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Following GAM's announcement on 30 January 2020 regarding the Sanctions Commission
of SIX Exchange Regulation AG decision, GAM has restated, where required, the
comparative amounts relating to prior periods in its 2019 consolidated financial statements
The restatement relates to the recognition of a financial hability for future performance fees
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on page 192, which reflects the restatement of historical amounts since 2016
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2 Key figures

KEY FIGURES
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Dear Shareholder

Letter from the chairman and the CEO

We started transforming and repositioning GAM for growth three
years ago. Today we are pleased to report on the good progress
we made in 2017 and on the substantial improvement in our

financial performance.

The market environment, which has been challenging
for active asset managers for a number of years,
improved in 2017, benefitting some providers of
differentiated investment strategies. The beginning
of monetary policy normalisation by central banks
around the world is increasing dispersion of returns
in the markets, creating a more fertile environment
for high performing active managers.

Over the past three years, we have undertaken a
top-to-bottom revamp of our business to create

an investment management firm designed to gain
market share in the new industry environment.

We have refined our product range to ensure we
have truly differentiated and scalable investment
strategies, suited for the changing market conditions,
and we have taken a myriad of steps to bolster

our investment performance. It is gratifying

to see that our well positioned, diversified, and
performing products are now enabling the Group’s
accelerating growth.

We have strengthened our distribution team

and implemented a new sales strategy under the
leadership of Tim Rainsford, who joined us in
January 2017. This has translated into a more active,
targeted engagement with our clients and generated
attractive net inflows. Some of the changes on the
distribution side included the creation of a new team
to cover global consultants, new sales leadership

in the UK, Japan and in Asia Pacific, new sales
quant expertise in the US, a new head of institutional
sales for the Middle East, and the addition of new
sales offices in Vienna and Paris.

We attracted net inflows in investment management
of CHF 8.6 billion in 2017, the highest level since

the independent listing of our company in 2009.

A large part of these flows went into our specialist
fixed income range, which we have been proactively
developing over the past years. Clients also favoured
our European and emerging markets equity funds,
alternative risk premia and merger arbitrage
products, while the unconstrained/absolute return
bond strategy had net inflows for the first time since
2013. Overall, 10 investment strategies delivered net
inflows of more than CHF 300 million, highlighting the
growing diversification of our business.

Our investment performance over a three-year period
improved substantially in 2017, with 77% of our
strategies outperforming their benchmarks.
Specialist fixed income, systematic and various
equity strategies all contributed to this positive
and important development. The focus on delivering
superior investment performance continues to be

a key strategic priority, alongside thoughtful product
diversification and refinement, strengthening our
distribution globally and optimising our operating
model to improve efficiency.

In 2017 we took a number of important steps to
strengthen our investment capabilities. We created

a new role of head of investments, tasked with
improving links between investment teams (without
compromising their decision-making autonomy) as
well as the connectivity with distribution and support
functions. Increased collaboration and debate will
lead to better risk-adjusted outcomes for our clients,
as well as a more productive environment for
innovative thinking and product development.

In October 2017 we launched the GAM UK Equity
Income fund to capture significant demand from

the UK intermediary market. We also launched three
existing strategies in the form of Open Ended
Investment Companies in the UK earlier in the year
for this client segment.

GAM Systematic launched its fifth strategy,
Discovery, off Cantab’s platform in October 2017.
This Cayman-domiciled product offers access

to about 200 less liquid markets, and diversification
relative to other assets as well as to more traditional
managed-futures strategies. Additionally, we launched
an Australian-domiciled Alternative Risk Premia fund
for the Australian superannuation sector and have
plans to expand our offering further for this market.

We also repositioned our offering in the higher-return
spectrum of our unconstrained/absolute return
bond range of funds and launched the GAM Star
Absolute Return Macro fund. This fund, which trades
in fixed income, currency and equity markets,
blends discretionary investing with quantitative
model-driven strategies and employs leverage

to target annualised returns of 8-10% above Libor.
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8 Letter from the chairman and the CEO

We have a strong organic pipeline of fund launches
underway, including an equity fund focused

on Europe, Australasia and the Far East (EAFE), an
insurance-linked securities product, a global income
fund and a global equity systematic strategy. These
strategies will all be managed by existing GAM
investment teams, leveraging our platform. At the
same time, we continue to simplify our product
range to concentrate on the most promising and
scalable strategies, and we merged or closed 16
funds in 2017 in addition to 66 funds in the previous
two years, with a de minimis loss of assets

under management.

We achieved the final step to reduce our brand
complexity through an agreement with Julius Baer
to terminate our licence to use the Julius Baer
trademarks. The funds formerly bearing the
trademarks were successfully rebranded in early
July 2017, with clients informed that their portfolio
managers, strategies and investment processes
remained unchanged. No loss of business was
experienced following these rebranding activities.

We are progressing well with our multi-year change
programme to optimise GAM’s efficiency, creating

a robust, scalable operating platform aligned with
our growth ambitions. Key achievements in 2017
included ensuring GAM was ready for the new
Markets in Financial Instruments Directive (MiFID ),
implementing the governance framework around
our change programme, selecting partners and
beginning the outsourcing of IT infrastructure and
services, starting implementation of the data
architecture solution and the signing of a new lease
to consolidate our London offices. Cost discipline
remains a key priority, and we reduced our annual
fixed personnel costs and general expenses by
approximately CHF 12 million in 2017 (excluding the
impact from 2016 acquisitions) compared with 2016,
ahead of our CHF 10 million target.

Lastly, our private labelling capability is growing
rapidly and is a highly complementary services
business positioned alongside our core investment
management business. We are the largest
independent, non-bank provider of such capabilities
in Europe, and are beginning to reach a scale
where future growth will provide attractive operating
leverage. We believe it is a differentiated competitive
advantage for a publicly listed active asset
management firm to have such a high-growth
services business.

GAM Holding AG Annual Report 2017

2017 results

Group assets under management rose to

CHF 158.7 billion as at 31 December 2017 from
CHF 120.7 billion a year earlier. In investment
management, the net inflows of CHF 8.6 billion were
augmented by CHF 7.6 billion of net gains from
investment returns and foreign exchange movements.
Private labelling assets rose by CHF 21.8 billion to
CHF 74.3 billion. Net inflows added CHF 15.7 billion,
while market and foreign exchange movements
resulted in net gains of CHF 6.1 billion.

Net fee and commission income increased 16% to
CHF 547.7 million, due to higher management

and performance fees. Net management fees and
commissions rose 7% in 2017 to CHF 503.6 million.
This was driven by higher average assets under
management, only partly offset by the slight reduction
in the management fee margins as a result of
fluctuations in the asset mix between products and
client segments and the lower margin on new
assets in private labelling compared with the
existing portfolio. Performance fees increased to
CHF 44.1 million from CHF 3.0 million, with GAM
Systematic strategies as well as the unconstrained/
absolute return bond and other specialist fixed
income strategies contributing the majority of these
fees. Importantly, even as our performance fees
recover, growth in other strategies will reduce the
relative proportion of overall earnings driven by
performance fees.

We have managed costs tightly, and total expenses
increased only 5% in 2017 compared with the
previous year, mainly as a result of the full-year
impact of costs associated with the acquisition

of Cantab Capital Partners in the fourth quarter
of 2016. Personnel expenses increased 7% to
CHF 264.6 million, largely as a result of Cantab,
and improved investment performance with higher
associated contractual bonuses. General expenses
rose 3% to CHF 106.1 million, with the increase
mainly reflecting a full year of administration
expenses paid for the outsourced fund back and
middle office services.

Our underlying pre-tax profit of CHF 172.5 million
was 44% higher than in 2016 and our operating
margin improved to 31.1% from 24.3%, moving closer
to our target range of 35-40%. The compensation
ratio, which tracks our ability to manage our largest
expense category (personnel expenses) in line with
net fee and commission income, declined to 48.3%
from 52.0%. This is within the target range of

our new compensation framework of 45-50% and
demonstrates the Group’s operating leverage.



Diluted underlying earnings per share rose

to CHF 0.86 from CHF 0.60. The Board of Directors
proposes to leave the dividend unchanged at
CHF 0.65 per share, subject to shareholders’
approval at the upcoming Annual General Meeting
on 26 April 2018.

Under IFRS, our net profit was CHF 123.2 million,
8% lower than in 2016. The IFRS figure includes

two items that are not reflected in the underlying
results: non-recurring items that resulted in a net loss
of CHF 17.2 million and acquisition-related items that
resulted in a net gain of CHF 3.3 million (all net of
taxes). The former include reorganisation charges
related to the multi-year change programme and

an impairment of investment management and client
contracts related to the acquisition of THS. In 2016,
the non-recurring items resulted in a net gain of

CHF 30.0 million, primarily due to a one-time tax credit.
Acquisition-related items include a net reduction in
our estimate of the deferred consideration liabilities
for the acquisitions of Arkos (now GAM Lugano),
Singleterry Mansley Asset Management, Cantab and
THS, partly offset by the amortisation of investment
management and client contracts from businesses
we acquired and finance charges on the deferred
consideration liabilities. In 2016, the acquisition-related
items resulted in a net gain of CHF 10.1 million as a
reduction in deferred consideration liabilities more
than offset amortisation and other charges.

Summary and outlook

We are pleased with the financial results achieved in
2017, but recognise there is still a lot to do. We are
committed to continuing the disciplined execution of
our strategy, aimed at delivering superior investment
returns, a differentiated product range, global
distribution strength, operating efficiency and sound
risk management.

In consultation with shareholders, the Board of
Directors conducted a comprehensive review of the
Group’s compensation policies and structures in 2017
and implemented changes to ensure greater alignment
of remuneration with the long-term performance of our
business and shareholder interests, while focusing on
transparency and sound risk management. The Board
of Directors believes that these changes will support
the entrepreneurial business environment within GAM
and help drive further progress on delivering the
turnaround we embarked on in 2015.

The steps we have taken over the past three years
are showing tangible results, and the outlook
gives us confidence in the long-term performance

Letter from the chairman and the CEO

of the business. We are progressing well to position
GAM for sustainable growth and increased market
share, with an efficient and scalable platform.

Further improvements in operating efficiency are
crucial to unlocking GAM’s full potential. Over

the coming years, revenue growth will be the key
driver for improving profitability and returns for

our shareholders. Therefore, alongside our continuous
efforts to make GAM as efficient as it can be, we

are planning to invest in a measured manner into the
development of investment and distribution talent
and improving our technology, infrastructure, risk
and compliance resources.

The Group has made good progress on rebuilding
capital buffers in 2017, and we are committed

to increasing shareholder returns in line with our
sustainable, progressive and predictable dividend
payments policy.

The markets have become more volatile and
challenging for investors in 2018. A further de-rating
of equities, higher bond yields and widening

credit spreads may all be factors throughout this
year. Still, barring a prolonged risk-off environment,
we continue to see opportunities for high performing
active asset managers to capture growing investor
demand for strategies that offer true diversification
versus traditional asset classes and broad market
trends. Our portfolio of well performing specialist
fixed income, differentiated high active-share equity
and market-leading systematic products positions
us well in this regard.

We remain committed to increasing diluted
underlying earnings per share in excess of 10%
on an annualised basis and achieving an
operating margin of 35-40%, both over the five to
eight-year business cycle.

We would like to thank our employees, clients and
shareholders for their support.

With best regards,

Prat ez Mondo # Rt

Alexander S. Friedman
Group chief executive officer

Hugh Scott-Barrett
Chairman

Zurich, 1 March 2018
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12 Strategy overview

ADVANCING
CLIENTS’ CAPITAL

Business cycle (5 to 8 years)

GAM Holding AG Annual Report 2017

Global distribution

* Introduced a new sales strategy

» Upgraded distribution capabilities in core markets
with new leadership

* Created a team focused on global consultants

* Opened sales offices in Vienna and Paris

* Rebranded all former Julius Baer funds to GAM

rd
e
7
RESOURCES 7
P4
7/
' 7 - = =
- -
PEOPLE Differentiated product offering -
* Launched GAM UK Equity Income fund with newly hired
experienced manager
* Launched GAM Star Absolute Return Macro to address demand for
higher return products
CAPITAL : . .
* Launched fifth systematic strategy, GAM Systematic Discovery,
trading exotic markets
G A M * Streamlining product shelf: closed or merged 82 funds since 2014
Investments
BRAND
PLATFORM
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Our targets
Annualised growth in diluted EPS > 10%
Operating margin = 35-40%

Upcoming initiatives

« Continue to deliver strong investment performance

* Expand in the ‘new actives’ product segments

 Continue implementation of the new sales strategy

\ * Drive cost savings and implement change programme

* Invest appropriately in talent, infrastructure, risk and
compliance resources

- oo e oy

Operating efficiency
« Set up governance framework around change programme

- * Implemented necessary regulatory changes (including MiFID )
- « Started implementation of single data architecture solution
 Selected partners for the outsourcing of IT infrastructure and services
« Signed new lease to consolidate London offices
* Delivered 2017 cost savings ahead of target

~< Investment performance

« Created head of investments role to improve links between investment
-7 teams and with distribution and support teams
- * Reorganised equities capability around five clusters of expertise
- - * Introduced new centralised, MiFID Il compliant research-sharing repository
-  Continuous work to improve risk and control frameworks
- - * Three-year performance improved substantially in 2017

Strategic priorities
* Investment performance

« Differentiated product offering

* Global distribution

* Operating efficiency

GAM Holding AG Annual Report 2017
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OUR STRATEGY

Our industry -
challenges and
opportunities

The overall active asset management
industry continues to face a challenging
environment. While professionally
managed assets worldwide increased
7% in 2016 to USD 69.1 trillion, industry
revenues declined due to pressure on
fees, and costs are expected to continue
to rise as firms spend more on upgrading
their infrastructure and ensuring
regulatory compliance.

The ‘new actives’

Despite these challenges, there is
significant opportunity for active managers
to innovate, differentiating themselves

to capture market share in specialist
‘new active’ products that are growing in
demand. Industry data shows that while
outflows from traditional active funds into
passives continue, alternatives, solutions
and active specialist products are
attracting inflows. While fees are declining
in most areas, innovative products
investing in private debt, specialist fixed
income and multi asset have been able

to buck the trend of margin pressure

and command higher fees over the past
few years.!

Investors, who are increasingly looking
for specific outcomes rather than
style-focused funds, are using passive
investments alongside active and
alternative products that deliver true alpha
to boost performance. Passive instruments
and alternatives, such as real assets,
private equity and private debt, are
forecast to grow the fastest over the
coming years, more than doubling assets
under management by 2025 from 2016.2
However, despite the growth in passive
assets, the share of industry revenue they
produce is forecast to barely increase
over the coming years, while alternatives,
solutions and specialist products are

Low cost
passives

Investors’
inflated
return
expectations

Structural
drivers in the
investment
management
industry

Responsible
investment
trends

Cost
pressure

ives’

Risk / return
relation out
of balance

Big data,
machine
learning and
artificial
intelligence

demand for ‘new act

iving

Dr

' The Boston Consulting Group, Global Asset Management 2017 — The Innovator’s Advantage, July 2017.

2 PwC, Asset & Wealth Management Revolution: Embracing Exponential Change, October 2017.
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Specialist
fixed income

High active-
share equity

Systematic

Next generation
multi asset and
alternatives



expected to persist in generating strong
fees, contributing 75% of the industry’s
total revenues by 2021, up from 72%
in 2016.3

Assets in quantitative mutual funds and
hedge funds have grown at a compound
annual growth rate of 19% and 12%
respectively since 2010 — a trend that

is expected to continue as investors
look for diversification away from

Barring a prolonged risk-off environment,

normalising monetary policy together
with greater dispersion in markets
should offer a fertile ground for the best
active discretionary and quantitative
managers to outperform. We believe
investors will continue to look for
differentiated, benchmark-agnostic
active funds, alternative, specialist
and systematic strategies to meet
their investment goals.

Our strategy 15

Our product range is aligned to benefit
from these market dynamics, while the
strategic initiatives we have undertaken
since 2015 position GAM well to navigate
the long-term industry challenges and
capture future business opportunities.

traditional assets in today'’s yield-
starved environment.*

Time to get active

We have been living in a period of extraordinary bull markets for bonds and stocks since the early 1980s (short-term corrections
notwithstanding). Many thought that the global financial crisis would mark the start of a bear market environment. However, central
banks around the world then became net buyers of just about everything in the global markets. Quantitative easing and zero interest
rates became the norm for a whole generation of investors and created a rising tide for capital markets, naturally favouring the
passive approach. However, as this period of unprecedented central bank intervention finally begins to draw to a close, active
management is returning to the fore.

The quintessential 60/40 portfolio of global equities and a bond index fund that has served investors well since the financial crisis,
can hardly be considered “balanced” in this changing market environment. We expect future markets to be characterised by lower
returns and higher volatility. Furthermore, the rising dispersion within markets and asset classes is rendering the positive stock /
bond price correlation a thing of the past. As a result, investors need to have a serious look at asset allocation, portfolio construction
and active strategies that offer true diversification versus traditional asset classes. At GAM, we focus on delivering precisely such
strategies, spanning specialist fixed income, high active-share equities, systematic, multi asset and alternative investments.

2 The Boston Consulting Group defines traditional active products to include domestic large-cap equity, domestic government and corporate debt, money market and structured
products. Passives include equity and fixed income ETFs and other passive products. Specialties on the equity side include foreign, global, emerging market, small- and
mid-cap, and sector products; and on the fixed income side — emerging market, global, high yield and convertible products. Solutions include target date, global asset allocation,
flexible, income, liability-driven and traditional balanced investments. Alternatives include hedge funds, private equity, real estate, infrastructure, commodity funds and liquid
alternative mutual funds (absolute return, long/short, market neutral and volatility).

4 Morgan Stanley, Quant Investing — Bridging the Divide, October 2017.

GAM Holding AG Annual Report 2017



16 Our strategy

Our business model

Investment performance

Differentiated product
offering

of clients’
capital

Global distribution

Operating efficiency

Our mission

Our job is to help clients achieve their
investment goals by putting their capital
to work effectively. We share insights,
act with integrity and execute with
purpose to make the right investment
decisions for our clients. We consider
our mission to advance the potential

of capital.

Our strategy

We are an independent global asset
management firm built by investors,
for investors. With a 35-year heritage,
we invest our clients’ capital using
active strategies across discretionary,
systematic and specialist solutions.

Our strategic priorities are superior
investment returns, a differentiated
and commercially compelling product
offering, global distribution strength,
operating efficiency and sound risk
management. We execute on these
priorities with a high-performance
talent culture motivated by sustainable
growth for all stakeholders. We create
shareholder value through long-term
earnings growth and predictable
capital returns.

GAM Holding AG Annual Report 2017

Advancing
the potential

We seek superior investment returns from
active, high-conviction strategies
managed by independent and talented
teams. We value original thinking, integrity
and a disciplined approach to investing.
GAM has no ‘house view’ to constrain
investment decisions, and we encourage
collaboration and knowledge sharing
among our managers to enhance
outcomes for our clients. Success is
measured over the medium to long term
against our clients’ expectations and
appropriate benchmarks or peers.

We develop innovative, differentiated and
scalable products relevant to investors
worldwide. These hard-to-commaoditise
products span diversified liquid and
illiquid asset classes. We focus on core
markets and tailor our fund development
by geography, client segment and
distribution expertise. Our product shelf
is continually managed by adding
capabilities with growth potential and
consolidating products where appropriate.

We distribute our products globally and
have offices in 13 countries to service
our growing client base. Our company
is client-focused in all areas, and we
support institutional, intermediary

and private clients with relationship
managers, product specialists, marketing
and client-servicing professionals.

We match our distribution strength to
core geographies, products and growth
opportunities and prudently invest in

Sustainable
md growth for all [
stakeholders

Shareholder

value

our strong and credible GAM brand,
widely recognised for investment
excellence, innovation and insight.

We continually seek efficiencies through
tight cost control and appropriate
investment in our operating platform
and risk controls. We see substantial
benefits in continued efforts to simplify,
consolidate and streamline our
administrative processes, servicing and
IT support. Together, the steps we have
taken are leading to a highly-aligned and
stable business model able to support
growth with limited incremental resources.

In addition to our investment management
business, we continue to expand our
private labelling business, which is highly
complementary and provides attractive
operating leverage.

Over a business cycle of five to eight
years, we target an operating margin of
35-40% based upon platform leverage,
cost discipline and operating efficiencies,
and annualised growth in diluted underlying
earnings per share in excess of 10%.

We maintain a policy of sustainable,
progressive and predictable capital
returns to shareholders, firstly through
dividends in line with earnings growth
and then through share buy-backs from
excess capital.



Update on
strategic priorities

Investment performance

GAM’s model is designed to bring out
the best of truly active asset managers.

A priority in our high-performance culture
is continuous investment and development
of top talent (see ‘Our people’ section on
pages 45-48). In 2017 we created the
new role of head of investments to improve
links between investment teams (without
compromising their decision-making
autonomy) as well as the connectivity
with distribution and support functions.

Our equity teams have been reorganised
around five clusters of expertise to
facilitate the exchange of insights:
European, global, pan-Asian, specialist
and absolute return equities. We also
introduced a new centralised, MiFID Il
compliant research-sharing repository
for the entire investment business.

Increased collaboration and debate will
lead to better risk-adjusted outcomes for
our clients as well as a more productive
environment for innovative thinking and
product development. We are continually
improving the overall risk and control
framework by increasing front office
oversight infrastructure and implementing
new risk tools consistently across teams.

Our strategy

Differentiated product offering
During 2017, we further expanded our
product offering, driven by client needs
and geographic preferences. We hired
Adrian Gosden, a highly regarded UK
equity investor, and in October 2017
launched the GAM UK Equity Income
fund to capture significant demand
from the UK intermediary market. This
followed the launch earlier in the year
of three existing strategies in the form of
Open Ended Investment Companies
(OEICs) in the UK to address the needs
of this client segment.

GAM Systematic launched its fifth
strategy, GAM Systematic Discovery, in
October 2017. This Cayman-domiciled
product, managed by the Cantab team,
offers investors access to about 200
unusual and less liquid markets and
diversification relative to other assets as
well as to more traditional managed
futures strategies. Additionally, we
launched an Australian-domiciled fund
for GAM Systematic Alternative Risk
Premia for the Australian superannuation
sector and have plans to expand our
offering further for this market.

17
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We also repositioned our offering in
the higher-return spectrum of our
unconstrained/absolute return bond
range of funds and launched the GAM
Star Absolute Return Macro fund. The
fund, which trades in fixed income,
currency and equity markets, blends
discretionary investing with quantitative
model-driven strategies and employs
leverage to target annualised returns
of 8-10% above Libor.

We have a strong organic pipeline of fund
launches, including an equity fund focused
on Europe, Australasia and the Far East
(EAFE), an insurance-linked securities
product, a global income fund and a
global equity systematic strategy.

These strategies will all be managed by
existing GAM investment teams, with
proven track records. At the same time,
we continue to simplify our product
range to concentrate on the most
promising and scalable strategies, and
we merged or closed 16 funds in 2017

in addition to 66 funds in the previous
two years, with a de minimis loss of
assets under management.

GAM Holding AG Annual Report 2017

Global distribution

In January 2017, Tim Rainsford joined
GAM as our group head of sales and
distribution. Since then, we have made
significant progress in upgrading our
distribution capabilities in each of our
core markets. This includes the creation
of a new team to cover global consultants,
new sales leadership in the UK, Japan
and in Asia Pacific, a new head of
institutional sales for the Middle East
and new quant sales expertise in the
US. We also expanded our distribution
presence in continental Europe to gain
better traction in core client segments
and opened offices in Vienna and Paris.
In addition, we hired a new global head
of marketing.

Our new sales and distribution strategy
focuses on product lifecycle, building
out regional client bases and leveraging
our global institutional and consultant
relationships while fostering a one-team
mentality. Incentives for the sales teams
have been streamlined across the
regions and better aligned with the
Group’s priorities of diversifying

and growing revenues and profitability.

These changes have started to translate
into a more active, targeted engagement
with clients and helped to deliver
healthy, more diversified inflows, with

10 strategies attracting net inflows of
more than CHF 300 million each in 2017.

Our largest local presence and client
base, as well as the strongest brand
recognition, is in continental Europe and
the UK. These regions will remain key
to our future success and provide a
proven testing ground for the scalable
products of tomorrow. Additionally, we
are gaining increasing inflows in Asia
Pacific — especially in Australia — where
we see significant potential to introduce
products that have resonated in other
markets. We are working to expand the
client base for GAM Systematic in North
America, Japan and the Middle East,
where we continue to develop key
distribution capabilities and institutional
relationships. We have a strong
reputation with institutions in selected
Latin American markets, such as Chile,
and will expand and deepen relationships
in other countries in the region with a
reconfigured sales team.

In early 2017 we achieved the final step
to reduce brand complexity through

an agreement with Julius Baer to terminate
our licence to use the Julius Baer
trademarks. The funds formerly bearing the
trademarks were successfully rebranded,
and our clients informed that their portfolio
managers, strategies and investment
processes remained unchanged. No loss
of business was experienced following
these rebranding activities.



Operating efficiency

We are progressing well with our multi-year
change programme to optimise GAM’s
efficiency, creating a robust, scalable
operating platform aligned with our
growth ambitions. This extensive
programme involves multiple projects,
including the implementation of a single
data architecture, a move to cloud-based
IT infrastructure, outsourcing of various
IT services, simplification of our systems,
processes and reporting, outsourcing

of back and middle office activities,
creation of centres of excellence, real
estate footprint simplification and legal
entity rationalisation.

We hired Clare Forster as global head

of change to drive transformation projects
across the business with coordination
through our operational change
committee. We have devoted a substantial
part of the change programme to
ensure compliance with regulatory
changes and risk reduction, as well as
improving efficiency.

Key achievements in 2017 include ensuring
GAM was ready for the new Markets in
Financial Instruments Directive (MiFID II),
setting up the governance framework
around the change programme, selecting
partners for the outsourcing of IT
infrastructure and services, beginning
implementation of the data architecture
solution and the signing of a new lease
to consolidate our London offices.

Our strategy

This extensive multi-year change
programme will significantly upgrade
GAM’s operating platform to ensure
it is robust and scalable to support
the future growth of the firm and
produce important operating and
cost efficiencies.

Cost discipline remains a key priority
as we realise efficiencies in a controlled
and appropriately sequenced manner,
while meeting clients’ needs and
regulatory obligations. We reduced

our annual fixed personnel costs and
general expenses by approximately
CHF 12 million in 2017 (net of investments)
compared with 2016, ahead of our

CHF 10 million target. We expect

to realise annual cost savings in excess
of CHF 30 million by the end of 2019
compared with 2016.5

As we continue to drive cost savings,

we are cognisant of the need to also
invest in our business to capture future
growth opportunities. Over the coming
years, revenue growth supported by an
efficient platform will be the key driver

of improving profitability and returns for
our shareholders. Therefore, alongside our
continuous efforts to make GAM as efficient
as it can be, we are planning to invest in
a measured manner in the development
of investment and distribution talent
across the business and in improving our
technology infrastructure, risk and
compliance resources.

5 These cost-saving targets exclude the impact from 2016 acquisitions.
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BUSINESS AND RESULTS OVERVIEW

Investment management assets
by capability

Investment management
snapshot

.

B 18% Absolute return 6% Systematic
M 44% Fixed income 1 11% Multi asset
B 15% Equity B 6% Alternatives

Investment management assets
by client segment

B 48% Intermediaries

¥ 46% Institutional clients

B 6% Private clients
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Investment strategies, mandates and funds managed by
in-house professionals and selected third-party specialists

92%

of our Group net management fees and commissions
are generated in investment management

188

in-house investment professionals in Zurich, London,
Cambridge, Hong Kong, New York, Milan and Lugano

74

relationship managers serving our global client base, supported
by 93 employees in marketing, sales support and product
specialist roles

77%

of assets in funds outperformed their benchmark
over three years



Private labelling
snhapshot

Business and results overview

Private labelling assets
by asset class

21

Tailored third-party fund solutions for banks, insurers,
independent asset managers and institutional investors

o,

8%

of our Group net management fees and commissions
are generated in private labelling

11

client directors, supported by experts from legal & compliance,
risk management, marketing and operations

4

fund domiciles on offer: Switzerland, Luxembourg,
Ireland and ltaly

200+

private label funds launched since 1992

B 33% Equity

1 47% Fixed income
B 16% Alternative

' 4% Money market

Private labelling assets
by fund domicile

B 45% Switzerland

I 55% Rest of Europe
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OUR BUSINESSES

Investment management

Investment capabilities

Our investment management capabilities
provide clients with differentiated
directional and absolute return strategies
in liquid and illiquid asset classes

across discretionary, systematic and
specialist solutions. Our product shelf

is focused on scalable strategies with
high growth prospects given industry
trends and client needs. Such strategies
also attract higher margins relative

to passive and more traditional
benchmark-oriented products.

GAM capabilities

We have 188 in-house investment
professionals based in our investment
centres in Zurich, London, Cambridge,
Hong Kong, New York, Milan and
Lugano. All our funds are now under the
GAM brand, following the termination of
the Julius Baer trademark licence
agreement in 2017. Having pioneered
the open architecture approach by
working with external managers in the
early 1980s, we still work with a few
distinguished third-party investment
specialists in selected areas.

GAM does not have a ‘house view’,

and our investment management teams
are free to make investment decisions
according to their individual philosophies

and styles. Our discretionary investment
management teams seek to generate
superior returns through high-conviction
investing. They are encouraged to

be indifferent to short-term index
comparisons and take controlled risks
in order to deliver differentiated
performance. Within GAM Systematic,
the Cantab and alternative risk premia
teams follow disciplined scientific
approaches. In particular, Cantab’s
investment philosophy and process —
based on rigorous, world-class scientific
research to create robust quantitative
strategies that identify and harvest
numerous sources of returns — has
remained unchanged since our
acquisition of the business in 2016.

Estimated

market growth
2016-2021 (CAGR)'
15%

10%

Size of the bubbles
represents assets
under management
at the end of 2017
5% |

0%

Absolute return
* equity long/short
¢ unconstrained fixed
income
* macro
* currency
& commodities

Commodities .

* precious metals

Equity

* global

* regional
 thematic

Alternative investments solutions

Management fee margin (in bps)
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' The Boston Consulting Group, Global Asset Management 2017 — The Innovator’s Advantage, July 2017; GAM
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Investment management assets and management fee margins (cu on

Opening AuM Net flows Market/FX Closing AuM Management fee
Capability 1Jan 2017 2017 2017 31 Dec 2017 margin 2017 (bps)
Absolute return 16.3 (1.6) 0.9 15.6 77
Fixed income 20.8 13.9 24 37.1 58
Equity 12.5 (2.2) 2.3 12.6 73
Systematic 3.8 0.1 0.8 4.7 100
Multi asset 9.6 (1.0) 0.9 9.5 23
Alternatives 5.2 (0.6) 0.3 49 55
Total 68.2 8.6 7.6 84.4 62.1

The breadth of our product range allows
us to provide relevant products across
market cycles and client segments.

Our product development capabilities
encompass a variety of structures —
onshore and offshore funds, segregated
mandates and customised solutions.
Most products are offered in the
regulated form of Undertakings for
Collective Investment in Transferrable
Securities (UCITS).

Approximately 18% of the CHF 84.4
billion investment management assets
as at 31 December 2017 are invested

in absolute return strategies. Fixed
income products make up 44% following
strong inflows and performance in 2017,
while equities contribute 15%. Investment
solutions across multi asset and
alternatives capabilities make up 17%

of our assets, and our newest
capability — systematic — is at 6%

and growing.

Our absolute return range covers
strategies across fixed income, macro/
managed futures, equity long/short,
currencies and commodities. All the
strategies share a common aim: to
deliver positive, long-term absolute
returns with controlled volatility and low
correlation to traditional asset classes.
The largest strategy in this capability is
our unconstrained/absolute return bond

range of funds, which offer products
across the risk-return spectrum.

Global macro, long-short equity and
event-driven products are also important
parts of our absolute return offering.

Our fixed income range covers the
breadth of specialist fixed income
investing in a wide range of instruments
and is quite differentiated from
traditional core fixed income styles. This
positions us well to capture investor
demand for substitutes to traditional
bond allocations as investors search for
yield in today’s low-yield environment.
Products focused on credit, emerging
market debt, catastrophe bonds and
mortgage-backed securities make up the
core of our range. We are also building
out our real estate debt offering and
trade finance investment solutions —
both of which are on good growth
trajectories — to extend our range in
private market capabilities.

Our equity strategies are high active-share
funds with a regional or thematic focus.
The majority of our strategies have an
‘active share’® of more than 70%, with very
few products targeting more traditional
benchmark-oriented client segments. Each
investment team works with its own internal
research, consistent with its distinct
approach, while benefitting from the
collaborative and collegial culture that

6 ‘Active share’ is a measure of the percentage of stock holdings in a portfolio that differs from the benchmark index.

allows teams to share insights, views

and information. As a result, we are able
to provide a broad range of investment
styles, including value, growth and GARP
(growth at a reasonable price). Our
long-standing strategies in European,
Japanese and Chinese equities are
complemented by growing, highly
scalable strategies in areas such as
emerging markets and UK equity income.

Within our systematic capability, we

are focused on developing and
managing systematic products and
solutions across liquid alternatives

and long-only asset classes, including
equities, debt and multi asset solutions.
Our investment philosophy and
process is based on rigorous scientific
research to identify and harvest
numerous sources of returns. The
capability is underpinned by world-class
infrastructure and proprietary technology
run by a team of scientists led by

Dr Ewan Kirk, a leader in the field of
quantitative investing. Our systematic
product offering encompasses quantitative
multi-strategy, core macro, equity market
neutral, and alternative risk premia
products with varying volatility levels
depending on clients’ investment
objectives, as well as a strategy trading
less liquid markets. Our risk premia
strategy, led by industry pioneer Dr Lars
Jaeger, is rapidly gaining market share.
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Today’s low-yield environment, which advisers and institutions. GAM GIS is focused on delivering solutions
is likely to persist for the foreseeable Investment Solutions (GIS), led by consistent with client needs and
future, has increased demand for Larry Hatheway, which combines preferences, spanning the range
objective-oriented, holistic multi asset teams across multi asset, alternatives from unitised funds to bespoke
strategies that cater to the individual risk ~ and private clients and charities, portfolio offerings.

profiles of private investors, their targets exactly this opportunity.

Spotlight on GAM Systematic

Unlike discretionary investing, which relies on the analysis, conviction, consistency and decision making of the fund manager,
systematic funds utilise written-down, or codified, rules and computer models to implement their trades, risk management and
investment decisions.

Systematic investments can offer valuable diversification for investors as the systematic rules typically go beyond simply considering
fundamental data points and, as such, these models can profit regardless of market direction and regardless of whether the markets
are rewarding fundamentals or not. In the current environment of persistently low yields, surveys point to a growing trend of investors
allocating part of their portfolios to quantitative investment solutions as cost-effective, active diversifiers.

GAM Systematic utilises state-of-the-art infrastructure and proprietary technology we acquired through our purchase of Cantab
Capital Partners in 2016. Our alternative risk premia team and the Cantab research team work independently but both follow
disciplined and rigorous scientific approaches. Following the launch of GAM Systematic Discovery in October 2017, we now offer
five systematic investment strategies with a range of volatility targets and liquidity terms. GAM Systematic will add products and
solutions to this offering over time.

CCP Quantitative Fund — a sophisticated multi-strategy hedge fund offering with a competitive 10+ year track record. The fund’s
diversification across asset classes and investment strategies led to strong outperformance in 2017 when many less diversified
trend-following peers struggled. The fund’s main share class with a 20% volatility target rose 31% in 2017, achieving its third-highest
annual return since launch. Share classes with 10% volatility targets are also offered.

GAM Systematic Core Macro (and CCP Core Macro) — a systematic global macro approach, diversified across value/carry and
momentum models across all liquid asset classes and approximately 100 markets. The strategy offers low correlation to traditional
assets over the cycle and achieved significant outperformance to the SG Trend Index in 2017 thanks to its diversified multi-strategy
approach. The strategy delivers 10-12% annual volatility over time and is offered in UCITS form and as a Cayman-domiciled fund
with a competitive five-year track record.

GAM Systematic Global Equity Market Neutral - trades single equities selected from a universe of over 12,000 stocks globally.
The strategy uses both fundamental and price-behavioural models including quality, momentum, value, defensive and sentiment.
The models are combined together in a market neutral portfolio with 6-8% annualised volatility over time. The fund in UCITS form
has a one-year track record and longer trading history for the models, which have delivered a successful track record as part of the
CCP Quantitative Fund since 2014.

GAM Systematic Discovery — offers investors access to about 200 unusual and less liquid markets, such as exotic futures, credit,
alternative ETFs, interest rate swaps, spreads and options. This strategy has an 8-12% expected annual volatility and offers effective
diversification from traditional CTA and systematic macro strategies thanks to its low direct exposure to large liquid futures contracts.
The strategy is offered as a Cayman-domiciled product.

GAM Systematic Alternative Risk Premia — broadly diversified across asset classes and premia types. Portfolio risk is managed
with a focus on capital preservation using GAM’s expected drawdown analysis. The fund does not endeavour to perform tactical
market timing but rather seeks to consistently extract alternative risk premia returns out of markets over time. The strategy has a
five-year highly competitive track record with low correlation to traditional assets. The strategy is offered in a variety of currencies in
UCITS form as well as in the form of an Australian Unit Trust.

GAM Holding AG Annual Report 2017



Our multi asset teams provide an active,
top-down allocation tailored to the
specific investment needs of their clients.
Our investment philosophy and approach
seek to add value through active decision
making at three levels: long-term
strategic asset allocation, short-term
tactical asset allocation and instrument
selection. We offer both an extensive
range of multi asset funds as well as
bespoke solutions for our larger clients.

Our alternatives capability is comprised
of alternative investments solutions and
commodities. Our alternative investments
solutions team is one of the most
experienced and knowledgeable in
the industry. Our expertise, gained
over more than 25 years of managing
portfolios of hedge funds for a broad
global client base, is combined with a
disciplined and structured investment
and risk management process.

Evolving specialist product range

Our businesses 25

In commodities, our physical metals
funds include gold, platinum, silver
and palladium. We also offer an active
strategy that invests in commodity
futures, with rotating exposures across
agriculture, energy and metals.

AuM Core strategies’

(in CHF bn)

Absolute return

Unconstrained fixed income

Build and grow

CHF 11.1bn  EM long/short

Near-term pipeline

Absolute return global equity

Insurance-linked securities

Global rates CHF 1.7bn  Financials long/short
Euro equity long/short CHF 1.5bn  Absolute return macro
Merger arbitrage CHF 0.6bn

Fixed income Credit opportunities CHF 12.2bn  EM opportunities
EM CHF 10.5bn  Real estate debt (UK)
Cat bonds CHF 29bn EMrates
MBS CHF 1.8bn

Equity Europe CHF 2.6bn UK equity income
Japan CHF 2.6bn  China evolution
China CHF 1.0bn  Specialist equities
EM CHF 0.8bn
Quantitative CHF 1.6bn  Core macro (UCITS)
Core macro CHF 1.5bn  Global equity market
Alternative risk premia CHF 1.5bn  neutral (UCITS)

Global income

Real estate debt (Europe)

International equities (EAFE)

Global equity long only
Core macro (UCITS,
lower volatility)

Discovery

Institutional CHF 4.7bn  Target return
Private client CHF 2.0bn
Risk rated CHF 1.5bn

Alternatives Fund of hedge funds CHF 2.5bn  Opportunistic credit
Commodities CHF 2.3bn

1 Core strategies represent the aggregate number of several funds and mandates following the same strategy.

Flexible asset allocation

Abbreviations: MBS = mortgage-backed securities; EM = emerging markets; EAFE = Europe, Australasia and the Far East;
UCITS = Undertakings for Collective Investment in Transferable Securities.
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Investment management assets (cHrbn)

Opening AuM Net flows Market/FX Closing AuM
Client segment 1Jan 2017 2017 2017 31 Dec 2017
Intermediaries 28.4 8.2 4.0 40.6
Institutional clients 34.0 1.3 3.2 38.5
Private clients 5.8 (0.9 0.4 5.3
Total 68.2 8.6 7.6 84.4

Total assets under management in
investment management include all
assets that generate a management fee
for the Group. As at 31 December
2017, CHF 2.6 billion of assets were
double-counted compared with

CHF 3.1 billion a year earlier. They
represent assets reinvested in our own
funds, where we perform an additional
level of investment management services
for our clients, including advisory or
discretionary management, and for
which we earn an additional fee.

Our clients

We are committed to strong long-term
relationships with clients, spanning our
different geographies, channels and
segments. Our goals are fully aligned with
our clients’ as we provide efficient access
to high performing investment opportunities
supported by world-class infrastructure and
risk management. In 2017 we announced
the decision to absorb all research costs
from January 2018, following the
implementation of the new Markets in
Financial Instruments Directive (MiFID 1),
further underlining our commitment to
placing clients’ interests first.

Institutional clients, who represent 46%
of our investment management assets,
continue to demand differentiated
active strategies across market and
performance cycles. Our dedicated
institutional client service teams around
the world convey the investment
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propositions and customised solutions we
offer to investors such as family offices,
public and corporate pensions, sovereign
wealth funds, endowments, foundations
and local authorities. Apart from our
strong long-term performance track record
and an in-depth understanding of their
needs, institutional clients also value our
risk management capabilities, designed
to address the stringent requirements they
face from their stakeholders, including
beneficiaries and supervisory bodies.

We maintain a strong network of
distribution partners, including financial
intermediaries and advisers, whose clients
represent 48% of our investment
management assets. These investors
are typically more sensitive to investment
trends and broader financial market
developments than institutional clients,
which can result in concentrated

inflows into a limited number of strongly
performing products and accelerated
outflows during extended market
downturns. Therefore, we offer a
broad range of differentiated products
across liquid asset classes and
investment styles in order to ensure a
successful rotation of products through
market cycles.

Private clients represent 6% of
investment management assets. Our
private client and charities business
remains an important part of the Group’s
strategy and we are focused on growth

opportunities in these segments. Private
clients value GAM’s high standards of
service, comprehensive investment
expertise across many asset classes
and bespoke solutions based on
individual requirements.

Markets, flows and

investment performance

Global stock markets rose in the first
quarter of 2017 amid improving
economic data and expectations for fiscal
stimulus and reflation of the US economy.
Emerging market equities posted strong
gains, benefitting from an upswing in
global growth and a weaker US dollar.

In fixed income markets, corporate credit
outperformed government bonds as the
US Federal Reserve continued to raise
interest rates and the European Central
Bank signalled less accommodative future
monetary policy.

Strong corporate earnings and positive
economic data continued to support
global equity markets in the second
quarter of 2017, with emerging markets
outperforming developed markets.
Government bonds rallied from March
to June before suffering another
setback at the end of the second
quarter on expectations for tightening
monetary conditions.

Against a positive economic backdrop,
central banks have continued to indicate
that they want to gradually reduce the



Investment performance’
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3 years 3 years 5 years 5 years
Capability 2017 2016 2017 2016
Absolute return 76% 43% 66% 92%
Fixed income 82% 74% 51% 73%
Equity 67% 54% 68% 40%
Systematic 100% 100% 40% 0%
Alternatives 2 0% 47% 0% 47%
Total 7% 60% 56% 68%

' % of AuM in funds outperforming their benchmark over relevant period (as at 31 December).

2 Reflects performance of products in alternative investments solutions.

level of monetary stimulus. The US
Federal Reserve announced in the third
quarter that it will start to reduce its
balance sheet and increased interest
rates in December. The Bank of England
also decided to raise rates in November,
the first time since 2007.

Global equities continued to post solid
gains in the second half of the year,
supported by positive earnings
releases. Volatility remained low despite
geopolitical tensions with North Korea
and political uncertainty in the US.
The risk-on sentiment also continued
to drive outperformance of corporate
credit and emerging market debt
compared with developed markets
government bonds.

This supportive market environment
and strong investment performance
of our strategies boosted our assets
under management by CHF 6.6 billion
in 2017, while foreign exchange
movements had a CHF 1.0 billion
positive impact.

Over the three-year period to 31 December
2017, 77% of our assets under management
in funds outperformed their respective

benchmark, up from 60% that outperformed

over three years to 31 December 2016.
Over the five-year period to 31 December
2017, 56% of our assets under
management in funds outperformed their
respective benchmark, compared with
68% that outperformed over five years to
31 December 2016. This reduction is
caused by two of our largest funds falling
slightly behind benchmark on the
five-year measure, but maintaining strong
one-year and three-year performance.

Over 70% of GAM’s assets under
management tracked by Morningstar”
outperformed their respective peer
groups over three and five years.

Strong investment performance and
our improved distribution capabilities
also led to increasing inflows through
financial intermediaries, with clients
adding net CHF 8.2 billion in 2017.
Institutional clients added net

CHF 1.3 billion in the period, while
net outflows from private clients

of CHF 0.9 billion largely reflect
redemptions from our previous captive
channels (UBS and Julius Baer).

Overall, net inflows in investment
management totalled CHF 8.6 billion,
with CHF 1.9 billion in the first half and

6.7 billion in the second half of the year,
after we recorded net outflows of

CHF 10.7 billion in 2016. Our specialist
fixed income product offering was a
key driver of 2017 inflows as investors
continued to search for yield.

In fixed income, net inflows totalled

CHF 13.9 billion in 2017. Our GAM Star
Credit Opportunities strategy, which
predominantly invests in debt of
investment grade or high quality issuers,
the GAM Local Emerging Bond fund,
which invests in debt of emerging
countries denominated or pegged to
the respective local currency, the GAM
Star MBS Total Return fund, as well

as our trade finance offering all attracted
strong inflows.

In the absolute return category, the
unconstrained/absolute return bond
strategy attracted positive inflows for the
first time since 2013. The GAM Star
(Lux) — Merger Arbitrage fund, which
celebrated its one-year anniversary

in July 2017, continued to attract investor
demand. However, the GAM Absolute
Return Europe Equity fund, which

takes long and short positions in
equities and equity-related securities of
European companies, and the GAM

7 The peer group comparison is based on ‘industry-standard’ Morningstar Direct Sector Classification. The share class preferences in Morningstar have been set to capture the
oldest retail accumulation share class for each and every fund in a given peer group.
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Star Global Rates fund saw redemptions
following a period of weaker
performance. Overall, investors
withdrew net CHF 1.6 billion from our
absolute return strategies.

In equity, net outflows of CHF 2.2 billion
reflected redemptions from global
equity mandates mainly in the first
half of the year and a number of

In systematic strategies, solid net inflows
into our alternative risk premia strategy
were offset by some clients rebalancing
away from systematic products, resulting
in net inflows of CHF 0.1 billion. The
strong performance that our systematic
strategies delivered in 2017 should bode
well for future flows.

Multi asset strategies experienced net
outflows of CHF 1.0 billion for the period,
reflecting redemptions from private
clients from our previous affiliation with
UBS and Julius Baer as well as some
institutional mandates.

Net outflows of CHF 0.6 billion in
alternatives reflected redemptions
in our fund of hedge funds business.

regional strategies, while the GAM Star
Continental European Equity and GAM
Emerging Markets Equity funds attracted
solid net inflows.

Spotlight on the credit opportunities strategy

Our credit opportunities strategy, launched in 2011 and encompassing a range of funds in different currencies, is under the
stewardship of Atlanticomnium S.A., who have been an investment adviser to GAM funds since 1985. The team’s strategy is to invest
predominantly in debt of investment grade issuers and find the best combination of yield, value and capital preservation. The
managers use rigorous credit analysis to invest in companies with a low probability of default, and hence are willing to invest lower
down a company’s capital structure to unearth overlooked and undervalued bonds in order to obtain the higher yields. Each fund
offers a yield-to-maturity that is well in excess of their respective benchmark indices.

The team specialises in the financial sector and in specialist segments of the credit issuance market, such as undated, floating rate
and fixed-to-floating debt instruments. New regulatory requirements for banks have made them safer than before the financial crisis,
and the pressure to deleverage has resulted in companies buying back debt at a premium to market price, offering significant capital
gain potential. So the team likes to invest in old legacy debt that is likely to be repurchased.

Each of the funds within the strategy generated strong returns during 2017. This solid year builds on an excellent track record and,
for example, the euro fund has achieved annualised returns since launch of more than double that of its benchmark.! Looking ahead
to 2018, the team is preparing for higher interest rates by focusing on securities with high current income, low duration and potential
for capital gains. They believe that the normalisation of monetary policy is likely to be gradual and that a narrowing of interest rate
spreads should help to insulate their portfolios from the impact of the expected interest rate rises.

' Based on GAM data and analysis.
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Private labelling

Private label funds are tailored products
set up for banks, insurers, independent
asset managers and institutional
investors, where we provide fund
solutions focused on structuring, legal
set-up, fund administration arrangements
and ongoing management company
services. These services allow our clients
to focus fully on asset management and
fund distribution. We launched our first
private label fund in 1992 and, since
then, have designed and launched over
200 funds domiciled in different locations
for third parties, making our private
labelling business the largest non-bank
fund solution provider in Europe.

Growth in our private labelling business
has been underpinned by the increasing
trend within the asset management
industry to outsource fund solution
services due to increased regulation
and cost pressures. Demand for such
services is particularly growing in
large international fund centres,

such as Luxembourg and Ireland,

as asset managers seek to expand
their product offering available for
cross-border distribution. Additionally,
asset managers of all sizes seek
assistance with increased complexity of
new products, such as illiquid alternative
investment funds.

Private labelling accounts for about 8%
of our total net management fees and
commissions. While these services have
comparatively low fee margins, they
provide effective operating leverage on
the infrastructure we have in place to run
our own investment management activities
and significantly higher persistency than
traditional investment management assets.
Importantly, private labelling is a growing
services business, which provides a
unique complement to our investment
management business. Over time, we
expect to continue to grow this business.

Clients can choose from a modular
service offering. We can provide risk
management, compliance and fund
governance for newly created or already
existing funds of our clients. The fund
engineering module provides legal and
operational engineering of our clients’
investment ideas into fund structures
as well as accompanying project and
lifecycle management. We also support
our clients’ efforts by providing access
to some global distribution networks,
international registration and

documentation, such as fund factsheets.

Finally, our private label clients
benefit from our strategic business
relationships by getting access to
world-class service providers in the area
of fund administration and custody.
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We believe our offering is attractive for
clients in Europe, including the UK, in
the US as well as in Asia. Given our
high-quality service offering — including
use of in-house tax experts and superior
risk management capability — and the
considerable effort involved in setting up
tailored solutions, client assets in this
business are typically stable once
acquired. Net inflows into private
labelling reflect flows from our existing
clients as well as new relationships.

In 2017, net inflows amounted to

CHF 15.7 billion. We added a number of
new clients, and one large existing client
contributed significantly to these inflows.
Positive market performance and foreign
exchange movements boosted our
private labelling assets by CHF 4.1 billion
and CHF 2.0 billion, respectively.
Assets under management rose to
CHF 74.3 billion as at 31 December 2017
from CHF 52.5 billion a year earlier.

Private labelling funds and clients

185
170
155
129

2012 2013 2014 2015

B Number of funds

Number of clients

2016 2017
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FINANCIAL REVIEW

How we report results

Our key performance indicators (KPlIs)
and business metrics reflect our internal
approach to analysing our results. They
guide us in managing the Group, making
investment decisions and helping us
gauge how successful we have been in
the implementation of our strategy. The
same KPIs and business metrics are
disclosed externally and form the basis
for the review of our financial results.

Our results are reported in accordance
with International Financial Reporting
Standards (IFRS), but as in previous years
our internal analysis and external
disclosure of our financial performance
focuses on underlying profitability. The
adjustments we make from IFRS to an
underlying profit before taxes are always
related to specific non-recurring events or
items related to acquisition activities that
are neither indicative of the underlying
performance of our business nor of its
future growth potential. Where applicable,
our KPIs are disclosed and discussed

on the same adjusted basis.

Our Group KPIs:

Diluted underlying earnings per share
(EPS) is calculated as the underlying
net profit or loss attributable to ordinary
equity holders, divided by the weighted
average number of ordinary shares
outstanding and adjusted for the
potential dilution impact from any
outstanding share or option plans. It is
important that the use of equity-linked
instruments and share-based awards in
our compensation structure is reflected
in this earnings measure (please refer to
the ‘Compensation report’ section on
pages 76-103). Our financial target of
annualised EPS growth in excess of
10% over a business cycle, which we
define as five to eight years, applies to
the diluted underlying EPS.
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Operating margin is calculated as net
fee and commission income less expenses,
divided by net fee and commission
income. It excludes the impact

of ‘net other income’ — such as gains
and losses from foreign exchange
movements, seed capital investments
and hedging, or net interest income
and expenses — and therefore gives a
good representation of the operating
performance in our business. Over a
business cycle we strive to achieve an
operating margin of 35-40%.

Compensation ratio is calculated as
total personnel expenses divided by net
fee and commission income. It tracks

our ability to manage our largest expense
category — personnel expenses —in line
with net fee and commission income, the
source of revenues that drives most of
the compensation at GAM.

Underlying profit before taxes and the
underlying effective tax rate give
emphasis to our pre-tax profitability and
transparency on the bottom-line impact
of the underlying effective tax rate,
which is driven by a number of factors
that are not immediately tied to our
business performance.

Net cash is defined as cash and
cash equivalents minus interest
bearing liabilities.

Tangible equity is defined as equity
excluding non-controlling interests,
goodwill and other intangible assets.

Business metrics for investment
management and private labelling:
Net fee and commission income is
defined as fee and commission income
minus distribution, fee and commission
expenses. It includes performance fees,
but not net other income.

Management fee margin is calculated
as net management fees and commissions
divided by average assets under
management. For investment
management, we additionally report

a total fee margin that includes



performance fees (ie net fee and
commission income divided by
average assets under management).

Assets under management in
investment management are broken
down by capability, client segment

and currency. In private labelling, assets
are disclosed by fund domicile.

Net flows represent the net asset
additions or redemptions by clients. For
our investment management business,
we additionally disclose and discuss the
net flows by individual capability and
client segment. These developments are
discussed in the ‘Our businesses’ section
on pages 20-29.

Assets under
management and
net flows

Group assets under management
as at 31 December 2017 amounted
to CHF 158.7 billion, compared with
CHF 120.7 billion a year earlier.

Investment management
AuM movements (cHr bn)

Investment management assets
increased by CHF 16.2 billion to

CHF 84.4 billion through CHF 8.6 billion
of net inflows and CHF 7.6 billion of net
gains from market and foreign exchange
movements. Private labelling assets were
CHF 74.3 billion, CHF 21.8 billion higher
than at the end of 2016. Net inflows
added CHF 15.7 billion, while market and
foreign exchange movements resulted in
net gains of CHF 6.1 billion.

Income drivers and
developments

Management fee margins

The management fee margin earned on
investment management assets during
2017 was 62.1 basis points, compared with
63.6 basis points in 2016. The mix of net
flows and market movements across
products and client segments, in
particular outflows from higher-margin
absolute return products, and the
re-pricing of our Global Rates strategy
contributed to this slight decline. This
was only partly offset by higher margin
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systematic strategies that were added
through the acquisition of Cantab Capital
Partners at the end of 2016.

In private labelling, the management fee
margin was 6.3 basis points, compared
with 7.4 basis points in 2016, with the
reduction primarily reflecting a lower
margin on new assets compared with
the existing portfolio.

Management fees

Net management fees and commissions
in 2017 totalled CHF 503.6 million, up

7% from the previous year, driven by
higher average assets under management,
only partly offset by the reduction in the
management fee margins for investment
management and private labelling as
explained above.

Performance fees

Performance fees increased to

CHF 44.1 million from CHF 3.0 million,
with GAM Systematic strategies as well
as the unconstrained/absolute return
bond and other specialist fixed income
strategies contributing the majority of
these fees.

Private labelling
AuM movements (cHr bn)

2.6
6.7 2.9
’ 84.4
3.7 -1.6 19 21
1.9 1.2 i
72.2
45 2.2 -0.1

Dec Net  Maket Fx  Jun Net  Maket Fx  DeC Dec Nt Maket Fx dun Net Market Fx  Dec
2016 flows performance impact 2017 flows performance impact 2017 2016 flows performance impact 2017 flows performance impact 2017
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Net other income

Under the category ‘net other income,’
where we include the net interest income
and expenses, the impact of foreign
exchange movements, gains and losses
on seed capital investments and hedging
as well as fund-related fees and service
charges, we reported a decrease of

CHF 2.9 million to CHF 2.2 million in
2017. This decrease was driven by net
losses from foreign exchange
movements versus net gains in the
previous year, partly offset by net seed
capital gains compared with net losses
in 2016.

Expense drivers and
developments

Personnel expenses

Personnel expenses in 2017 increased
7% to CHF 264.6 million. Variable
compensation was 27% higher compared
with 2016, mainly due to higher
contractual bonuses driven by the

Management fee margin -
investment management (ps)

increase in performance and
management fees and the full-year
impact of costs associated with the
Cantab acquisition in the fourth quarter
of 2016. This was partly offset by the
accounting impact of broadening of
bonus deferrals across the firm. Fixed
personnel costs were 4% lower, driven by
a further decrease in staff levels by 5%
from 979 as at 31 December 2016 to 927
as at 31 December 2017.

Compensation ratio

Our compensation ratio declined to
48.3% from 52.0%, and is within the
target range of our new compensation
framework of 45-50%. Demonstrating
the Group’s operating leverage, the
increase in net fee and commission
income was greater than the increase in
total personnel expenses.

General expenses

General expenses for 2017 amounted to
CHF 106.1 million, up 3% from the
previous year. The figures in 2017 include
a full year of administration expenses,

amounting to CHF 8.8 million, mainly
reflecting fees paid to State Street for the
outsourced fund back and middle
office services. Excluding these costs,
general expenses only slightly increased
by 1%, despite the full-year impact of
costs associated with Cantab.

Depreciation and amortisation
Depreciation and amortisation decreased
by 29% to CHF 6.7 million as the
amortisation and depreciation period

for a variety of software and leasehold
improvements has ended.

Operating margin

The operating margin for 2017 was 31.1%
compared with 24.3% in 2016. The
increase in net fee and commission
income was greater than the increase

in expenses, demonstrating the Group’s
operating leverage.

Management fee margin -

private labelling (ps)

Il

2013 2014 2015
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Underlying profitability
and earnings per share

Underlying profit before taxes

The underlying pre-tax profit of

CHF 172.5 million in 2017 was 44%
higher than in 2016. The 16% increase in
net fee and commission income was
only offset by a 5% increase in expenses,
which continued to be managed tightly.

Effective tax rate

The underlying tax expense for 2017
was CHF 35.4 million, representing an
underlying effective tax rate of 20.5%.
The decrease from the underlying
effective tax rate of 21.5% in 2016 mainly
reflects a change in the geographical
split of our earnings and the tax rate
reduction in the UK.

Earnings per share

Diluted underlying earnings per share for
2017 were CHF 0.86. This represents an
increase from CHF 0.60 in 2016, resulting
from the increase in underlying profit.
This was partly offset by the slight

Group income’

increase in the weighted average number
of shares outstanding for diluted EPS,
driven by an increase in share-based
compensation plans and the higher GAM
share price, resulting in a higher level of
awards expected to vest.

IFRS net profit

Our net profit according to IFRS in 2017
was CHF 1283.2 million, all attributable to
the shareholders of GAM Holding AG and
compared with CHF 134.3 million in the
previous year.

Non-recurring and acquisition-related
items excluded from underlying profits
The following items, all net of taxes,
reflected in our results according to IFRS,
are excluded from our underlying profits:

Non-recurring items, resulting in a net
loss of CHF 17.2 million (all items net
of taxes). These mainly include
additional reorganisation charges
relating to the multi-year change
programme that the Group is currently
undertaking and an impairment of
investment management and client

Group expenses?
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contracts related to the acquisition of
THS. In 2016 the non-recurring items
resulted in a net gain of CHF 30.0 million,
primarily due to a one-time tax credit of
CHF 27.8 million.

Acquisition-related items, resulting in
a net gain of CHF 3.3 million (all items
net of taxes). These include adjustments
to the deferred consideration liabilities
related to the acquisitions of Cantab,
THS, Singleterry Mansley and Arkos (now
GAM Lugano). These liabilities represent
the part of the purchase price which

was deferred over multiple years and
linked to the future profitability of these
businesses. The gain from the net
reduction in these liabilities was partly
offset by the amortisation of investment
management and client contracts from
businesses we acquired in 2016 and
prior years and finance charges on the
deferred consideration liabilities. In 2016
the acquisition-related items resulted

in a net gain of CHF 10.1 million as a
reduction in deferred consideration
liabilities more than offset amortisation
and other charges.

Investment
management AuM

3

M 42% USD M 10% GBP
M 29% EUR M 10% CHF

9% Other

Y

O

M 11% USD M 41% GBP
M 11% EUR M 34% CHF

3% Other

M 40% USD M 10% GBP
M 30% EUR M 13% CHF

O

7% Other

' Percentage splits are estimated based upon the currency exposure of the underlying AuM on which the revenues are earned.

2 Percentage splits are estimated based upon the transactional currency, except for contractual bonuses which follow the same basis as revenue.
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Group income statement

2017 2016 Change

CHF m CHF m in %

Net management fees and commissions 503.6 470.5 7
Net performance fees 441 3.0 -
Net fee and commission income 547.7 473.5 16
Net other income 22 5.1 (57)
Income 549.9 478.6 15
Personnel expenses 264.6 246.2 7
Fixed personnel expenses 150.1 155.7 (4)
Variable personnel expenses 114.5 90.5 27
General expenses 106.1 102.9 3
Occupancy expenses 22.2 25.7 (14)
IT expenses 18.2 16.2 12
Communication and marketing expenses 28.7 29.2 2
Professional services, other fees and charges 15.3 13.6 13
Administration expenses 8.8 6.1 44
Other general expenses 12.9 12.1 7
Depreciation and amortisation 6.7 9.4 (29)
Expenses 377.4 358.5 5
Underlying profit before taxes 172.5 120.1 a4
Underlying income tax expense 35.4 259 37
Underlying net profit 137.1 94.2 46
Acquisition-related items (8.1) 8.6 -
Non-recurring items (21.2) 29 -
Tax on acquisition-related items 6.4 15 -
Tax on non-recurring items 4.0 0.7) -
Non-recurring tax item - 27.8 -
IFRS net profit 123.2 134.3 8)
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Balance sheet and
capital management

Assets and net cash

Total assets at 31 December 2017 were
CHF 2,445.4 million, compared with
CHF 2,378.5 million a year earlier.
This includes goodwill and other
intangible assets of CHF 1,716.5 million,
which were down CHF 20.1 million,
mainly due to the amortisation and
impairment of investment management
and client contracts.

Cash and cash equivalents at the end
of 2017 amounted to CHF 373.8 million,
up from CHF 352.7 million a year earlier,
mainly driven by the underlying net
profit of CHF 137.1 million which was
partly offset by the dividend payment
(CHF 102.2 million) and share
repurchases (CHF 18.4 million) for
share-based compensation plans.

Liabilities and tangible equity

Total liabilities as at 31 December 2017
were CHF 562.8 million, compared
with CHF 534.5 million a year earlier.
This reflects the increase in accrued
distribution fees and staff bonuses,
driven by the increase in management
and performance fee income,
respectively. This was partly offset
by a reduction in pension liabilities
driven by the return on plan assets
and adjustments to demographic
assumptions as well as a decrease

in the deferred consideration liabilities
driven by payments in 2017 and

reductions in expected future payments.

Tangible equity at the end of 2017
was CHF 166.1 million, compared
with CHF 107.4 million a year earlier.
The main contributors to the increase
were the IFRS net profit generated
in 2017 (CHF 123.2 million) and the
amortisation and impairment of
investment management and client
contracts (CHF 38.0 million), which
were partly offset by the dividend
payment covering the 2016 financial
year (CHF 102.2 million).

As at 31 December 2017 the Group had
no financial debt, as in previous years.
However, we extended the credit facilities
with two banks for CHF 50 million each,
one running through the end of 2019 and
the other through the end of 2020. Those
credit facilities, which are subject to
customary financial covenants, provide
the Group with further flexibility over its
cash and capital resources.

Treasury shares

IFRS requires a company that holds its
own shares for trading and non-trading
purposes to record those shares as
treasury shares and deduct them from
shareholders’ equity. As at 31 December
2017, our holding of own shares of

3.4 million was equivalent to 2.1% of
shares in issue. All of these shares were
bought back over the regular trading line
at the SIX Swiss Exchange (first trading
line) and held to cover our obligations
under share-based compensation plans.
This position increased by 1.2 million
shares reflecting the impact of our new
compensation framework to increase the
proportion of share-based compensation
as part of total remuneration. This was
partly offset by the cancellation of

0.6 million shares, bought back in
2016 as part of our share buy-back
programme 2014-2017. No shares
were bought back under the current
2017-2020 share buy-back programme.

Current share buy-back programme
2017-2020

The current share buy-back programme
with the purpose of capital reduction
started on 28 April 2017, following the
expiration of its predecessor programme.
It allows for the repurchase of up to

16.0 million shares over a maximum
period of three years. The share buy-backs
would be executed over a second trading
line at the SIX Swiss Exchange, where
GAM Holding AG acts as sole buyer, and
are funded from the Group’s cash flows.
No share buy-backs were made during
2017, as we continued to rebuild capital
buffers following the acquisition of Cantab
in 2016. The new programme will allow the
Group to return excess capital to
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shareholders once capital buffers are
rebuilt and in the absence of other
opportunities for investment.

Authorised capital

At the Annual General Meeting in 2016,
shareholders approved the creation

of authorised capital equal to 10% of
GAM Holding AG’s share capital in order
to improve the Group’s strategic
flexibility. The Board of Directors was
given the authorisation to increase

the share capital at any time until 27 April
2018 by issuing a maximum of 16,339,460
fully paid registered shares with a par
value of CHF 0.05 each. Of these
16,339,460 registered shares, the Board
is authorised to restrict or withdraw the
pre-emptive rights of the existing
shareholders with respect to a maximum
of 8,169,730 registered shares and
allocate such rights to third parties in
certain cases, such as acquisitions.

The Board of Directors plans to seek
shareholder approval at the upcoming
Annual General Meeting on 26 April 2018
to renew this authorisation for another
two years.

Dividend for the 2017 financial year
At the upcoming Annual General Meeting
on 26 April 2018, the Board of Directors
will propose an unchanged dividend

of CHF 0.65 per share, representing

an estimated total distribution of
approximately CHF 102 million (based
on the number of shares outstanding as
at 31 December 2017). The proposal
underscores our commitment to
maintaining a sustainable, progressive
and predictable dividend that will
increase broadly in line with earnings
growth through the business cycle. The
Board of Directors intends to pay this
dividend from our capital contribution
reserves, making it exempt from Swiss
withholding tax of 35% and income tax
free for private investors resident in
Switzerland.
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RISK MANAGEMENT

Effective risk management is
fundamental to all stakeholders of the
Group, including shareholders, clients
and employees, and is of interest to the
wider financial services sector.
Regulators continually assess our capital
positions as well as our approach to risk
and expect us to adhere not only to the
minimum regulatory requirements but
equally to industry best practice. The
Group regards the effective management
of its risk as being central to the
successful achievement of its business
objectives. It therefore has in

place frameworks that are designed to
embed the management of risk at
different levels within the organisation.

Risk management
framework and process

The Group’s approach to risk management
and control is a structured process that
identifies, measures, reports, mitigates
and controls risks. It is designed to
identify potential changes in the risk
profile of the business and is built on the
three lines of defence model, supported
by formal governance processes,
individual responsibility and senior
management oversight.

Risk management is not the
responsibility of one single individual
or department, but is the duty of all
employees within the Group. It forms
an integral part of good management
practice and normal business processes.
Line management forms our first line of
defence in risk management. The various

The three lines of defence model

risk control and compliance oversight
functions established by management
are the second line and independent
assurance as provided by our internal and
external auditors represents our third
line of defence.

The Group’s risk management framework
defines the Group’s fundamental
approach to risk and guides the
management and control of all types

of risks at different levels within the
organisation. It also serves to ensure that
the Group’s aggregate risk exposure is
commensurate with its risk capacity

and risk appetite as determined by

the Board of Directors, taking into
consideration the Group’s earnings
capacity and capital position.

BOARD OF DIRECTORS

GROUP MANAGEMENT BOARD

1st Line of Defence
Risk Mgmt & Ownership

Management oversight

Risk identification,
risk management &
mitigation

Ex-ante and ex-post
controls built into critical

2"d Line of Defence

Independent risk control

Risk Control

Compliance

Financial control

Internal control system

processes
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Internal audit

3rd Line of Defence
Risk Assurance

External audit
Regulators

External audit



The Group Management Board is
responsible for implementing the
overall risk strategy and the Group’s risk
management framework, as determined
by the Board of Directors, for managing
the risks of the company and for
monitoring the risk exposure and risk
management and control processes

of the operating entities. In particular,

it reviews the regular risk reports

and the annual risk landscape report.

The group chief risk officer being a
member of the Group Management
Board, independently assesses and
reports to the Group Management Board
and the audit committee of the Board

of Directors on all types of risks other
than legal, regulatory, compliance and
tax risks, and on the appropriateness
and effectiveness of governance, risk
management and control processes
and specifically whether they are
commensurate with accepted risks.

The group general counsel manages
and reports to the Group Management
Board and the audit committee of the
Board of Directors on legal, regulatory
and compliance risks, including any
material litigation, as well as regulatory
investigations, and ensures the

Group meets relevant regulatory and
professional standards in the conduct of
its business. The group chief financial
officer is, among other things, also
responsible for treasury and capital
management, including the management
and control of the Group’s operating
entities’ liquidity risk and compliance
with applicable regulatory capital
requirements, and for the management
and control of the Group’s tax affairs,
including the related reporting to the
Group Management Board and the audit
committee of the Board of Directors.
Day-to-day independent and objective
assessment and monitoring of risk in
the Group’s operating entities is provided
by respective control functions which
typically report to the group chief risk
officer, the group general counsel, or

the group chief financial officer.

In order to be able to respond quickly in
a crisis situation, the Group Management
Board has established a Group crisis
management committee; an ad hoc
committee that assists the Group
Management Board in the management
of a crisis. It includes senior executives
from all critical domains of the Group’s
business and can be invoked at short
notice. The purpose of this committee

is to facilitate a swift, well-coordinated
and informed response to a crisis with
all required information and know-how
at hand.

The Group’s risk landscape is dynamic
and evolves as the Group’s business mix
and market environment changes. The
identification of existing and potentially
newly emerging risks is a continuous
task, involving all management levels
within the Group and control functions,
as well as the Group Management Board,
the audit committee of the Board of
Directors and the Board of Directors.

The risk landscape is updated based
upon an analysis and assessment of the
potential impact that internal and external
events might have on the Group and that
might give rise to direct or indirect
losses. This analysis starts with the
identification of significant inherent risks
and is followed by the assessment of

the effectiveness of our existing controls
and/or other mitigating measures that
could be taken, and ultimately results in
an assessment of the remaining residual
risks. The resulting annual risk landscape
report is discussed and approved by

the Group Management Board, the audit
committee of the Board of Directors and
the Board of Directors, and is used for
strategic planning purposes and for our
risk-based internal audit planning.
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Risk types

Risk is defined as any potential event
that may have an adverse effect on the
Group’s ability to achieve its operational
objectives or execute its strategies
successfully, consequently preventing
value creation or eroding existing value.
In common with many businesses,

the Group is exposed to a range of risks
across many of its activities, including:

» Strategic and business risk
* Operational risk

* Reputational risk

* Financial risk

Strategic and business risk

Strategic and business risks represent
those events that could lead to an erosion
in our market position, compromise the
future profitability of the Group, or impair
the sustainability of our business.
Strategic and business risks arise when
our revenues fall and any reduction in
costs is insufficient to offset the decline
in revenues. These risks can be driven
by many events, either industry-wide or
specific to our Group, which could
adversely affect investment performance
and have a negative effect on our net
inflows, assets under management,
related fee income and capital basis.
Strategic and business risks can also
arise if events such as regulatory
changes result in an increase in costs,
or if the competitive dynamics lead to
erosion in profit margins or if the effective
corporate tax rate increases.
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The key strategic and business risks for
the Group include:

Volatility and disruption in world
capital markets as well as adverse
changes in the global economy

We derive substantially all our revenues
from investment management contracts,
under which the majority of fees paid

to us are typically based on the market
value of assets under management. In
the event of extreme circumstances,
including economic, political or business
crises, such as a widespread systemic
failure or disruptions in the global
financial system, we may suffer significant
declines in assets under management
which would adversely affect our
operating results and impact our ability
to attract and retain key people. Market
illiquidity and/or valuation issues could
also negatively affect our ability to
manage client in and outflows, or to meet
client redemption requests in a timely
manner. Our diversified business, in
particular our absolute return capabilities,
serves as a risk mitigant in relation to
asset classes’ market illiquidity and/or
valuation issues.

Change in investor appetite

Events in financial markets can cause
gradual or rapid shifts in asset allocations
and a change in investor appetite for
our products and services. Reduced
investor demand for our products and
services could lead to lower inflows
and/or higher outflows. In response,
we have a targeted set of products,
including such recently acquired, that
offer investors a range of risks and
returns depending on their risk appetite.
Furthermore, our client services
departments ensure that there is active
and timely communication with
investors to provide them with the
appropriate information to make
informed investment decisions.
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Loss of investment professionals

The departure of professionals, in
particular of investment professionals,
could result in a loss of knowledge

or expertise and, among other things,
lead to a fall in assets under management
and therefore a fall in our revenues

and profitability. We manage this risk by
providing our investment professionals
with a platform and an environment
within which they can prosper and
succeed. Furthermore, our incentive
packages are designed to be
competitive and to recognise and reward
good performance and risk
management. Our scale and product
diversification also serve as a risk
mitigant in relation to the potential loss
of investment professionals.

Risk is defined as any
potential event that may
have an adverse effect
on the Group’s ability to
achieve its operational
objectives or execute its
strategies successfully.”

Poor investment performance

Poor investment performance within

our product offerings could lead to a
decline in their value and result in lower
assets under management and lower
management fee revenues. Additionally,
a portion of our revenues are derived
from performance fees on investment
management contracts. Poor investment
performance could result in a significant
drop in performance fees or no
performance fees at all. Underperformance
of our products relative to that of other
investment products available to investors
could also lead to increased outflows
and lower future inflows, thereby reducing
assets under management as well as
management and performance fee
revenues. This is a key risk we have to
accept in our business. To manage this
risk, we focus on hiring and retaining
highly skilled investment professionals
who are incentivised to perform within
the parameters of their mandates. We also
operate robust investment processes,
have sophisticated risk management
processes and systems, provide regular
oversight of the performance of our
investment professionals and take active
steps to address underperformance if

it occurs.

Revenues and product profitability

We operate in a competitive environment
and therefore are subject to market
dynamics that could lead to a reduction
in historical product profit margins, as
described in the previous section. Our
business model gives us flexibility to
mitigate the effects of this risk. Our focus
is on delivering investment outperformance
so that our products enjoy continued
demand from clients. Providing quality
client services — for example, transparent
and comprehensive reporting — adds
value for investors in our products. We
are constantly on the lookout to seize
new investment opportunities and to
develop new products so that we can
ensure the breadth of our product
range is differentiated and attractive

to potential clients.



Client concentration

We have four broad client groups:
institutional investors, who are often
advised by consultants; retail investors,
who are typically intermediated through
banks, brokers and independent
advisers; private clients and charities;
and professional money managers,
who typically purchase GAM'’s fund
management company services allowing
them to focus solely on the management
of private labeled structures. The loss of

a large institutional investor or an important
wholesale intermediary relationship
could have an adverse effect on the
Group’s assets under management.

We mitigate client concentration risk
through the continued growth and
diversification of our distribution network
across multiple geographic regions,
and through having a breadth of
products and services targeted to
different segments of the market.

Foreign exchange risk

The Group reports its results in Swiss
francs. It is exposed to foreign exchange
risk as a large proportion of its revenue
and expenses relate to currencies other
than its Swiss franc reporting currency.
Fluctuations in exchange rates against
the Swiss franc impact the results of
the Group. We may engage, from time
to time, in foreign exchange hedging
transactions in an effort to mitigate the
negative impact of exchange rate
movements on our results. Refer also
to the currency risk description
included in note 19 of the consolidated
financial statements.

Day-to-day independent
and objective
assessment and
monitoring of risk is
provided by respective
control functions.”

Soundness of financial institutions
Financial services institutions are
interrelated as a result of trading,
clearing, counterparty or other
relationships. The 2008 financial crisis
highlighted the degree of interconnection
of the global markets and demonstrated
how the deteriorating financial condition
of one institution may materially and
adversely impact the performance of
other institutions. The Group and the
fund products and client accounts that
we manage on behalf of our clients
routinely execute transactions with
counterparties in the financial services
industry. We actively seek to mitigate the
resulting credit exposures through the
use of collateral and by applying other
exposure mitigation techniques, and we
continuously monitor the credit quality
of counterparties. However, we and the
fund products and client accounts that
we manage are not immune to credit,
operational or other risks in the event of
any default by a counterparty, or in the
event of other unrelated systemic failures
in the markets.
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Legal and regulatory change

Legal and regulatory change may affect
the investment management sector either
directly or indirectly. The environment in
which we operate is highly regulated and
subject to frequent changes as particularly
witnessed over recent years, and such a
trend is likely to continue. We constantly
monitor our products and sales practices
to ensure that they are compliant

with existing and emerging regulations.
Changes in and the evolving interpretation
of applicable laws and regulations
affecting such areas of our business
can result in previously unanticipated
costs or expenses. Legal and regulatory
considerations impact all areas of

our business, from our corporate
governance, to the structuring and
distribution of our products, to the way
we undertake business in many
jurisdictions. We have in place a strong
legal and regulatory control framework
to address these requirements built into
our Group entities and underpinned by
our legal and compliance function,
which comprises individuals with
experience across the entire range

of legal and regulatory topics that
affect our businesses.
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Implications of the UK’s vote

to leave the EU

The vote of the UK to leave the European
Union has created a lot of uncertainty. In
2017, the UK triggered the exit clause of
the EU treaty (article 50) that set the
deadline (March 2019) to reach an
agreement with the EU. We expect the
UK’s implementation of the exit to be a
process that will take several years.
Access to the EU and UK markets for a
fund product depends on the regulation
of the investment manager and the
distributor as well as of the fund product
itself. Given that the majority of the fund
products we manage have the EU as
their legal domicile (Luxembourg or
Ireland), we expect our daily operations
to be affected in a limited way. We also
have offices in several EU countries as
well as in the UK and Switzerland, with
staff in a diverse set of roles — from
investment management to distribution
and support — in most of the locations.
Nevertheless, we are closely monitoring
the negotiation between the UK and the
EU in order to be prepared for potential
fundamental changes in the regulatory or
operating environment if they arise.

Fiscal changes

Our Group has substantial business
operations spread across many countries,
with varying effective tax rates. Fiscal
changes in any of these jurisdictions
could either increase our effective
corporate tax rate or adversely affect
our investment funds compared to

other forms of investment products.
We monitor relevant fiscal developments
and, in particular, regularly review our
transfer pricing policies and procedures
in order to comply with applicable
international and local tax transfer
pricing regulations.
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Accounting risk

Accounting risks for the Group represent
the risk that our financial statements and
other statutory and regulatory reporting
do not accord with International Financial
Reporting Standards (IFRS) and/or other
relevant statutory requirements, are

not based on appropriate accounting
policies and/or do not incorporate
required disclosures. As the IFRS rules
applied by our Group are subject to
continued revisions and amendments

by the standard setter, such changes can
affect the way we present our results

in our income statement and equally how
we recognise assets and liabilities in

our balance sheet (see notes 3.2 to 3.3 of
the consolidated financial statements).
We maintain a comprehensive group
accounting and reporting manual,
which is regularly reviewed and updated,
if required, to ensure a consistent
application of these accounting
standards across the Group. We are

also in continuous dialogue with our
external auditors that on an annual basis
review our accounts and the controls
aimed at detecting potential material
accounting differences.

Pension fund accounting

The asset liability mismatch inherent
in defined benefit pension plans can
give rise to pension fund deficits as
determined in accordance with IAS 19
rules. Deficits calculated according to
these IAS 19 rules are subject to volatility,
depending on underlying changes in
the input parameters, such as asset
performance, inflation and discount
rates (see note 20 of the consolidated
financial statements).

Operational risk

Operational risks comprise the risks of
losses resulting from inadequate or
failed internal processes or procedures,
people and systems or from external
events. They also include conduct,
legal, regulatory, compliance and tax
risks resulting from failure to comply with
relevant laws and regulations as well

as contractual obligations.

Examples of potential operational risks
in the Group’s business activities include
trade errors, mis-selling of products,
errors in fund prospectuses, failures of
due diligence, including client suitability,
misjudgment of a product or new market’s
complexity, underestimation of the
implications to manage onboarded
highly customised private label
structures, breach of investment
guidelines, failures by third-party
providers of critical services, technology
failures, infrastructure breakdowns, fund
valuation and pricing errors, fraud and
financial crime, any other types of
mis-conduct, as well as evolving forms of
operational risks such as information
security breaches or cyber-crime.

Significant resources are devoted to
protecting the resilience of the Group’s
IT systems, including formal business
continuity plans and remote data
back-up and disaster recovery facilities
for its key locations. Business continuity
for its core activities is regularly tested
to maintain its effectiveness.

Serious legal, financial and reputational
consequences would likely result in

the case of a failure to maintain and
implement adequate programmes to
combat money laundering and/or
terrorist financing. As a Group active in
the global financial marketplace, we
also face the potential risk of violating
existing or new sanction programmes.
The risk of violating s