THOUGHT-LEADERSHIP

How to develop wealth
management in the Middle East

Wealth management in the Middle East has much potential to mature, if the industry can
achieve key goals such as fostering more dialogue with the regulator, finding and keeping
competent people, implementing robust risk controls and selling solutions not products.

The Middle East and Africa saw rela-
tively low growth in wealth in 2015, at
3% versus 4% in 2014, according to The
Boston Consulting Group’s 2016 global
wealth report.

This was partly due to low commodity
prices and political instability, leading
to lower equity and bond markets.

The latest figures from Capgemini Fi-
nancial Services Analysis, meanwhile,
pinpointed a HNW population of
610,000, on the back of a meagre 0.1%
in 2015.

At the same time, the total amount of
known wealth in the region rose by
0.9% to USD2.3 trillion.

Yet there is optimism, at least according
to several heads of retail and private
banking as well as senior executives in
the Middle East wealth management
community, at a roundtable hosted by
Hubbis in Dubai.
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Fundamentally, some participants said
they believe there is increasing scope
for the wealth management industry in
the Middle East to thrive given the
expected onshoring of wealth in the
coming years.

To be in a position to take advantage
of this, roundtable participants high-
lighted some of their key priorities and
initiatives - both for themselves and
the wider industry -which they said are
essential to move the sector forward.

“A fair and transparent working environment will create
more cohesion, to contribute to staff staying put.”

With the advent of various global trans-
parency initiatives, especially the
Common Reporting Standard (CRS) -
many clients who are aware there is
nowhere to hide assets are likely to also
realise that keeping money close to
home has a lot of appeal.

While this trend is just emerging, it
should pick up pace, said participants.

1. DRIVING MORE INDUSTRY
DIALOGUE AND COLLABORATION

The industry needs to build on the recent
initiative, in late 2016, to create the first
wealth management working group
within the UAE Banks Federation (UBF).

This positive step fills an important gap
that also further highlights the rela-
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tively embryonic nature of the industry
in the region.

Retail and corporate banking, compli-
ance, operations, for example, were
among the various other key segments
of the industry already represented
within the UBF.

The aim now for senior management at
the banks, is to drive more dialogue and
engagement with the regulator.

This will ensure the various wealth
management players can play a much
closer and more active role in shaping
regulations - rather than them being
imposed on the industry.

2. FINDING AND RETAINING THE
RIGHT TALENT

Hiring and then keeping good people
continues to be a struggle for most - if
not all - wealth management firms in
the Middles East.

The challenge for the industry is the
fact that too many bankers move firms
too frequently.

Not only does this add unnecessary
costs, but damages consistency in of-
ferings and client engagement.

Retaining talent, therefore, requires a
lot more time and attention from senior
management to ensure more stability
for the business.

Specific initiatives are needed to give
bankers more incentive to be more loyal.

These might include, for example, cre-
ating a more social environment, re-
warding the best performers and paying
more attention to the need to perfor-
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mance manage the rest, giving bankers
flexibility to collaborate with each other
when it comes to meeting revenue
targets and servicing clients.

More broadly, ensuring a fair and
transparent working environment will
create more cohesion, to contribute
to a greater likelihood that staff will
stay put.

3. AFOCUS ON SELLING
SOLUTIONS, NOT PRODUCTS

There continues to be an excessive
focus on selling individual products and
being focused on transactions.

Instead, advisers should focus on selling
investment solutions.

The problem, for example in Dubai, is
compounded by the lack of regulatory
controls over who can do the selling.

This results in funds being sold to a
wide variety of end-clients, often re-
gardless of their levels of wealth, in-
vestment experience or current port-
folio exposure.

On one hand, this is to be expected;
Dubai’s wealth management industry
is still relatively young - as is the Emir-
ates Securities and Commodities Au-
thority (SCA\), the relevant regulator, at
only around 15 years old.

However, doing the wrong thing for
clients has far-reaching reputational
issues - not just for an individual institu-
tion, but it can tar the industry with the
same brush.

Growing a wealth management business
in this type of compliant and sustainable
manner, therefore, is key.

4. DEVELOPING AND DEEPENING
SHARIAH OFFERINGS

There is a pressing need within the
Middle East wealth management sector
to develop the Shariah offering.

For the time being, the range of
Shariah-compliant products and solu-
tions remains limited, especially in
the funds space.

Further, those funds which do exist are
relatively small, for example, at around
USD100 million.

As a result, expanding what'’s available
and adding more depth to the market
is important in developing the Shariah
platforms of the relevant financial in-
stitutions in this space.

The need for more qualified individuals
with investment experience in the
Shariah world is a key component of
achieving this goal too.

5. DEALING WITH REGULATORY
ARBITRAGE

Driving more transparency across dif-
ferent jurisdictions, where possible,
especially in terms of pricing, is an im-
portant way for the wealth management
industry to try to eradicate mis-selling.

However, senior executive noted the
challenges in achieving this, given the
nature of regulatory competition
which exists.

And this isn't confined to the Middle
East; Singapore, London and Switzer-
land, for example, all want to develop
what they consider to be a conducive
environment for their own banks to
operate and compete. B



