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INDUSTRY UPDATE: Financial Services

Financial Services Market Outlook

As we define it, this market comprises banking, investment advice and
management, investment banking, insurance, accounting, and
associated financial services. One source says this about the industry’s
prospects:

“The global financial services market is expected to grow from
$23,319.52 billion in 2021 to $25,839.35 billion in 2022 at a compound
annual growth rate (CAGR) of 10.8%. The market is expected to grow to
$37,343.95 billion in 2026 at a compound annual growth rate (CAGR) of
9.6%.” [See Source] The same source explains that Western Europe is
the largest single market, followed by North America and highlights some
of the key trends facing this industry:

+ digitization of commercial lending,
+ continuing expansion of electronic payments, and
+ utilization of big data analytics.

Of course, the abrupt changes in interest rates implemented by the US
Federal Reserve and other central banks to curb rising inflation will
certainly also impact the industry’s outlook:

“Generally, high interest rates are good news for the future of the banking
industry and financial services companies as they improve investment
yields. In the longer term, digitisation and a DIY approach to financial
activity will have a transformative impact on businesses in the financial
sector. This banking industry trend will improve financial inclusion and
the availability of financial products and allow for cost-cutting. On the
whole, this is excellent news for the industry, but slow-to-act and high-
cost providers will suffer.” [See Source]

On the other hand, stock markets have contracted sharply in recent
weeks, with short term impacts particularly on investment advice,
investment management, and investment banking. This will likely affect
staffing as evidenced by this recent announcement:

“Goldman Sachs to kick off Wall Street layoff season with hundreds of
job cuts this month”
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At the rational level, it is understandable that when deal-making
drops off, a company like Goldman Sachs does not need so many
deal-makers or support people. Well-run companies are constantly
reviewing their human capital and evaluating this against the
expected demand, shuffling specific specializations as they do to
make sure that the demand and capacity remain relatively balanced
over time. In fact, even during a restructuring, new positions may
be created that require particular skills and experience.

For example, another stalwart in the industry, Ernst & Young, is
potentially planning to split to take better advantage of market
conditions:

“Ahead of a plan to split its auditing and management-consulting
businesses, Ernst & Young revealed that revenues grew by 16.4%
in the year to June 30th, the best growth rate in 20 years. Sales
from its consulting services grew at a faster pace than those from
accounting, although accounting still brought it more money. [E&Y]
thinks a break-up will allow the consultancy side to thrive, freeing it
from conflict-of-interest rules that stop it working with firms that
[E&Y] also audits. Its 13,000 partners will start voting on the spin-off
in November.” [The Economist, weekly September 24, 2022]

One of the enduring changes we can expect in the future,
especially in Europe is more attention to the composition of
companies’ boards. Here is how one source rates the overall board
situation in Europe:

+ “European financial services firms meet shareholder
expectations in traditional areas of boardroom experience,
including politics, accountancy, legal and compliance.

+ But directors with sustainability, FinTech and cybersecurity
experience are underrepresented in the boardroom, according
to investors.

+ However, board appointments in sustainability and technology
are accelerating, with almost half (45% and 46% respectively)
of directors with experience in these areas recruited in the last
three years.

+ And, while gender diversity remains below investor
expectations, the data shows more female than male board
appointees have been made over the last three years.” [See

Source]
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Outside the boardroom, other pockets of opportunity in this industry
revolve around the reimagination of the energy business, both due to a
new emphasis on environmental sustainability and trailing impacts from
Russia’s invasion of the Ukraine. These investments will buoy the Middle
East as Europe pivots away from Russia, and stimulate electric vehicle
manufacturing and charging infrastructure, gas terminals and
transportation, and create demand for executive talent not only in
engineering but in financial service disciplines as well. [Read New Energy
for Your Life, Your Career, and the World for more information.]

Another major segment, the insurance sector, has showed incredible
agility in managing the recent string of crises. One source forecasts this
segment’s immediate future as follows:

“The road ahead is dotted with multiple hurdles —rising inflation,
interest rates, and loss costs; the looming threats of recession, climate
change, and geopolitical upheaval; and competition from InsurTechs
and even noninsurance entities such as e-tailers and manufacturers, to
name a few. This is no time for carriers to be satisfied with the
adaptations they’ve had to make.”

Editor’s Note:

In this particular Update “executives” will generally refer to the Vice
President, Senior Vice President, Chief Operating Officer, Chief
Financial Officer, Managing Director, Chief Executive Officer, Chief
Human Resources Officer, Chief Marketing Officer, Chief Information
Officer, Managing Partner, General Counsel, Head, and President titles.
Unless otherwise noted, the data in this Update will largely come from
LinkedIn and represents a snapshot of the market as it was at the time
of the research. Is LinkedIn truly representative? Here’s a little data:
LinkedIn has approximately 850 million users. (See Source) It is by far
the largest and most robust business database in the world, now in its
19th year. LinkedIn defines the year over year change (YOY Change)
as the change in the number of professionals divided by the count as of
last year and “attrition” as the departures in the last 12 months divided
by the average headcount over the last year.
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“Instead, they should be building upon the momentum they’ve
achieved to maintain an ongoing culture of innovation while
making customer-centricity the focal point of the industry’s
standard operating model.” [See Source]

The same source goes on to highlight the relative risks and
opportunities in multiple subsegments of the insurance market,
illustrating as it does so the overall theme for the financial services
industry: expect significant changes and, while staying put
becomes ever riskier, keep your eyes open and take educated
risks going forward that can potentially pay big dividends.

Executive Employment

[See the Editor’s Note for more details and definitions.]

Some 900,000 executives work in this industry, a population that
grew by about 1% in the last year and shows a persistently low
female executive share of just 25%. Industry players in the EU, UK,
and Middle East employ some 256,000 execs, a group that
expanded by 2% in the past year but is even less gender balanced
at just 18% female, while the US cohort comprises some 648,000,
having grown by 1%, and boasts a higher though modest female
executive share of 27%. Median tenure runs 3.8 years in the EU, UK
and Middle East group and 4.7 years in the US.

Not surprisingly, LinkedIn identifies the most executives in four major
sectors (Chart 1) including banking, insurance, investment
management, and accounting, which collectively employ
approximately 660,000 execs—73% of the total industry’s executive
population.

These largest segments are not the fastest growing, though. That
accolade goes to VC & PE (+7.3%), Non-profit Organization
Management (+6.7 %), Biotechnology (+6.2%) and Research
(+6.1%). Other sectors have in fact contracted over the last year,
including Oil & Energy, Medical Practice, Transportation, and
Restaurants.
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Chart 1: Executives Employed by Segment

Number of Executives

Growth Year on Year

Banking | 225,243 | +0.8%
Insurance | NN 173,340 l +0.7%
Investment Management | [142,384 B +2.1%
Accounting | I 116,152 W 2%
Investment Banking B +2.7%
Real Estate B +2.2%
Information Technology & Services N +2.8%
Management Consulting N +3.0%
Non-profit Organization Management N +6.7%
Higher Education N +4/4%
Computer Software N +5.6%
Marketing & Advertising M 1.2%
Capital Markets I +3.8%
Venture Capital & Private Equity N +7.3%
Civic & Social Organization N (+5.8%
Hospital & Health Care | +0/4%
Construction | +0.8%
Internet N +4/5%
Professional Training & Coaching [ | +%6%
Health, Wellness & Fitness | +2.0%
Government Administration | +2.0%
Retail M +1.2%
Education Management | +1.9%
Sports | | +2.3%
Automotive -0.4% |
Law Practice 1 | +1.6%
Telecommunications -1.1% M
Staffing & Recruiting N +2.8%
Renewables & Environment N +4/5%
Program Development N +2.7%
Hospitality 1 W 41.4%
Oil & Energy -1.4%
Transportation/Trucking/Railroad --1.0% M
Medical Practice --1.4%
Legal Services 1 | +13%
Entertainment M +1.5%
Research || +6.1%
Restaurants -0.9% W |
Philanthropy N +2.6%
Biotechnology | I +6.2%
The Barrett Group® October 2022

VN

BARRETT

GROUP

In keeping with
the size of the
segments noted
above, Chart 2
(see following
page) lists mainly
banks as the
largest employers
of executives,
with two notable
exceptions:
Goldman Sachs

and Marsh, a . .- Read
diversified The Upside of Downsizing Morel

financial services
firm and an insurance specialist. Overall, it seems that the
fastest growing subsegment in the past year has been
consulting specialists such as EY (+15.8%), KPMG (+14.6%),
PwC (+12.2%), but Goldman Sachs (+12%) and Blackstone
(+18.2%) also grew strongly.

As mentioned in the introduction, Goldman Sachs may be
reversing some of that growth later this year. Bear in mind that
this company has about 8,300 vice presidents and almost 190
C-level officers collectively having an average tenure of 7.3
years if LinkedIn’s data is correct, and that this group has
actually grown over the past year by a net 115 positions. Most
of the talent flow has been an exchange with Morgan Stanley
(-26 departures /+28 hires), JP Morgan Chase & Co. (-14/+26),
Next Capital (+36), Citi ((-10/+17), and Wells Fargo (-12/+11).
(Note, Barrett Group clients have access to incredibly detailed
data on millions of companies via our research arm.)

Interestingly, Blackstone added a net 1,279 employees (not
just execs) and has hired significantly from Goldman Sachs
over the past year (-16/+72), Morgan Stanley (-13/+47), PwC
(-4/+46), EY (-2/+40) not to mention a long list of additional
donor companies. Peak hiring occurred in June 2022 so far.
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In relatively unconcentrated industries we often see more
Chart 2: Companies Emp|oy|ng Executives CEOs than Vice Presidents because every small company

must have a head honcho, however, this industry is obviously
much more concentrated based on the title demography
(Chart 3) that shows relatively more Vice Presidents. The

Number of Executives Growth Year on Year

Bank of America | mm— (13613 | | ]Ls.al% preponderance of Presidents is an interesting point—quite
Goldman Sae | otas 7% N o b2 4% different from most industries possibly because of the strong
Deutsche Bank | 3,956 1+1.19 banking component. Female executive shares peak in the
BNY Mg‘h’g — N Ik Chief Operating Officer (32%), Vice President role (36%) and
Marsh |mmm 3,105 | +1.0% Chief Marketing Officer (40%) and achieve their nadir in the

BlackRock |m 2,679 I 47.8% Chief Information Officer and Managing Partner positions
State Street [ 2,590 | M 44.1% hat 15% f |
U.S.Bank |mm 2473 1o (each a o female).
HSB(S') = 2|213 -42% I
2,154 ] +1.19 . : :
Bank of America Merrill Lynch  |m 2/100 -415% Chart 3: Executive Titles
EY |mm 1,981 i I +15.8%
Northern Trust Corporation |# 1,877 |
Barclays Corporate & Investment Bank |# 1,830 +-0.6% |
BNPJPfafritgas : 1,313 ] . . .
efferies 1,292 .
R M&T Eant = 15; 12.4% . . .
egions Ban ,25
MUFG |m 1,247 -1.2 Vice President _ 167,102
PwC |H1,217 12.2%
TD [m1,214 : : -
WTW m 1,154 -2.3 . . ) I
Comerica Bank 1l 1.107 Chief Executive Officer _ 163,853
a IITrl.r{‘ist :98 v ;
96 . .
%iggeﬁé 1 966 ] Managing Director _ 149,651
F(i;th T(f:lird Bank : 96 0.5 .
uy Carpenter 918
. Y.!nion Bank |E915 1.7 Senior Vice President - 71,4
City National Bank i 914 | ] 8%
s Bléckstonle : g 3 ] N +18.2% .
ociete Generale | ;
SunTrust us -3.6% Managing Partner - 52,937
Lockton Compggig_? : g b 79
AIG [1820 4.7 Chief Financial Officer - 47,896

Raymond James |l 805
USI Insurance Services 1798

Charles Schwab |1 785 Chief Operating Officer 30,656
Huntington National Bank |l 780 Iy
BMO Harris Bank |I 744 0.8
Capital One [1740 ]
ixBank 1 734 +-0.4
izuho 1710

HUB International |l 689
RBC Capital Markets |1 677
Bank of the West |1 667,

Chief Marketing Officer || 5,391

Chief Information Officer I 8,231
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Chart 4: Specializations

~ Investments
Financial Services
Portfolio Management

Number of Executives

I 117,482
I 102,734
I 102,072

As usual, we are interested to know a little more about what these executives actually do,
and Chart 4 sheds some light on this point by enumerating the specializations that
executives have cited in their LinkedIn profiles. Normally Sales and /or Business
Development top these charts but not in this industry. Here the specific skills of Finance,

) ~ Finance | 201,329 Financial Analysis, Risk Management, Banking, Insurance, and Investments come out on top
Financial Analysis B 147,673 ahead of more generic skills. If readers are considering transferring into or out of this
Risk Management | 134,068 . . . . . .
anking | I 133 269 industry, the relative frequency of the more generic and transferable skills can be seen in this
Insurance | NN 129,007 report: Do You Have Tremendous Transferability? A number of the financial service’s most

common skills appear to be highly transferable from industry to industry including Finance,
Budgeting, Business Planning, Mergers & Acquisitions (M&A), Financial Analysis and Risk

Mergers & Acquisitions (M&A) | 93,697
Ngw Business Development | 78,847 Management.
oans |WEEEE 75,066
Accounting BN 72,161
Asset Management | 71,497
Corporate Finance |mmmmm 70,358 .
Financial Modeling B 69,953 , Have you noticed
Business Planning | 69,553 M ST the volume of
Budgetmg{ N 68,922 \ b
Sales Management | 66,845 news about
5 D_I.Credn _—_ gzs, 13; energy and the
ue Diligence 162, ;
Financial Plagnnin_g I 60,733 climate lately?
F_Entreplr%neurrsthlp -__ 59,790 Clearly, we are at
inancial Reportin 1 58,807
Prvale Equy | S0tz moment i history
art-ups | 56, :
A UlthenlNéi;c(iﬁg _— gg,g)g The constrained
nalytical Skills 16
Capital Markets | Bl 53,754 gas supply fpr
_ Equities |mmN|52,954 Europe provides
Business Analysis |i|52,771 one explanation
Investment Banking |l|52,515 is th
Valuation W 50,193 asisine
MaFr;agemePt Consultm% = 2,27 crescendo of
rocess Improvemen ,
Executive Management Bl 41,298 fIqods, drought,
_ Small Business M 41,255 wildfires, and
Fixed-Income Investing | 40,604 dramatic weather
Credit Analysis |#8 40,13 events—mountin
Program Management |l 39,23 ; g
Property and Casualty Insurance B 38,5 evidence that the
Wealth Mana S&?nng; = g,g environment is
Mortgage Lending | 37,491 - changing rapidly.
Commercial Insurance |# 36,87 New Energy for Your Llfe, Your Ice is melting on
0 C‘{-“"me,(,‘l"a' Banking — glaciers and both
perations Managemen y
Financial Risk |== 35,242 Career, and the World [Read More|  polesand sea
Recruiting |BM 34,013 ) "~ levels are rising.
Hedge Funds B8 33,968
Financial Accounting |#8 33,691
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Chart 5: Executive Locations As far as location is concerned, Chart 5 provides an overview

of where the biggest populations of industry executives work.

Number of Executives Growth Year on Year New' York stands head and .shoulders above the others in the
New York Citv Metropolitan Area : : 107206 | |2 4o ranking but also boasts a higher than average +2% growth
I % )
Los Angeleg MetroBoman Area | 43,291 ’ 1 | +1_L‘§/°‘ rate, whlph n'onetheless pales compared to the head_y +3% or
London grea,tUngﬁq Kingﬁc\iom _— 36,786 ] _— +2.6% more visible in the UAE, Frankfurt, Ireland, and Saudi Arabia.
reater IcCago Area 29,069 +12% i H
Miami-Fort Lauderdale Area |mmm 54 348 = 40 8% Nevertheles_s, nume,rous cities in the US apd Europe also
Greater Boston |mmm 24,305 R +1.9% exceed the industry’s overall growth rate, including London
WashinstagnFISaCnggﬁ?m%?g Q:gg = 14,82:?: ) i _—.1 gé/B% (+2.6%), Paris (2.1+), Columbus/OH (+2.1%), Munich (+2.3%),
Dallgs-Fort Worth Metroplex | 31,104 1 — 1 7% Raleigh/NC (+2.0%), and Milan (+2.4%).
Atlan(t;a Mttatro r?’llitadnl rt:ga =1,658 | -_I+1 %
__reater Fhiladelphia 17,634 : - 5% There is an interesting variation in the executive gender mix
Greater Paris Met{ﬂ%ﬂ{é‘?mﬁg{gﬂ =11 25;55 ] __' 1f§;:/" based on location that is probably also related to the industry
5 Mciharlolt:e l\/ketro : 10,272 | _-' +1.4% mix there, too, with the high end in Seattle and Portland (30%
enver Metropolitan Area 9,905 | +1.0% ; ;
Greater Phoenix Area  |H 9547 1 |m J0.6° female), followed by San Francisco, Washmgton,_DC,
Detroit Metropolitan Area [N 9,388 T . 1.1% Charlotte, and Atlanta (29%), Houston and Detroit (28%), and
Greater Minneapolis-St. Paul Area  |N 9,256 1 | . 102% Boston (27%).
United Arab Emirates |H 9,108 ] I +3.4%
Greater Tampa Bay Area |l 7,997 | |m+b.5% , . o
_ Greater Seattle Area |1 7,404 B 10.8% LinkedIn also offers an assessment of the relative hiring
san Dlegogl etr’? poclzlfan ?reg :g’gezs = '23 . demand in each location whereby the following markets are all
’5?‘92{6, S‘Fﬁ,ﬁgo 16,586 -+ 0.7% cited as having a “very high” hiring demand: New York,
The Rand (t':‘nrga}\lertﬁt. |L°‘§S :ggg = 8.3:/0 London, Chicago, Boston, San Francisco, Dallas-Fort Worth,
e Randstad, Netherlands ,52 8% ; ; ; il
Kansas City Metropolitan Area ]I 5.349 —1/2% Paris, Charlotte, Austin, Nashville, Raleigh-Durham.
Austin, Texas Metropolitan Area I 5,303 I +1.9%
Greater Madrid Metropolitan Area |l 5,175 | +0.2% )
Salt Lake City Metropolitan Area |l 5,040 | | +1.0% SLIBMAES
Greater Pittsburgh Region |l 4,836 | . +1.1%
Frankfurt Rhine-Main Metropolitan Area |l 4,672 ] I +3.0%
Ireland |l 4,579 +3.4%
Portland, Oregon Metropolitan Area |l 4,360 B +0.8%
Columbus, Ohio Metropolitan Area |l 4,237 I +2.1%
Nashville Metropolitan Area |l 4,216 B +1.1%
Greater Stockholm Metropolitan Area |l 4,173 . 1+1.8%
Greater Munich Metropolitan Area |l 4,158 I +2.3%
Cincinnati Metropolitan Area |l 3,968 M +0.69
Greater Indianapolis |l 3,935 B +0.4%
Saudi Arabia |l 3,910 +3.1%
Metro Jacksonville |l 3,856 | +0.9%
Raleigh-Durham-Chapel Hill Area | 3,7 . +2.0%
EEypt 13,7 B +1.7%
Las Vegas Metropolitan Area |/ 3,6 | +0.9%
Greater Mil MG{eateIr.tHar'&ford : gg .+ 3%'> 2 \ :
reater Milan Metropolitan Area , 1 [ 2.4% m,f ¥
Greater Sacramento :: 3,5 ] l- +112% the M or Executives
Greater Milwaukee | 3,4 0.3%
Greater Richmond Region | 3.2 |- +1.2% [Read More]
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