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As has been the case over the last five 
years, change has been among the few 
constants in Swiss wealth management 
over the past 12 months. 

The industry and its institutions have 
continued to adapt to new global re-
quirements on reporting and transpar-
ency. At the same time they have faced 
increasing competition from other off-
shore wealth management centres, 
while continuing to meet the increas-
ingly sophisticated demands of inter-
national and domestic HNW and 
UHNW individuals and families. 

The publication covers a diverse range 
of topics, and aims to plot a path for 
the future of Switzerland’s world-lead-
ing private banks, independent wealth 
managers, asset management firms and 
technology providers as they navigate 
this new era of transparency, competi-
tion and innovation.

Derived from a series of in-depth con-
versations between Hubbis and leading 
practitioners in each of these segments, 

Foreword

the features articles, expert insights and 
other content explore the private 
banking landscape in Switzerland today, 
and how it might look tomorrow. 

It considers the current role of Switzer-
land in global wealth management, and 
the ways it can further enhance its value 
proposition as a private banking hub, 
and increasingly as a base for innovative 
investment solutions.

Technology, and adapting to growing 
regulatory requirements, will be a sub-
stantial element of this journey, and are 
explored in two in-depth feature arti-
cles. Last but not least, the publication 
considers how Swiss institutions can 
embrace the opportunities to serve 
HNW and UHNW individuals and fam-
ilies in Asia. 

We hope you are enlightened and in-
formed by the content herein, and we 
look forward to reporting on develop-
ments over the coming 12 months in 
our next edition, Swiss Private Banking 
& Wealth Management 2016.

Welcome to the second edition of Hubbis’ flagship 
annual publication covering private banking and wealth 
management in Switzerland. 

ANDREW CROOKE
EDITORIAL AND CONTENT DIRECTOR

HUBBIS
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How Swiss wealth managers are 
getting back to basics
An end to regulatory overhang is moving ever closer for Swiss wealth managers. With 
their task of dealing with non-compliant assets drawing to a swift conclusion, they can 
now focus fully on how best to thrive in an increasingly competitive market.

The last few years have been arduous 
for Swiss wealth management firms, 
as they have sought to deal with legacy 
non-compliant assets and higher regu-
latory requirements. Although this 
process is not fully complete, the shape 
of their industry’s future is clearer, and 
institutions can start to focus on how 
best to operate within it.

About 100 of the country’s banks and 
the Swiss operations of non-local in-
stitutions that have signed up to the 
US Department of Justice programme 
on non-compliant legacy assets have 
yet to reach an agreement. 

As of June 19 this year only 11 had 
reached a deal.

However, the number of settlements 
is accelerating – the first was only in 
March – and internally, Switzerland’s 
authorities are keen to bring the clean-
up process to a close and restore the 
country’s reputation. 

In late May, the government published 
the names of suspected foreign tax 
evaders from Russia, France, Germany, 
India and other countries, according to 
a widely-covered report by Swiss 
newspaper SonntagsZeitung. 

An end to regulatory overhang, which 
has shadowed Swiss wealth manage-
ment for too long, is in sight. 

RESURGENT VALUE
The industry has already started to 
shift focus back to doing what it does 
best – preserving and enhancing the 
assets of international HNW and 
UHNW individuals and families. 

Swiss institutions, and the wealth man-
agement industry as a whole, can 
return to their core value proposition.

“The traditional players 
are now responding to the 
pressure they face more 
quickly than many other 
institutions.”

MARK BUESSER
IMTF
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Indeed, commentators believe these 
manifold strengths are unmatched by 
any other financial jurisdiction world-
wide. Switzerland is regarded as having 
high competency and quality of service, 
and an open environment for business 
and entrepreneurship.

The easy times the industry knew for 
many years will disappear, but all its 
qualities remain valid and there is sub-
stantial room to do good business.

The EY European Banking Barometer 
– 2015 report shows that most par-
ticipants have an optimistic view of 
their industry. Some 43% of respon-
dents said Swiss private banking and 
wealth management has a ‘fairly good’ 
or ‘very good’ outlook for the coming 
year, versus only 18% who said pros-
pects were ‘fairly poor’ or ‘poor’.

Despite its well-publicised challenges, 
the renown of Switzerland’s for the 
quality of its service and the ingenuity 
and entrepreneurialism of its people 
remains very much intact.

“I am positive about the Swiss wealth 
management industry because the 
traditional players are now responding 

Furthermore, according to BCG’s 
Global Wealth 2015 report, Switzer-
land is facing increasing pressure from 
emerging offshore booking centres, 
particularly Hong Kong and Singapore. 

Between them these two Asian finan-
cial centres accounted for 16% of 
global offshore assets in 2014, the 
report says. 

Although this is well short of Switzer-
land’s 25%, or USD2 trillion, it is clear 
the country should consider Hong 
Kong and Singapore as legitimate rivals.
With the impetus of more burdensome 
regulatory requirements, and this in-
creased competition, consolidation in 
the industry has been inevitable. 

The number of institutions in private 
banking has already declined, falling 
24% between 2005 and 2013 to 139 
institutions, according to a Reuters 
report in early 2015. 

And according to Scorpio Partnership, 
2014 saw an unprecedented amount 
of M&A in Swiss wealth management, 
with AUM of more than US$138 billion 
changing hands. 

Once the regulatory overhang of the 
US programme is removed, the rate of 
consolidation can only accelerate. 

A surprisingly large 5% of respondents 
to EY’s European Banking Barometer 
survey said they expected no consoli-
dation whatsoever in the coming 12 
months, but when asked about their 
outlook for the coming three years the 
figure fell to zero.
 
When it gains pace, consolidation will 
not only impact private banks, but also 
the Swiss external asset manager 

to the pressure they face more quickly 
than many other institutions,” says 
Mark Buesser, chief executive officer 
of document management and compli-
ance firm IMTF.

GLOBAL CHALLENGE
With disclosure requirements making 
tax minimisation no longer a reason 
for the world’s wealthy to put their 
money in Switzerland, the country’s 
wealth managers now have to compete 
on a global basis, often against low-
cost alternatives. 

This presents challenges. 

According to the Deloitte Wealth Man-
agement Centre Ranking 2015, Swit-
zerland is on the borderline between 
being a “winning” international wealth 
management centre and a “stagnating” 
one. It defines the former as booking 
centres that grew international market 
volume (IMV) between 2008 and 2012, 
or pre-FATCA, and from 2012 to 2014. 

Although Switzerland maintained INV 
growth over both time-frames, it did 
so at a rate of only 2% in the latter 
period, considerably slower than the 
pre-FATCA era’s 12%. 

“Fees are not low in 
Switzerland, but many 

clients will pay more as 
long as they know they 

are going to receive a 
high level of service.”

STEPHANIE JARRETT
Baker & McKenzie
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(EAM) segment, which currently in-
cludes about 3,500 firms.

Their number is widely expected to 
decline to somewhere between 500 
and 1,000 institutions.

This includes a subtle form of M&A, 
whereby firms enter revenue-sharing 
agreements, combine their books and 
eventually let the dominant institution 
subsume the less prominent partner.

MARGIN COMPRESSION
As well as having to cope with exten-
sive regulatory requirements, and 
heighted competition, the Swiss wealth 
management industry is entering an 
era of thinner gross margins. 

This is due to the popularity of ex-
change-traded funds as the core build-

at a much faster 43%. This means do-
mestic business has become much 
more important on a relative basis.

NATURAL ADVANTAGES
Against this backdrop, Adrian Kunzi, 
chief executive offier of Notenstein 
Private Bank, believes domestic wealth 
managers will remain at an advantage 
versus their international rivals.

“A good brand name enables you to be 
successful with local clients, and a 
strong domestic proposition is key to 
generating decent profit,” he explains.
“It is difficult for a subsidiary of an 
international bank to acquire these, 
and the Swiss banks are consolidating 
their positions.” 

Kunzi’s own firm is no exception, 
having made two acquisitions in the 

ing blocks of investment portfolios, 
and the low interest rate environment, 
including negative rates in Switzerland, 
pushing people towards other less 
risky, and less profitable products. 

There are also issues such as the in-
crease in assets from UHNW indi-
viduals who, due to their large trade 
volume, generally carry a lower ‘fee-
per-franc’, and outflows of money that 
once would have been kept in Swit-
zerland as a means of minimising tax. 

Indeed, fiscal regularisation has meant 
Switzerland is no longer as reliant on 
overseas clients as it was in the past. 

According to the Deloitte report, its 
share of international business has 
been rising at a rate of 7%, but domes-
tic market volume has been growing 

DEVELOPMENT OF TOTAL MARKET VOLUME FOR SWITZERLAND �IN CHF BILLION� 

Source: Deloitte Wealth Management Database
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past 12 months. In September 2014 
Notenstein took on the wealth man-
agement assets of Landesbank Baden-
Wurttemberg Switzerland, and earlier 
this year announced its merger with 
private bank La Roche & Co.

The banks have had some support from 
quantitative easing, and the largest 
players remain highly profitable. Those 
that are not could be in danger, accord-
ing to Ray Soudah, founder and manag-
ing partner of mergers and acquisitions 
firm MilleniumAssociates.

“Quantitative easing by every central 
bank, including Switzerland’s, has pro-
vided support to banks’ profitability as 
they are substantially dependent on 
equity values for their revenues,” 
Soudah says. 

“Stock markets are at record levels and 
the big private banks are still making 
substantial revenues. The banks are 
making money, and any that are not in 
this generous easy money environment 
are likely to be in deep trouble.”

RECALIBRATION
In this new business environment of 
robust challenges and clear opportuni-
ties, institutions will need to recon-
sider what types of business they 
undertake, and what type of client they 
serve, believes Bruno Patusi, head of 
wealth & asset management at con-
sultants EY.

“Some of the large private banks have 
clear strategies for the UHNW space 
and talk about collaboration between 
[investment banking] and PB, which 
seems to work well,” he says. 

“They have also revisited mass affluent 
and retail client strategies, but the core 
of the business is still HNW and there 

is still a need to revisit the strategy for 
that in Europe.”

From a geographical perspective, in-
stitutions are having to look at which 
markets they should exit.

This is because banks and wealth man-
agers need to offer the equivalent of 
‘onshore advice’ in every market they 
cover, according to Soudah. 

Indeed, regulators are in some cases 
encouraging RMs to focus on as few 
as two or three markets.

On a global basis, this could lead to 
the movement of USD500 million to 
USD1 billion in AUM between firms, 
he believes, with half of this in Euro-
pean markets.

For Patusi, Swiss private banks now 
need to take a close look at all elements 
of their service, including platform and 
technology as well as product offering 
and pricing.

“All of this needs to be rebuilt as it has 
been driven by banking secrecy in the 
past – this was an easy way [for private 
banks] to do business – but has now 
gone away,” he says.

PERSUASIVE VALUE 
The global trend of a move to fee-for-
advice model should hold Switzerland 
in good stead, given its renown for 
service quality. 

But the country’s wealth management 
institutions must continue to prove 
able to deliver value to clients, believes 
Zeno Staub, chief executive of Vonto-
bel private bank. 

“In every business including private 
wealth management or any type of 

product delivery you will have to stand 
out by adding value to clients and be 
able to explain how your service, advice 
and performance delivers this,” he says. 

“For this [type of service] to succeed 
clients are willing to pay a respectable 
level of fees.”

Stephanie Jarrett, Geneva-based head 
of the wealth management practice 
group at consultants Baker & McKen-
zie, believes Switzerland possesses 
everything it needs to thrive in such 
an environment. 

“Clients come to Switzerland because 
they want their assets protected, but 
also because they will receive a good, 
multi-lingual level of service,” she says. 

“The fees are not low here, but many 
clients will pay more as long as they 
know they are going to receive a high 
level of service.”

The end to regulatory overhang will 
mean Swiss private banks and wealth 
managers can start to concentrate on 
doing good business, and meeting 
clients’ needs. 

However, it also means that they will 
have to compete on a level playing field 
with other, up-and-coming jurisdic-
tions, which was not always the case 
in the past.

Switzerland can no longer rely on its 
long-held status as the ‘grand old man’ 
of global wealth management. It must 
now prove its value over both other 
established offshore centres and the 
emerging ‘young bucks’ of Asia. 

All the signs point to it having the 
talent, the knowledge-base, and the 
resilience, to do just that. 



Switzerland | Singapore | UAE | Germany | Austria

IMTF Banking Software Pte. Ltd. | 10 Anson road, #34-16 International Plaza | Singapore 079903 | Phone: +65 6735 6150

ICOS

Automated Onboarding 

• Client Onboarding & Account Data Management

• Seamless onboarding from capturing to client 
welcome package

• Structured and guided for every type of product

• Ensured regulatory compliance: KYC, FATCA, 
MiFID, suitability, risk profiles

• Multijurisdiction, multichannel, and 
multilanguage 

Hubby - A4 ad - June 2015 26.062015



EXPERT INSIGHTS

10       SWISS PRIVATE BANKING AND WEALTH MANAGEMENT 2015

How business expansion can 
combat Swiss margin squeeze
With the Swiss wealth management industry now in an era of margin compression, many 
institutions will need to bulk up and offer enhanced services in order to thrive, believes 
Adrian Kunzi of Notenstein Private Bank. 

Changes in the operating environment 
for Swiss wealth managers are causing 
margins to decline, making volume in-
creasingly important for institutions 
such as Notenstein Private Bank, says 
chief executive officer Adrian Kunzi. 

Margin squeeze has already caused 
some firms to leave the market, and 
Kunzi estimates those with less than 
the equivalent of US$10 billion in AUM 
will come under the greatest pressure.

“Many institutions have come to the 
conclusion that these difficult market 
times are not just temporary change 
but rather a paradigm shift,” he explains. 
“Profit margins will not be as high as 
they were in the past.”

EXPAND AND THRIVE
Responding to this pressure, Notenstein 
made two acquisitions in the past year. 

In September 2014 it acquired the 
wealth management assets of Landes-

bank Baden-Württemberg Switzerland, 
and earlier in 2015 it announced its 
merger with the private bank La Roche 
& Co.

It will take on the latter’s name and 
become Notenstein La Roche. 

“The name reflects a combination of 
our Swiss-German and Swiss-French 
heritage, which will make it a valuable 
brand in Switzerland,” Kunzi says.

In addition, Notenstein has ambitious 
plans in the asset management space. 

It is in the final stages of creating a new 
business, Notenstein Asset Manage-
ment, that will combine the institution’s 
in-house expertise from its asset man-
agement and institutional mandates 
with boutique fund manager TMCG 
Asset Management. 

The firm will start out with assets of 
CHF14 billion (US$15 billion).

ADRIAN KUNZI
Notenstein Private Bank

“We will integrate a large number of 
boutique [asset management] compa-
nies and will have about 170 people at 
the start, so it is a huge investment for 
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How business expansion can 
combat Swiss margin squeeze

us,” says Kunzi, who will be a member 
of the board.

These latest developments fall under 
the strategy of Notenstein’s parent 
bank, Raiffeisen Switzerland. This is the 
country’s third largest banking group, 
and is founded on a network of 308 
cooperative banks.

Raiffeisen aims to establish an extensive 
infrastructure platform that will serve 
these retail banks, as well as Notenstein 
and the asset management company. 
It took over Notenstein, according to 
Kunzi, because it had expanded to an 
extent that made it difficult to achieve 
further growth in its business. It there-
fore sought opportunities to diversify 
into new business segments like private 
banking and asset management. 

“This is a very honest approach and 
from an academic point of view it is 
exciting, as we can bring together many 
disparate people to discuss one topic 
from multiple angles,” Kunzi says. 

Indeed, he adds, last year famed histo-
rian Niall Ferguson visited Notenstein 
delivered a lecture on the shift in eco-
nomic power from the West to Asia.

In terms of its own geographical expo-
sure, 70% of Notenstein’s clients are 
domiciled in Switzerland, with of the 
rest either in Germany, France, Eastern 
Europe or South Africa.

“It is important to have a [geographi-
cally] diversified client base, but today 
it has become complicated to cover 
clients in multiple international loca-
tions,” Kunzi says. “You have to choose 
precisely what your targets are and for 
a bank of our size 10 to 15 interna-
tional markets would be a good amount.”

Although Notenstein has links with Asia 
through its stake in structured products 
platform Leonteq, which has offices in 
Singapore and Hong Kong, Kunzi con-
siders this will be most beneficial from 
a strategic perspective rather than a 
business opportunity for Notenstein to 
offer its wealth management services 
in Asian markets.

“I am curious to see how Singapore is 
doing in terms of the private banking 
industry,” he concludes.

“Singapore will be one of Switzerland’s 
major competitors among the world’s 
major financial centres, and it is very 
important for the CEO of a Swiss bank 
to understand how it works, and what 
its challenges are. 

“We can also learn from each other.” 

“I don’t think organisations such as us will end up focusing 
as much upon smaller trust clients. Instead, we will 

need to focus on bigger trust clients conducting more 
sophisticated family governance-type structures.”

DISTINCTIVE SERVICE
He believes Notenstein retains a distinct 
value proposition.

The first element of this is its reputation 
as a secure custodian, backed by Raif-
feisen’s CHF189 billion balance sheet, 
which the parent bank has built up 
despite not having an investment 
banking business. 

The second is the importance of Raif-
feisen in the Swiss mortgage market. 
According to Kunzi, it has a market share 
of nearly 17% in this segment, and its 

scenario investing, with the aim of 
tailoring advice towards outcomes with 
a varying degree of likelihood, rather 
any specific outlook. 

“We do not pretend to know what the 
world will look like tomorrow,” Künzi 
explains. “Instead we constantly focus 
on four or five potential outcomes and 
work with the client on how we can 
implement solutions in their portfolios.”

The firm believes this leads to more 
open discussion with clients, making it 
more able to meet their needs. 

3.7 million clients represent nearly half 
the Swiss population. 

Notenstein’s distinctive wealth manage-
ment proposition and rigorous invest-
ment philosophy is the third ingredient, 
according to Kunzi.

Within wealth management proposition 
the bank offers customised, securities-
based investment, passive investment-
based portfolios, and portfolios de-
signed to “maintain purchasing power” 
based on investment in gold and other 
real assets, as well as stocks. 

THINKING IN SCENARIOS
The firm also provides investment ad-
visory services, as well as asset, pension, 
tax and estate planning. On the advi-
sory front, Notenstein emphasises 
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Better processes and technology 
to support not surpass Swiss RMs
Improvements in the way Swiss wealth managers and private banks deal with 
information will support rather than replace the need for competent relationship 
managers, believes Bruno Patusi of EY. 

Increasing the sales effectiveness of 
relationship managers (RMs) is becom-
ing an increasingly vital task for the 
Swiss wealth management industry.

Improved processes, including technol-
ogy solutions, will help to achieve this, 
according to Bruno Patusi, Zurich-based 

He is against the view that having to 
replace ageing advisory forces with 
younger staff is a barrier to developing 
top-quality RMs.

RELATIONSHIPS MATTER
“If you look at the career cycle of an 
adviser it does not start at a point where 

BRUNO PATUSI
EY

from, the adviser can understand the 
client’s needs. There are always people 
who have the ability to ask the right 
questions of clients and bring them a 
firm’s full capability.”

“If you look at the career cycle of an adviser it does not 
start at a point where they already have clients ... There will 

always be the need for people with the ability to ask the 
right questions of and bring clients a firm’s full capability.”

partner and head of wealth & asset 
management at EY 

At the sharp-end of advisory, however, 
Patusi believes wealth managers need 
to continue to give RMs enough time 
to build up a client base. 

they already have clients. They will start 
out their careers by having prospects,” 
Patusi says.

“If an adviser has the ability to listen to 
what a client is interested in, know who 
they are, and where their money comes 



SWISS PRIVATE BANKING AND WEALTH MANAGEMENT 2015       13

Robo-advisory and packaged solutions, 
will be an adjunct not an alternative to 
RMs, particularly in the HNW space.

“There is a need to distinguish between 
target clients, and many robo-advisory 
solutions in the market are not fit for 
HNW individuals,” Patusi says. 

“They do not offer access to a global 
investment universe and often do not 
have multi-currency capabilities, and 
the solutions are not flexible enough.”

Furthermore, he notes, industry AUM 
is still dominated by non-contract based 
advice, with discretionary making up 
only about 10% to 15% of assets, and 
this is a space robo-advisers have not 
yet entered. 

There is unlikely to be a huge change 
in the demands of such clients over the 
next 10 years, he notes, even as the 
technological landscape evolves at a 
faster pace.

However, Patusi believes technology is 
needed to enable these demands to be 
met, and that better, more streamlined 
processes can help RMs achieve the 
high-level of service required for HNW 
and UHNW individuals.

“Sales effectiveness is becoming a big 
issue as RMs now tend to spend a lot 
of their time not speaking to clients,” 
he says.

“Banks are working on giving the client 
adviser more time to do what he or she 
is supposed to be doing. 

“What they really want is for advisers 
to be much more aggressive around 
prospecting [for clients].”

As well as streamlining the advisory 
process, Patusi believes streamlining 
the investment value chain is another 
factor to consider. This is because RMs 
in larger institutions can be bombarded 
with product options by internal stake-
holders, which often leaves them having 
to take a ‘best-guess’ at what is most 
appropriate for a client.

However, he adds: “One thing is clear, 
the RM will remain fundamental to 
wealth management and will not be 
replaced by a machine.”

A RETURN TO GROWTH
In the industry more widely, Patusi says, 
Swiss wealth management has returned 

“There is a need to distinguish between target clients, and 
many of the robo-advisory solutions in the market are not 

fit for HNW individuals.”

to a growth agenda. “There has been a 
clear refocusing from pure regulatory-
driven initiatives towards capturing 
profitable growth,” he explains. 

“One of the elements of this is the in-
dustry working on articulating the value 
proposition around investment advice, 
and bringing in new products and solu-
tions which distinguish Switzerland 
from its competitors.”

Patusi’s view is backed up by the results 
of the EY survey for its European 
Banking Barometer – 2015 report.

Some 43% of respondents said Swiss 
private banking and wealth manage-
ment had a ‘fairly good’ or ‘very good’ 
outlook for the year, compared to only 
18% who said prospects were ‘fairly 
poor’ or ‘poor’.

The survey found less optimism on the 
hiring front, however, with 21% of re-
spondents saying they expected private 
banking and wealth management head-
count to decline in 2015, versus only 
13% who anticipated an increase.

Patusi notes the industry’s move away 
from retrocessions towards contrac-
tual advice with transparent pricing 
enabling wealth managers to generate 
recurring revenue. 

This in turn is enabling them to make 
concrete business plans without fear of 
regulatory interruption. 

He believes services such as UBS Advice 
and Credit Suisse’s global digital offer-
ing are leading the pack in this respect.

“They have brought investment advice 
under a contract and have very distinct 
service propositions,” Patusi says. 

“Understanding a client’s needs, evalu-
ating their capacity to take risks and 
combining this advisory process with 
an institution’s investment value chain 
and research capability is an added 
dimension of bringing tailored advice 
to the client.”

Other banks will need to follow suit to 
ensure they have “distinct, well-articu-
lated, ready-to-market offerings in the 
advisory space”, he concludes. 
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Switzerland’s appeal enhanced 
by a new era of openness
The country’s value proposition in global wealth management remains unmatched by 
any other country. An end to uncertainty will make its true value as an offshore centre 
even more apparent.

Although it has undergone a well-
publicised makeover in recent years, 
Switzerland’s role in wealth manage-
ment remains the same as it has been 
for decades – to be the world’s leading 
centre of offshore private banking and 
asset management.

Indeed, the country has maintained its 
lead by some margin, according to 
Deloitte’s Wealth Management Centre 
Ranking 2015 report.

Under the professional services firm’s 
measure – assets under management 
and administration (AMA) – the Swiss 
wealth management and private 
banking industry now has interna-
tional market volume (IMV) of USD2 
trillion, or some 21.7% of the major 
offshore wealth management centres’ 
combined total of USD9.2 trillion. 

In these terms,  Switzerland remains 
well ahead of its nearest rival – the UK 
has AMA of USD1.7 trillion, or 18.5% 

of the global total – as the most attrac-
tive jurisdiction for the world’s wealthy 
to place their assets.

“Switzerland still is and probably always 
will be one of the main financial centres 
in the world,” says Andri Manatschal, 

“Political stability is probably 
one of the strongest value 
add that we have here. There 
is also excellence in terms of 
service, and the speed and 
accuracy of transactions”

OMAR SHOKUR
Credit Agricole Private Banking

“Switerland still is and probably always will be one 
of the main financial centres of the world.”
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international private clients partner at 
PwC. The country still has several 
major providers of wealth management 
services with global reach, and local 
strength in the form of well-established 
private banks. It also has a growing 
reputation as a centre for commodities 
trading, most notably in Geneva.

A CHANGED LANDSCAPE
Beyond the headline figures that 
confirm Switzerland’s global status, the 
Deloitte report also indicates how the 
country’s wealth management land-
scape has changed. 

It notes that Switzerland’s net new 
assets (NNA) experienced a cumulative 
outflow of USD135 billion over 2008 
to 2014, compared to growth of 14% 
in AMA. 

A more granular look at the data indi-
cates that this was not a case of per-
sistent erosion. 

From 2011 to 2014, only 2013 was a 
‘losing’ year, with a NNA outflow of 
USD105 billion. This compares with 
inflows of USD45 billion in 2011, 
USD120 billion in 2012, and USD25 
billion in 2014.

as the preeminent offshore wealth 
management jurisdiction.

According to PwC’s Global Private 
Banking & Wealth Management Survey 
2013, the Lion City is expected to 
eventually overtake Switzerland as the 
most successful international financial 
centre in terms of attracting private 
client assets.  

THE SWISS PREMIUM
The Swiss wealth management indus-
try has also experienced margin con-

However, there has been a clear overall 
trend of declining NNA, or at least 
smaller increases in new assets, and 
this is likely to continue.

Rather than being seen in isolation, the 
implications of this should instead be 
viewed as signifiers of how Swiss in-
stitutions will have to change, and in 
many cases already have changed, their 
value propositions. 

The days of foreign HNW and UHNW 
individuals and families being able to 
park their money in a Swiss bank 
account to avoid tax are over. They 
now tend to keep their assets within 
their home markets, or at least closer 
to them. 

Indeed, places like Singapore could 
pose a threat to Switzerland’s status 

“The days of foreign HNW and UHNW individuals and 
families being able to park their money in a Swiss bank 

account to avoid tax are over.”

traction, according to the BCG Global 
Wealth 2015 report. 

This is a global phenomenon among 
offshore centres, the report says, with 
a fall of between 10 and 15 basis points 
since the financial crisis. However, 
many offshore centres, and Switzerland 
in particular, still warrant a premium 
to their onshore counterparts. 

Switzerland’s average revenue margin 
is 83 basis points versus 74 basis points 
for onshore booking centres, and its 
average pre-tax profit margin is 22 
basis points compared with the 18 
basis points for its onshore counter-
parts, according to the report.

In its previous incarnation as a tax 
haven, Switzerland’s private banks and 
wealth managers had to do little more 

“Switzerland has know-
how, as well as talented 

and well educated people, 
and we still know how to 

manage money 
and service clients.”

DANIEL GHIRARDI
EFG Asset Management
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than just sit back and let the money 
flow in from around the world.

Now these institutions, and the coun-
try’s wealth management industry as 
a whole, have to work harder to show 
the world what else Switzerland has 
to offer for global HNW and UHNW 
individuals and families. 

The opportunity to avoid tax sold itself, 
but now that it has gone, Switzerland’s 
wealth management industry needs to 
start selling itself. 

This isn’t something which comes easily 
to a centuries-old business tradition-
ally known for putting a premium on 
discretion, commentators note.

A VALUABLE PROPOSITION
“Switzerland is not used to promoting 
itself [as a wealth management centre],” 

“We need to stop compromising and 
start fighting, and regain confidence.”

Globally, the international wealthy 
continue to hold Switzerland in high 
regard, despite obvious headwinds 
over recent years.

“Until 2006 working for a Swiss bank 
was the best thing people could dream 
of. Since then if you say you are a 
banker you might be considered a bad 
egg,” says Michael Ley, senior vice 
president in charge of business devel-
opment for external asset managers at 
Lombard Odier. 

“But if you go to other countries, par-
ticularly in Asia, people have a good 
impression of Switzerland.”

Indeed, Switzerland appears to need 
to make the most effort to attract 
assets from nearby countries, as it 
retains a strong reputation in places 
like Asia and the Middle East. 

“The challenge is bigger within our 
neighbouring countries than it is in the 
Middle East, the US or Asia,” explains 
Zeno Staub, chief executive of Zurich 
private bank Vontobel.

“[In those regions] we have already 
moved more towards it being seen as 
like the watch and pharmaceuticals 
industries – representing quality, reli-
ability and outstanding service.”

The data reflect Staub’s sentiments, 
particularly in terms of emerging 
market assets. 

The Deloitte report shows that the 
percentage of non-European assets in 
Switzerland that originated from the 
Asia-Pacific region has doubled since 
2008, albeit to only 2% from 1%.

says Omar Shokur, head of the financial 
intermediaries division at Credit Agri-
cole Private Banking. 

“Its renown in sectors like medical 
technology, robotics, pharmaceuticals, 
and banking, has been a consequence 
of what it has been able to do and 
deliver in these areas.”

The country now has to compete on 
the global stage, suggests Daniel Ghi-
rardi, the head of business develop-
ment for continental Europe at EFG 
Asset Management. 

He believes Switzerland has manifold 
advantages with which to do so.

“Switzerland has know-how, as well as 
talented and well educated people, 
and we still know how to manage 
money and service clients,” he says. 

“Switzerland is very 
well positioned. Your 

assets are not going 
to be blocked here, as 

they might be in less 
strategically safe regions.”

STEFAN JAECKLIN
Oliver Wyman

“The opportunity to avoid tax sold itself, but now that 
it has gone, Switzerland’s wealth management industry 

needs to start selling itself.”
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This change is mirrored in the data for 
Latin America. The contribution of the 
Middle East and Africa has also risen.

UNMATCHED QUALITY
For Shokur at Credit Agricole Private 
Banking, there are multiple ways in 
which Switzerland can convey its ad-
vantages over rival offshore wealth 
management centres, with a stable 
environment in which to do business 
paramount among them.

“Political stability is probably one of 
the strongest value adds that we have 
here. There is also excellence in terms 
of service, and the speed and accu-
racy of transactions,” he explains. 

This should mean Switzerland can 
continue to attract international assets, 
even if they arrive at a slower pace 
than in the past. “Effective risk man-
agement is something a Swiss bank 
can provide. When it achieves this it 
needs to communicate it,” he notes. 
“Your assets are not going to be 
blocked here, as they might in less 
strategically safe regions.”

Another factor in the country’s favour 
is its renown for top-quality client ser-
vicing, according to one senior figure 
from a major bank’s trust division.

“I asked a global law firm while in an 
eastern European country if it could 

them in Switzerland,” the person says. 
“We have already stopped working 
with one major international service 
provider because they were not able 
to offer that same level of service 
across countries.”

This combination of factors, not to 
mention the high quality of life in the 
country, means Switzerland is also able 
to attract top talent.

This puts the country an advantage in 
a more open era for attracting assets, 
according to Marnin Michaels, partner 
for tax and international private 
banking at Baker & McKenzie. 

“[Switzerland’s] quality is evident in 
alternative investments, and also in 
understanding certain family needs,” 
he notes. 

“There will be institutions in Singapore 
that understand how to deal with an 
Indian client or in Hong Kong that best 
know how to deal with [Chinese private 
client] issues.

“But on average no other jurisdiction 
has people with such a global under-
standing of the appropriate services.” 

“On average no other 
jurisdiction possesses 
people with such a 
global understanding of 
the appropriate wealth 
management services.”

MARNIN MICHAELS
Baker & McKenzie

“There are multiple ways in which Switzerland can 
convey its advantages over rival offshore weatlh 

management centres.”

“Then there is expertise – many people 
within the industry have come to know 
the market and understand their busi-
ness over several years.”

Location is another of the country’s 
advantages, according to Adrian Kunzi, 
chief executive officer of Notenstein 
Private Bank. 

“Switzerland, being at the heart of 
Europe, is an excellent location from a 
geo-strategic point of view,” he says.

This also means it is strategically safe, 
notes Stefan Jaecklin, partner in the 
wealth and asset management practice 
at Oliver Wyman. 

guarantee the same level of service 
there that I would get if I approached 
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Switzerland fends off threats to 
wealth status  
The country has weathered a prolonged drive for increased tax and wealth transparency. 
John Williamson of EFG International feels it will remain a leading wealth centre, but 
that not all organisations will survive the regulatory demands. 

A torrent of regulatory acronyms have 
combined in recent years to wash away 
much of the client anonymity that the 
world’s private banking industry had 
taken for granted. 

The impact of new rules such as FATCA, 
KYC (know your customer) and CRS 
(Common Reporting Standards) is 
leaving the fate of some offshore wealth 
jurisdictions uncertain. Yet Switzerland 
has too rich a heritage to be side-lined. 

“Today’s cross border wealth business 
is all about geopolitical risk diversifica-
tion,” says John Williamson, vice chair-
man of EFG International. “People 
create wealth in various nations but for 
political or economic reasons don’t want 
to keep it there. Switzerland is as good 
[a place to store it] as, if not better than, 
competing centres such as London.”

NOT FOR EVERYONE
Williamson feels a combination of 
factors stand the country in good stead. 

“In terms of combining a strong 
economy, a strong currency, a strong 
political system, excellent infrastruc-
ture, very efficient banks that really do 
work, and a workforce of people that 
understand what cross border private 
clients want, Switzerland is still at the 
top of the tree,” he says.

Yet despite his optimism about Swit-
zerland as a whole, Williamson notes 
that not all institutions are well-placed 
to survive rising regulatory scrutiny. 
“We still have a legacy of entitlement 
in certain quarters here, combined with 
a reluctance to adapt. Many banks re-
ceived easy money for a long time but 
that unilateral advantage has changed, 
and institutions here need to adapt.” 

The consequences of these rules could 
leave some organisations struggling to 
display what value they truly offer. 

“There are two types of private bankers: 
the people sufficiently driven, moti-

JOHN WILLIAMSON
EFG International

vated, entrepreneurial and adaptable 
to re-create themselves – and others, 
who are stuck in the previous model 
which no longer works.” 
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How Switzerland’s EAMs can 
adapt to a new era of openness 
The country’s external asset manager segment is being forced to restructure amid 
persistent regulatory pressure, but will emerge with its value proposition intact, says 
Michael Ley at Lombard Odier. 

Regulatory concerns have meant 
consolidation in the Swiss wealth 
management market over the past 
few years has taken a different form 
than expected, according to Michael 
Ley, Geneva-based senior vice presi-
dent of Lombard Odier. 

In addition to typical M&A, companies 
are reaching cooperation agreements, 

active will be moved, and once there 
is no more substance to the other 
business, it will fade away,” says Ley, 
who is in charge of Lombard Odier’s 
business development for external 
asset managers (EAMs) and family 
offices (FO). 

“They are open to sharing revenues 
generated by the assets they are 

MICHAEL LEY
Lombard Odier

bad will of acquisitions amid pressures 
on Swiss institutions to become more 
transparent. “People are concerned 
about paying for something that in-

“The general framework will force entities  
to restructure in ways that mean you cannot have 

 one individual taking on every role.”

within which one partner will take the 
lead and over time absorb the clients 
of its smaller peer. 

“Whatever can be moved to the 
company that is going to remain 

taking over. The level of sharing can 
change over time,” he adds. 

Firms became reluctant to undertake 
more conventional M&A, as it has 
become difficult to value the potential 
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cludes ill will they might have to cover 
in the future,” Ley says. “Although they 
are more open to revenue sharing 
they do not want to make a down 
payment on a deal as they are not 
sure of what they will get.” 

As well as the EAM and FO busi-
nesses, Ley is also one of the heads 
of Lombard Odier’s E-MERGING 
proposition, a match-making service 
for institutions looking to cooperate 
with peers. 

The platform’s members include port-
folio managers, fund managers, IT 
solutions providers, lawyers, wealth 
planners and human resources con-
sultants. It caters to institutions who 
want to merge, form an alliance, sell 
or buy a business, hire new talent or 
expand their geographical reach. 

pressure institutions, and EAMs in 
particular, to adapt their operations 
and focus on their core competencies. 

“The general framework will force 
entities to restructure in a way that 
means they cannot have one indi-
vidual taking on every role – general 
manager, relationship manager, 
money laundering officer, and invest-
ment specialist,” he explains. 

“You will have one person for each 
type of activity. You could outsource 
one or all of the other services and 
functions services but even if you do 
that it is going to become more ex-
pensive [to run the business].” 

Despite future consolidation reducing 
the number of firms in the market, 
Ley believes Switzerland’s EAM 

“The general framework will force entities  
to restructure in ways that mean you cannot have 

 one individual taking on every role.”

for EAMs that will allow them to 
access client accounts via their smart-
phones or tablets. 

TIGHTER GEOGRAPHICAL FOCUS 
In addition to the transparency factor, 
there are other issues with cross 
border business, he notes, which 
mean EAMs will start to have a tighter 
geographical focus. 

“The rules vary from one country to 
another so it obliges an organisation, 
including an EAM, to be more focused 
and adopt a country-by-country ap-
proach,” he explains. 

Large private banks, meanwhile, are 
also taking a cautious approach to 
their industry’s future, as they are 
keen to avoid unnecessary risks.”

Given such uncertainties, Ley believes 
the Swiss EAM segment is likely to 
take a few more years to return to an 
even keel. “It will take two or three 
years to prepare for and adapt to the 
new environment, but after this I 
expect the industry will be able to 
focus on its business and its clients,” 
he says. 

“For now, EAMs will have to work to 
make they are compliant, and that 
their companies are going to be in 
good shape and adapted to the new 
[regulatory] framework.” Independent 
advice, the core value proposition of 
Switzerland’s EAMs, will continue to 
be attractive to investors. 

“If you are independent you are able 
to choose the products that best fit 
your clients’ needs,” he concludes. 
“And if you have a good methodology 
you can say to your clients there is 
no pressure from another company 
to sell a particular product.” 

Regulation will cause the shape of the 
industry to change in other ways too, 
Ley believes. 

CORE COMPETENCIES 
LSFin (Loi sur les Services Financiers) 
and LEFin (Loi sur les Établissements 
Financiers), two new regulations for 
the Swiss financial services industry, 
are likely to have been introduced by 
2017 or 2018. 

Although it is not yet completely clear 
what definitive form the rules will 
take, Ley believes they are going to 

segment should be able to keep em-
ploying as many people as it does 
today and keep AUM relatively stable. 

“[EAMs] will retain their attractiveness 
to clients, especially HNW individu-
als,” he says. “More assets are return-
ing to Switzerland and sophisticated 
clients are moving their money back 
because they are able to get better 
diversification, with access to what-
ever underlyings they choose.” 

In response to this need for openness, 
Lombard Odier has developed an app 
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Shaping a new technology 
mind-set at UBS
Stefan Arn probably has the biggest technology mandate in global wealth management. 
But spearheading change at a bank with the scale of UBS requires the kind of mind-set 
and vision that a track-record in computer science and entrepreneurialism fosters.

As a 10-year old, Stefan Arn used to 
try to convince his dad of the merits 
of racing fast cars. While that might 
not be uncommon in boys of that age, 
he is among a small minority to be 
able to genuinely claim to have 
achieved so much success pursuing a 
passion – although in a different type 
of hot-seat.

Forty-four years later, the computer 
scientist and proven entrepreneur 
finds himself leading a cross-cultural, 
trans-continental team of more than 
3,000 IT professionals at UBS.

As someone who has already set-up, 
built and sold a highly-successful 
technology company, in the form of 
AdNovum, it is no surprise that Arn 
has a somewhat energetic and char-
ismatic personality.

That has been years in the making, 
and comes with the territory of awards 
such as Ernst & Young’s ‘Entrepreneur 

of the Year 2003’. He also represent-
ed Switzerland at the ‘World Entre-
preneur of the Year’.

UP FOR THE TASK
Arn, who is chief information officer 
for UBS Wealth Management and also 
UBS Switzerland, as well as IT head 
for strategic regulatory initiatives at 
the group level, has a slightly more 
alternative way of looking at things. 
And this goes some way to explaining 
his achievements to date.

After all, it is his vision and desire to 
build things and take them to the next 
level that he says gets him out of bed 
in the morning.

More specifically, at UBS, he is focused 
on producing high-end software – not 
just being a utility for the bank’s 
wealth management franchise.

Among Arn’s achievements since ar-
riving at the bank in 2007, are his 

STEFAN ARN
UBS Wealth Management

change-the-bank, digital strategy, in-
novation and transformational agenda. 
That has led to a solid track record of 
successfully delivering innovative, and 
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Shaping a new technology 
mind-set at UBS

stand-out next-generation banking 
capabilities to the UBS Wealth Man-
agement and Corporate & Institu-
tional businesses around the world, 
plus the private client / retail business 
in Switzerland. 

In particular, creating industrialised 
and standardised platforms seem to 
be his thing.

And he has won the backing of UBS 
at the most senior level to pursue his 
vision of exporting the know-how the 
bank has, in the form of applications 
and systems, from the Swiss market 
via a single global wealth management 
platform. That is what he is building 
at the moment.

systems and moving dedicated parts 
of internal and external workforces 
from high-cost locations like London, 
Zurich and Singapore to lower-cost 
places without impacting the business.

After all, it is not difficult for Arn to 
find vendors who can tell him how to 
build the smartest front-end platform. 
But if there is no back-end to connect 
to, it will fail. And that’s where every-
body struggles, he explains.

DIGITAL DIMENSION
It is no surprise that digitisation is a 
key strategic priority for UBS Wealth 
Management around the world. “It 
gives us new competencies that offer 
added value for clients,” says Arn.

“We want to further widen the gap between us and 
the competition by making the experience our clients 

have with us one that is superior to that of 
other wealth managers.”

Role reversal

Stefan Arn’s career path has 
been unconventional, at least 
compared with most of his 
counterparts working within 
wealth management and 
private banking.

Before he even stepped foot 
into the politically-charged 
environment of a major financial 
institution, he had already 
created, run and sold a highly-
successful software company 
in Switzerland. After setting up 
AdNovum in the late 1980s, he 
sold it in 2007 to IHAG Holding.
That same year, he arrived at 
the headquarters of UBS Wealth 
Management, ready to start his 
next challenge. 

Most people do it the other 
way around. They start in large 
corporations and after a while 
they develop the urge to purse 
an entrepreneurial avenue.

Arn has very clear views about 
this approach. “I think this is a 
waste of energy. [My] way round 
is much simpler.”

Although this is easier said than 
done, he is more specifically 
referring to the fact that content 
should be the first step for 
anyone on the technology side 
of the business. Only after they 
understand this aspect should 
they immerse themselves in the 
politics that goes with working 
for a larger, multi-national 
organisation, he explains.

Otherwise, he questions how it 
is even possible to provide high-
end software engineering within 
a large corporation without 
being constantly bogged 
down by all the processes and 
approvals required.

COST VERSUS REVENUE
Arn’s responsibility is two-fold. First, 
as part of the executive committee of 
UBS Switzerland and Wealth Manage-
ment, which is involved in creating 
the strategy, he has a revenue aspect 
to his job. Secondly, as CIO, he faces 
a challenging change-management 
agenda which includes having to 
reduce costs.

“Achieving productivity gains is vital 
because it allows us to accomplish 
more with less in terms of costs and 
workforce,” Arn explains, citing ex-
amples include outsourcing non-core-
banking relevant applications and 

Generally speaking, the bank’s digiti-
sation strategy defines the services it 
wants to provide for its clients, and 
how it plans on doing this.

This approach comprises two basic 
components: first, digitising what it 
already does; and secondly, expanding 
its offering with new products and 
services that are only possible thanks 
to digitisation. 

“We want to further widen the gap 
between us and the competition by 
making the experience our clients 
have with us one that is superior to 
that of other wealth managers.”
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Essentially, the bank looks to build on 
digitisation to provide deeper insight 
from better data. 

“This happens when a client adviser 
can look at a portfolio and add value 
by bringing real expertise and context 
to it,” says Arn. “By creating bespoke 
solutions for clients, we deliver the 
core purposes of protecting and 
growing wealth.”

Looking to Asia, in particular, the re-
gion’s historical love-affair with tech-
nology adoption earlier and more 
rapidly than the West has made it an 
appealing place for the bank to assess 
what can be done digitally to drive 
productivity and effectiveness among 
its client advisers.

a complimentary service which allows 
clients to track and monitor their port-
folio information online.

And in 2015, UBS is rolling out in 
Hong Kong and Singapore its next-
generation tablet advisory application. 

The focus is on enabling clients to 
review their portfolios, catch up on 
financial insights and news, seek pro-
fessional financial advice, and also 
explore opportunities for personal 
financial goals. 

DELIVERING ON THE 
DIGITAL PROMISE
Arn has a different take on what digital 
means. “To me, if you are successful 
in creating a digital journey, as an 

Aiming high

1. Culture of innovation 

Alongside Jürg Zeltner, president 
of UBS Wealth Management, 
Lukas Gähwiler, president of UBS 
Switzerland, and Dirk Klee, COO 
of UBS Wealth Management, Arn 
has spearheaded UBS’ digital 
and multi-channel strategy by 
building a culture of innovation, 
resulting in solutions such as UBS 
Advice, E-Banking, Itop in Asia, 
and E-Private bank.

UBS has launched a number 
of projects with academic and 
industry institutions. It also 
keeps a close watch on the 
FinTech scene while working with 
several start-ups. Further, Arn 
pioneered the ‘UBS Innovation 
Challenge 2014’ in Asia Pacific 
in collaboration with Expara, a 
venture creation company. 

2. Cetus Germany and 
one-platform strategy 

In November 2014, UBS 
Germany was successfully 
migrated onto the Swiss platform 
as part of project CETUS. Clients 
in Germany now benefit from 
the full range of products and 
services – including e-banking.

This is the first step in delivering 
a single wealth platform – a 
phased plan to streamline 
and unify operating models, 
platforms and core banking 
systems across the globe.

More specifically, it aims to 
onboard various locations 
onto a clone of the UBS wealth 
management platform in 
Switzerland to offer advanced 
functionality across all booking 
centres to support business 
process convergence and 
regulatory requirements. 

“We have launched a multi-year investment programme 
to improve our multi-channel offering [in Asia Pacific]. 
Among the improvements to our digital presence are 
our digital briefcase and other ipad apps for our client 

advisers, out of Hong Kong and Singapore.”

“We have launched a multi-year in-
vestment programme to improve our 
multi-channel offering [in Asia Pacific],” 
explains Arn. “Among the improve-
ments to our digital presence are our 
digital briefcase and other ipad apps 
for our client advisers, out of Hong 
Kong and Singapore.”

This adds to the introduction of UBS 
Advice in March 2014, the bank’s flat-
fee advisory solution which digitally 
reviews and monitors portfolios in a 
structured manner. A month later, the 
new UBS e-banking followed, offering 

outcome you will see better client 
interaction with 24-hour, seamless 
coverage,” he says. “But most projects 
I see start at the other end.”

In short, creating a robust environ-
ment is the key for Arn. This translates 
to infrastructure with as few breaks 
in the process as possible, to get as 
close to 100% straight-through pro-
cessing (STP) as it can. This is the case 
in the bread-and-butter parts of the 
business, which include domestic and 
international payments as well as 
order execution.
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Only once that is in place can he build 
everything else he needs.

In particular, he is proud that UBS won 
the ‘Best of Swiss Apps 2014’ award 
for the simple, cost-effective and 
security-certified SumUp cashless 
payments service. 

“That is a competition for design agen-
cies and software companies, but we 
submitted our e-banking platform in 
the technical area and we won an 
award,” recalls Arn. 

The bank also claimed the Silver medal 
at the Swiss ICT Public Award 2014, 
and the Bronze medal at the Sitic 
(Swiss IT Intelligence Communities) 
Innovation Award 2014. 

The latest achievement, its ubs.com 
homepage, which re-launched in early 
2015, has won three industry awards: 
the 2015 silver Annual Multimedia 
award; the people’s choice Lovie 
award in the Financial Services cat-
egory; and the 2014 Lovie bronze 
award in the same category. 

REDEFINING A VALUE PROPOSITION
If Arn has any private concerns about 
the disruptive nature of so-called 
robo-advisers, he doesn’t show it.

Looking at the numbers of clients 
these organisations have, for example, 
or at their AUM, he says that they are 
more akin to retail players – with 
average sizes of between US$5,000 
and US$8,000. 

Plus, he adds, the money is held with 
a custodian.

This keeps the playing field open for 
true game-changers within global 
wealth management.

In Arn’s definition of this, these are 
“institutions who can provide scalable 
services at the back-end to ensure 
regulated wealth,” he explains.

With the number of banks shrinking, 
those firms who occupy the centre of 
that industry will survive, he predicts.

In practice, that means having mul-
tiple front-end interfaces in order to 
cater to different client segments 
depending on what they need and 
what is most appropriate for them. In 
turn, that leads to larger banks on-
boarding smaller organisations in more 
of a white-labeled approach, where it 
is more realistic for them to use the 
larger platform in order to meet their 
execution needs.

That approach goes one step beyond 
what some of the existing outsourced 
options claim to offer.

Ultimately, it comes down to know-
how, especially when there is a need 
to bridge the gap between putting a 
few thousand dollars into an online 
platform such as the Nutmegs of the 
world, and investing US$1 million plus.

“I see the role of IT in a digitised world 
as providing the STP environment,” 
predicts Arn, “to provide a compelling 
offer and bring clients up to a certain 
level of knowledge before the client 
adviser takes over at that point.”

TO DO IS TO ACHIEVE
In today’s wealth management land-
scape, those banks which are not 
already investing strategically in tech-
nology, and which don’t appear to 
have the conviction or commitment 
to do so, will get left behind.

“If a bank has so many human beings 
involved in each and every step of the 

“I see the role of IT in a digitised world as providing 
the STP environment, to provide a compelling offer and 
bring clients up to a certain level of knowledge before 

the client adviser takes over at that point.”

HUMAN TOUCH
Despite Arn’s instinctive innovative-
ness, he doesn’t envisage a world 
without client advisers.

“I think there will always be a client 
adviser, although they will have a very 
different purpose than today,” he ex-
plains. “They might be called a ‘client 
adviser’, but they will play a funda-
mentally different role”.

banking process, the cost of doing 
business will become prohibitive,” 
claims Arn. 

“Many will even struggle to comply 
with the regulatory requirements they 
face,” he adds. 

At the end of the day, it is about scal-
ability he adds. He must be in the right 
place then, and at the right time. 
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Taking the lead in fintech 
adoption and innovation
Technology has increased efficiency in the back office, and Swiss wealth management 
institutions now need to take a similarly enlightened approach to how digital can best 
serve clients’ needs.

From a technological perspective, a 
bank can be regarded as a self-con-
tained IT system which incorporates 
multiple processes, says Philippe Bon-
grand, wealth and asset management 
partner at consultants Oliver Wyman. 

There is a need to increase efficiencies 
across front- and back-office, as regula-
tory pressure and shrinking margins put 
pressure on costs. To date most wealth 
managers’ efforts have been concen-
trated on the latter.

“[The banks] are still trying to under-
stand what clients want them to do in 
this space. They are not helping their 
relationship managers do business more 
efficiently through digital,” he says. 

According to Jean-Philippe Bersier, 
director of business development at ERI 
Bancaire, a HNW or UHNW individual 
will not choose a particular institution 
to serve their wealth management 
needs based on its back office. 

“This will not be the reason why 
someone comes to a particular institu-
tion. This will be about innovation and 
new products as clients are increas-
ingly mobile, and younger,” he adds. 

The views of Bongrand and Bersier are 
backed up by a recent white paper from 
Deloitte entitled Wealth Management 
and Private Banking – Connecting With 

Clients & Reinventing the Value Propo-
sition. The report notes that it will be 
increasingly important for digital to not 
just provide transaction execution but 
also to deliver advice.

“The digital transition and the re-design 
of the advisory function, and the intro-
duction of tailor-made services, are key 
considerations,” it says. 

“Business is considerably 
better today than it was 
three or four years ago and 
this is not only a result of the 
regulatory pressure.”

URS-PETER OEHEN
Expersoft Systems
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DIGITAL VANGUARD
This message has been heard loud and 
clear at the top level of the market, with 
both UBS and Credit Suisse having 
launched ‘virtual advice’ platforms.

The former’s UBS Advice, for example, 
scans clients’ portfolios and issues no-
tifications if the investments deviate 
from the original strategy.

The firm recently established an innova-
tion lab in Singapore, following similar 
ventures in Zurich and London. Indeed, 
according to The Business Times, it has 
spent CHF1.3 billion (USD1.4 billion) 
on IT for its wealth management prop-
osition over the last year.  

Of course, not every Swiss wealth man-
agement institution has the firepower 
of UBS to enable it to develop an in-
house platform. However, whether 
developed in house or externally, tech-
nology is becoming much more acces-
sible, according to Ray Soudah of Mil-
leniumAssociates.

“The technology alone is not cheap, but 
the unit cost is cheap if you have suf-
ficient volume,” he notes. “In the end 
[outsourcing means] every user can 

mise, reduce complexity and improve 
quality by improving straight-through 
processing and features.”

LEGACY CHALLENGE
However, Bruno Patusi, head of wealth 
and asset management at EY, believes 
the Swiss industry still has to overcome 
legacy issues.

“In Asia the population is younger and 
tech savvy, [which means] the technical 
infrastructure environment is easier to 
manage and to add new features to,” 
he explains. 

“This is more difficult where some banks 
have a host system created 40 years 
ago that has been added to peacemeal.” 

Christine Ciriani, head of Switzerland 
and Singapore at Capco, agrees and 
goes further to suggest that technol-
ogy is now the biggest barrier to the 
modernisation of the banks. 

“Although there is a front-to-back 
model which was built in Switzerland 
from universal banking, and enables 
client overlay, the legacy technology 
creates a blockage,” she says.

As with Swiss wealth management in 
general, this will become easier to deal 
with once the issue of regulatory over-
hang has cleared and the process of 
industry consolidation begins in earnest.

Urs-Peter Oehen, co-founder, chairman 
and CEO of Expersoft Systems, notes 
regulatory overhang has not been the 
preserve of financial institutions in 
Switzerland, but also fintech firms. 

“Once [the regulatory pressure] eases 
there will still be a lot of business to be 
done, particularly in intelligent solutions 
and business process management, 

access the same pricing and have the 
same cost base.”

There have been several positive de-
velopments for smaller providers, not 
least the recent creation of a Geneva-
based ‘FinTech acceleration programme’, 
which aims to advance Switzerland’s 
status as a centre of outsourcing. 

Branded Fusion, the programme was 
set up in February 2015. It is the brain-
child of early-stage venture capital firm 
Polytech Ventures and banking software 
group Temenos.  It recently opened ap-
plications for a 12-month incubation 
programme due to begin later this year.  

Geneva-based ERI Bancaire was one of 
the first firms to put digital at the heart 
of wealth management, via its OLYMPIC 
banking system. Bersier believes Swit-
zerland is well-placed to remain at the 
vanguard of this trend. 

“Digital will be a way for Switzerland to 
deliver private banking services with 
quality and creativity. To support this 
you will need highly-qualified people 
and top technologies,” explains Bersier.
“Back office systems already do their 
jobs pretty well. But you can still opti-

““Innovation doesn’t need to 
mean improving the technology 

itself. It can also include more 
holistic services, if organisations 

are willing to change and do 
certain things differently.”

MICHAEL STEMMLE
additiv
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which are all part of the process of au-
tomisation,” he says.

Consolidation, which is expected to 
accelerate when regulatory issues are 
cleared, is a key trend that will also 
benefit fintech firms like Expersoft, 
Oehen believes.

EFFICIENT FRONTIER
Michael Stemmle, founder and CEO of 
fintech firm additiv, believes there will 
be a great deal more innovation in 
future, but notes that this is not just a 
question of technology.

“It includes innovation on the distribu-
tion side, by creating new models. It 
also means innovation in terms of the 
value chain, for example by collaborat-
ing with third parties,” he says. 

“Innovation doesn’t need to mean im-
proving the technology itself. It can also 
include more holistic services, if organ-
isations are willing to change and do 
certain things differently.”

Technology can be a threat and a benefit 
for established wealth managers, notes 
Erich Pfister, head of global private 
banking at Falcon Private Bank. This 
means Swiss banks must be absolutely 
clear what their value proposition is, 
across both analogue and digital. 

“I share the view that in 10 years Apple 
could be the world’s biggest bank and 
other players will not be around 
anymore,” he warns. “As a bank, it will 
be vital to know what your added value 
is for clients.”

Indeed, in the HNW and UHNW space, 
digital might not be the answer to ev-
erything, according to Adrian Kunzi, 
chief executive officer of Notenstein 
Private Bank.

In addition to streamlining back office 
functions and the advisory process, 
technology can also help reduce trans-
action costs and improve efficiency for 
Swiss wealth managers, particularly 
external asset managers (EAMs).

The ideal solution for these intermedi-
aries would be platforms where they 
can split individual transactions 
between multiple banks, thereby lower-
ing unit costs. 

“The ultimate technology would be a 
platform where they are able to access 
all the banks so that once they conduct 
a transaction every trade [within that] 
is uploaded to the different banks,” 
explains Omar Shokur at Credit Agricole 
Private Banking. 

“[At the moment], if you have a position 
in Novartis, for example, you cannot 
leverage the fact that going via three 
banks would increase that position and 
reduce pricing. “If you do not have the 
ability to consolidate systems and trans-
actions you will have to do the same 
thing three times.” 

Although it might be able to establish 
what clients want to invest in, and 
monitor their portfolios to ensure these 
objectives are kept to, a finteh platform 
alone is not able to create a high-per-
forming portfolio.

“It will reshape the private banking in-
dustry, but is not a solution to every 
question. You will still need to be very 
credible in finding new investment so-
lutions,” he notes. “Should I invest in 
African stocks given the population will 
double, or should I increase my expo-
sure to Asian stocks? These questions 
are crucial in terms of delivering good 
[investment] performance and cannot 
be answered digitally.”
 
The best solution is therefore to 
combine both old and new functions, 
believes Patusi.

“The providers in the market are com-
peting not only against financial institu-
tions but also against technology firms. 
The future could be a combination of 
the technology firm and a traditional 
bank,” he says.

THE TOP 10 AGENDA ITEMS FOR SWISS BANKS 

Source: EY's European Banking Barometer 2015
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Building competence and reducing 
complexity for private banks
The pioneering industry collaboration involving SunGard’s Ambit Private Banking and 
InCore Bank is clear evidence of the evolution of the Swiss market towards business 
process outsourcing (BPO).

The past five years has seen a marked 
change for Swiss private banks and 
security dealers. 

Global regulatory reform has progres-
sively diluted the banking secrecy that 
institutions could once guarantee for 
HNW clients. Now, rules such as the 
US Foreign Account Tax Compliance 
Act (FATCA) and the Final Withholding 
Tax (FWHT) oblige banks to declare 
each client’s assets to the relevant 
national tax authority. 

With a progressive switch towards 
onshore type of services directly com-
peting with onshore centres, Swiss 
private banks have been driven to 
reduce their fees accordingly and rede-
fine their value proposition. 

Further regulatory requirements are 
increasing the challenges for banking 
operations. For example, under the 
investor protection laws of the revised 
Markets in Financial Instruments 

Directive (MiFID II), banks providing 
investment advice now have to formally 

prove their “suitability” to do so. At the 
same time, new cross-border 

INCORE ONE�STOP TRANSACTION BANKING SERVICES

Source: InCore Bank 
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compliance requirements are increasing 
the operational costs and complexity 
of global private banking.

Adding yet more pressure to today’s 
more competitive, difficult and cost-
conscious business environment – 
clients want more for less. 

To support future growth with less 
operational risk and at a lower cost, 
therefore, private banks need a new 
operating model and to reinforce their 
service proposition – by spending more 
time on their core business to support 
growth, while also building competence 
in both compliance as well as relation-
ship management.

TAKING BPO TO THE NEXT LEVEL
This is the solution that the strategic 
partnership between SunGard’s Ambit 

Private Banking and InCore Bank aims 
to provide.

By combining the former’s solutions 
with the latter’s dedicated business 
services, this collaboration seeks to help 
Swiss private banks streamline opera-
tions, improve compliance capabilities 
and strengthen client relationships.

It plans to achieve this by delivering 
comprehensive private banking busi-
ness services, including custody and 
brokerage, on a single BPO and wealth 
management platform. 

Powered by SunGard’s established, 
state-of-the-art technology and auto-
mated front-to-back-office tools, InCore 
Bank will add to this by applying its 
expertise in private banking processes 
to efficiently manage a full range of 

middle- and back-office tasks for private 
banks and security dealers. 

STREAMLINING OPERATIONS
While traditional BPO is a cost-effective 
solution for private banks that are 
increasingly open to outsourcing in the 
current climate, the continuing need to 
provide confidential accounts for clients 
has prevented many Swiss players from 
taking full advantage of its potential. 

BPO service providers to the industry 
have typically been divided into two 
groups: other banks with their own 
clients but also offer outsourcing ser-
vices; and non-bank technology and 
service providers. Both models have 
their disadvantages.

Without a banking license, non-bank 
providers cannot offer street-side 

KEY CHALLENGES TODAY AND TOMORROW 

Source: InCore Bank 
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services such as global custody, global 
correspondent and brokerage services. 
Their customers will therefore continue 
to maintain a complex network of con-
nections to external platforms – giving 
fully functional and regulated banks the 
upper-hand as BPO service providers.

On the flipside, BPO-providing banks 
have their own client accounts to 
manage, so are seemingly bringing out-
sourced businesses into a competitor’s 
environment, potentially introducing a 
conflict of interests.

A key benefit of the SunGard-InCore 
Bank alliance is that, as a fully regulated 
and licensed bank, InCore Bank’s ser-
vices ensure the high levels of security, 
confidentiality and compliance that 
private banking clients expect. And 
since it provides no banking services of 
its own, there is no conflict of interest 

IMPROVING COMPLIANCE 
CAPABILITIES
The second strategic advantage that 
SunGard and InCore Bank can offer 
Swiss private banks is using ever-more 
onerous regulatory obligations as an 
opportunity to develop more sustain-
able business models and 
differentiators.

Given the weighty responsibilities 
involved in keeping up with new regula-
tions, compliance is a function that 
private banks are particularly – and 
understandably – keen to keep in-
house. But with requirements evolving 
all the time, internal compliance teams 
may need specialist support to help 
monitor, anticipate and interpret new 
regulatory demands. 

Yet consultancy can add significant 
expense to an already costly process. 

of skills” and to free up their own 
resources for core business activity and 
strategic projects. 

STRENGTHENING CLIENT 
RELATIONSHIPS
Indeed, focusing on delivering a compel-
ling value proposition is critical for Swiss 
private banks to retaining their base of 
clients – despite various challenges.

Key to this are superior service levels 
and diversified, global investment 
opportunities that equalise risks that 
investors face. 

For relationship managers (RMs) to 
achieve these goals, they need access 
to sophisticated, modern front-office 
tools. They are then in a position to 
learn about their clients, provide the 
best advice to them and deliver tailored 
solutions that meet their specific needs. 

But essential to RMs being effective is 
a single point of access, rather than the 
traditional route of multiple systems, 
which can also hinder compliance and 
operational efficiency. 

The SunGard and InCore Bank private 
banking business services platform has 
been developed to meet this growing 
demand for banks to have access to a 
cohesive and streamlined wealth man-
agement platform. 

The agile and innovative front-office 
system enables banks to deliver a wholly 
client-centric service and further 
strengthen relationships with their 
valued clients. 

Highly-secure according to industry 
best practice, the platform’s advanced 
architecture for segregated data han-
dling also ensures the complete confi-
dentiality of private bank accounts. 

“To support future growth with less operational risk and at 
a lower cost, private banks need a new operating model to 
reduce complexity and reinforce their service proposition.”

between InCore Bank and the private 
banks whose transactions it manages.

Further, its banking license gives it the 
right to act as single counterparty for 
global order execution, settlement, 
custody and payment. It can reduce the 
costs and complexity for banks of man-
aging multiple brokers, custodians and 
payment platforms.

InCore Bank can be regarded as the only 
transaction bank in operation within 
the Swiss market.

InCore Bank meanwhile, can tap into 
the resources of its own, highly-expe-
rienced compliance team to study and 
interpret the implications of emerging 
regulations, and then gather its custom-
ers’ compliance officers to discuss find-
ings and recommendations as a team.

By sharing expertise and insight in this 
way via a new compliance community, 
the alliance aims to establish a compe-
tence centre for regulatory strategy that 
allows banks to improve their own 
proficiency, to benefit from an “economy 
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A step towards digitising 
Swiss banking
Swiss bank Glarner Kantonalbank has carved an opening to service a segment of the 
country’s retail investors which was previously too small to justify the bank’s attention – 
thanks to an innovative solution from additiv.

From a small client base surrounding its 
headquarters in a Swiss mountain 
region, Glarner Kantonalbank (GLKB) 
can now make use of the digitisation of 
financial services to open up an entire 
new client segment across Switzerland.

In short, and by using the additiv Digital 
Finance Suite (DFS), the bank created 
Investomat.ch, an online platform for 
all types of investors. It enables any 
individual with a portfolio upwards of 
CHF5,000 (US$5,300) to invest in ex-
change traded funds (ETFs) and benefit 
from the latest in portfolio theory.

OPENING UP TO THE MASSES
The solution relies on additiv’s digital 
portfolio management offering to 
permit GLKB’s clients to use an institu-
tional approach to manage even small 
investments individually. 

At the same time, and on the same 
platform, GLKB sets up and controls its 
online investment transactions: end-

to-end with the lowest possible pro-
cessing costs and integrated in its 
Finnova core banking system.

Clients use an online questionnaire and 
behavioural finance game to gauge their 
personal investment profile. 

They then receive an investment pro-
posal based on the core-satellite ap-
proach that can be extended with 
themed investments – or satellites. 

The individual portfolio is fine-tuned 
with a single click in real time using 
Markowitz‘s mean-variance optimisa-
tion method.

At any time, clients can see their ex-
pected return and expected portfolio 
risk. Automatic monitoring rules are 
then used to track the portfolio. Further, 
automated or manual rebalancing 
permits continuous adjustment of the 
portfolio to suit the optimum individu-
al strategy. 

SMOOTH IMPLEMENTATION 
Simply put, GLKB chose additiv, says 
chief executive officer Hanspeter 
Rhyner, because the firm had the ideal 
platform to realise this business idea. 

“We saw a successful collaboration with 
additiv as an enabler. In addition, the 
personal commitment and persuasive-
ness of CEO Michael Stemmle excited 
us,” he explains.
 
The implementation was also achieved 
despite a tight schedule. “It took great 
effort on both sides,” adds Rhyner. 

Perhaps most remarkable about the 
solution was that the bank did not have 
to hire any additional staff – and there-
fore did not have to incur any extra cost 
– despite it being able to open up a 
whole new client segment.

The project has earned GLKB a reputa-
tion in the Swiss media as “the most 
digital bank in Switzerland”. 
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Technology helps ease regulatory 
pressure for Swiss advisers
Banks in Switzerland are allocating substantial sums of money to dealing with upcoming 
changes to the way they must do business. Technology will be a vital element in  helping 
them manage this transition, says Jean-Philippe Bersier at ERI Bancaire.

From 2017 or 2018, new rules from 
FINMA (the Swiss Financial Market 
Supervisory Authority) will increase 
Swiss banks’ capital requirements.

Furthermore, the new rules will require 
separate registration of the country’s 
external asset managers (EAM) at an 
estimated annual cost of at least USD1 
million each. 

According to Jean-Philippe Bersier, 
director of business development at 
banking IT provider ERI Bancaire, these 
institutions are now allocating substan-
tial sums of money to addressing such 
issues, and have a relatively short time 
to do so. 

“They will have to interpret the text [of 
regulation] and how to implement it in 

JEAN-PHILIPPE BERSIER
ERI Bancaire

 technology officer. The fixed costs of 
running a bank are rising all the  
time and at the same time margins  
are shrinking.”

“There is no bad product on the market today …  
at the end of the day it all comes down to implementation.”

Swiss institutions also have to deal with 
rules from overseas jurisdictions, such 
as the US FATCA requirements, among 
other regulatory demands.

terms of technology and services as 
well as people and skills,” he says. “Every 
bank will need a compliance officer for 
both front and back office, and a chief 
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MERGE OR REINVENT?
In this environment, Bersier believes, 
smaller Swiss institutions have two 
options on the technology front.  

“They will either merge so they become 
big enough to support the evolution 
of their in-house IT platforms. Or, if 
they want to keep your existing busi-
ness, the only way to do this is to get 
rid of those ongoing issues and costs.” 

Large banks will be more able to cope 
on their own, even as they enhance 
their online offerings, Bersier believes. 
There is little risk in them making 
 incremental changes, but it would 

“Implementation [of a project] is the 
biggest risk,” he says. “There is no bad 
product on the market today, and in the 
software industry all the companies that 
are still in the game are solid partners, 
so at the end of the day it all comes 
down to implementation.”

For ERI’s part, Bersier says it aims to 
demonstrate to clients its capacity to 
successfully implement new processes 
within a specified time frame. 

The company also has to show cost 
advantages and that its technology is 
up-to-date.  He suggests small and mid-
sized banks should be best served by 

them how well it can adapt to future 
changes in how they do business.

FUTURE PROOFING
“We know that we are not going to 
revolutionise how a bank handles pay-
ments,” he adds. “However, you have 
to ensure that the platform and operat-
ing system that you provide will still be 
the right one in 10 years’ time.” 

Bersier cites the example of ERI setting 
up a version of its Olympic platform in 
Taiwan for a large international bank, 
which included dual-language, and in 
some cases also three-language elec-
tronic documentation. 

As well as back office systems, ERI is 
also helping clients provide technology 
support for the front office. Bersier 
believes this will be the area of most 
growth in future, with technology 
helping relationship managers serve “a 
larger number of clients in a better way.”  

“We have invested heavily in front office 
solutions over the last five years, such 
as CRM and portfolio management for 
advisory business and discretionary 
management,” he adds. “We are also 
helping clients on distribution channels 
such as mobile and e-banking.”

However, he suggests that despite the 
pressures of regulation and squeezed 
margins, ERI’s home market could be 
regarded as less willing to accept digital 
innovation. He notes that a tablet the 
company developed for wealth advis-
ers has had a relatively low adoption 
rate so far, but this may change quickly.  

“We signed a new deal in a new market 
a few weeks ago and it was very clear 
that e-banking and mobile banking 
were part of the picture from the very 
beginning,” says Bersier. 

“You have to ensure that the platform and the operating 
system you provide will still be the right one in 10 

years’ time.” 

threaten their businesses if they tried 
to start from scratch.

“For the big players it is almost impos- 
sible to change their global IT infrastruc-
ture unless they complete redefine their 
banks in the way low-cost airlines re-
defined their business model,” he says. 
“And the online banks are just a distri-
bution channel for their parent groups 
so their IT will ultimately rely on the 
same back office system.”

The boutique providers, meanwhile, 
should find it relatively easier to rede-
fine themselves by scrapping old 
systems and putting entirely new ones 
in their place. 

For ERI, the biggest issue will be how 
effectively it can implement these 
changes on behalf of clients. 

adopting standardised processes rather 
than trying to use a modified version 
of their legacy systems. 

For these clients, Bersier believes ERI 
can turn a project around in a rela-
tively short time-frame of six to 12 
months. Any longer and it would detri-
mentally impact their business, he adds. 

“The first thing we need to do with 
clients is agree the scope of the project,” 
says Bersier. “In any project the biggest 
risk is an ever-changing scope, although 
even if this is defined very precisely, 
market conditions and the business 
itself will impose changes which you 
have to manage.”

Although some clients have been using 
the Olympic system for more than 25 
years, Bersier says ERI still has to show 
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Small deals becoming big 
business in Switzerland 
After a period or reorganisation that will continue over the coming two to three years, 
Swiss private banks and wealth managers will start to show their true value, believes 
Ray Soudah at MilleniumAssociates. 

Switzerland’s private banks and wealth 
managers have been meeting their chal-
lenges head on over recent years, but 
these efforts are not yet being reflect-
ed in their valuations. 

The end of this purgatory is in sight, 
however, as institutions clear out 
troublesome or unwanted accounts and 
otherwise right their ships, says Ray 
Soudah, founder and managing partner 
of Swiss and global mergers & acquisi-
tions firm MilleniumAssociates. 

Institutions that are looking for a 
bargain could do worse than consider 
entering the market now, as within two 
to three years valuations are likely to 
soar, he believes. 

Current valuations are low not because 
banks’ profits and revenues are under 
pressure, Soudah says, rather this is 
because of regulatory and reputational 
issues such as undeclared money, cross 
–border compliance problems and tax 

investigations. “In fact, if you dissect 
the qualitative components of a private 
bank’s clients or revenues today, or 
forecast them for the next six to 12 
months, you can see [the data] is not 
actually that bad,” says Soudah. 

“The industry is rapidly moving towards 
a 100% clean and transparent environ-
ment, but this is not yet being reflected 
in valuations except for some of the 
listed institutions.” 

Indeed, he argues that this situation 
could mean those now looking to make 
acquisitions in the market could find 
themselves with a price advantage over 
peers. They are also benefiting from 
more supportive regulation. 

“Acquirers are much more  protected 
than they were a couple of years ago 
and if a vendor sells something that is 
uncompliant  or contains legacy risks 
they would have to underwrite that,” 
he explains. “It is possible to increase 

your status and position because of the 
huge potential advantages of the 
current situation, and in one or two 
years valuations are going to rise sharply 

RAY SOUDAH
MilleniumAssociates
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for private banks and wealth managers 
because their restructurings underway 
now will have been completed.” That 
said, Soudah believes the days of multi-
billion dollar mega deals in wealth man-
agement and private banking are over 
in the Swiss and global wealth spaces, 
with the occasional notable  exception 
like RBS’s recent sale of Coutts Inter-
national to Union Bancaire Privée. 

SILENT M&A
“The big players are not going to sell,” 
he adds. “The French are not going to 
leave, the British, the Germans and the 
Dutch have mostly already left, and the 
Spanish and the Italians are not here in 
force, and what remains are very few 
foreigners [institutions].” 

In addition to some transactions among 
this group of small players, the other 
story in Swiss banking deals is what 

The choice of which accounts to trans-
fer can be made according to a client’s 
home jurisdiction, as well as several 
other factors such as the degree of 
onshore market knowledge . 

Soudah believes the “silent M&A” phe-
nomenon will reach a peak in six to 18 
months. His estimate is based on the 
time it takes institutions in the market  
to complete their reorganisations as to 
which markets to exit  and the process 
of  on-boarding a client when they move 
from one private bank to another. 

SERVICE INNOVATION
MilleniumAssociates is approaching 
both regular and “Silent M&A” via two 
distinct product service  offerings. On 
the latter front, it offers the proprietary 
programme ‘CATCH’, a service that 
matches private banks which have 
clients they would like to disengage with 

For an acquirer, the process begins with 
research, including an analysis of its 
requirements and organisational culture 
and drawing up a potential list of take-
over candidates. MilleniumAssociates 
then helps the institutions determine 
the tactics and how best to approach 
their acquisition targets, which can 
include a closed auction. 

After this it helps with calculating a 
valuation, advising on the bidding 
process, conducting due diligence and 
negotiating the contracts, including 
post-closing action plans. 

It follows the same research process for 
sellers and prospective partners. 

After the initial research stage, the deal 
process is different and adapted from 
the one used for acquisitions.  It in-
volves strategic advice, preparation of 
internal documents such as manage-
ment presentations, plus process man-
agement and negotiation of the deal. 

In addition to these M&A  services and 
‘CATCH’, MilleniumAssociates also 
offers clients pre-IPO and strategic 
advisory, as well as senior limited head-
hunting. It also added a few years ago 
a global  offering for private banks that 
have entered or are seeking to enter 
into the merchant banking space for 
their own entrepreneurial clients.

“We are now a corporate finance and 
M&A provider to clients of several 
dozen private banking entities world-
wide. We work on a transaction basis, 
and execute the deal using our network 
of investors, enabling the private banks 
to retain their clients’ assets under man-
agement and earn fees,” Soudah ex-
plains.  “Globally we are number one in 
this type of service exclusively dedi-
cated to important private banks.” 

“If you dissect the qualitative components of a private 
banks’ clients or revenues today, or forecast them for the 
next six to 12 months, you can see the data is not actually 

that bad.”

other institutions that would like to 
engage them. This methodology even 
has a fast track option enabling rapid 
movement of portfolios amongst private 
banks in a client-friendly fashion. The 
service is also increasingly being used 
by independent asset managers  facing 
the same industry issues.

For more conventional deals, Milleniu-
mAssociates offers advisory and execu-
tion services to help both prospective 
sellers and potential buyers in the Swiss 
and global wealth management markets. 

Soudah calls “Silent M&A”.  This involves 
private banks choosing between the 
clients they want to keep, and those 
they would rather transfer to other 
players in the market, as he explains: 

“The [post deal] client retention rate 
has fallen to just  about  slightly above 
50% in many cases. Other than just 
close the accounts you do not want or 
market segments you don’t wish to or 
can’t cover anymore, the only option is 
to ask the client which provider they 
would like to go with.” 
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How institutions can thrive amid 
competition and consolidation
Apart from the very biggest firms, Swiss wealth managers are now having to take a 
much closer look at their business propositions in order to determine where they can, 
and cannot, add value. 

Despite being in a landlocked country, 
Switzerland’s wealth management in-
dustry has found itself in the midst of 
a hurricane, struggling to stay ground-
ed amid ever rising costs as a result of 
regulation, and pressure on margins. 

But wealth management institutions 
can emerge from this storm looking 
fitter, and a great deal different, to their 
earlier incarnations.

According to BCG’s Global Wealth 2015 
report, wealth management firms in the 
top offshore booking centres like Swit-
zerland have maintained their status by 
conducting thorough revamps of their 
value propositions. This has included 
reducing regional footprints to focus 
on specific markets, and either selling 
off or closing down underperforming 
businesses, or bulking up to create 
economies of scale. 

Deloitte’s Wealth Management Centre 
Ranking 2015 report suggests other 

“paths to value”, such as increasing client 
asset productivity through better man-
agement, reducing operating costs, and 
focusing on new growth opportunities. 

The need for change is based on the 
increasing pressure on margins and 
profitability within the industry, accord-
ing to Deloitte. It notes that profit 
margin fell from 40 basis points to 24 

basis points over 2008 to 2014, with 
total profit tumbling from CHF7.6 billion 
(USD8.3 billion) to CHF4.9 billion.

REDEFINING VALUE
In this environment, it should be clear 
to every institution that it has to look 
at where it can outperform, and discard 
those businesses that will remain insuf-
ficiently profitable, believes Ray Soudah, 

“hat is perhaps because some 
of the banks were in better 
financial shape than was 
thought and have been able 
to adapt quickly.”

ERICH PFISTER
Falcon Private Bank
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of MilleniumAssociates. “Client and 
market strategy are the most important 
parts of restructuring, not technology 
or compliance,” he says. “Almost without 
exception, institutions are undertaking 
projects to ascertain which clients and 
markets they want to keep.”

His firm supports this “silent M&A” via 
its ‘CATCH’ programme, which matches 
private banks which have clients they 
would like to disengage with others that 
would like to engage those clients.

The biggest institutions can pretty much 
carry on as normal, although the differ-
ence in regulatory regimes around the 
world has prompted UBS to set up a 
fully-owned banking subsidiary. Part of 
the reason for the move, which saw the 
subsidiary take on its parent’s domestic 
wealth management business, as well 
as retail and corporate banking opera-
tions, is to protect this part of the busi-
ness were there to be ‘catastrophic’ 
events elsewhere.

For those without such scale, or the 
ability to ring-fence individual parts of 

Personnel is a vital element of this, be-
lieves John Williamson, vice chairman 
of EFG International, and is not just a 
question of bringing over people from 
Switzerland’s universal banks.

“The history of organisations putting 
investment bankers, retail bankers and 
other talented people with experience 
in charge of private banking is not a 
happy one,” he says.

“I believe a very good candidate for a 
private banker is a talented commercial 
banker who has been dealing with 
people and helping them grow their 
businesses. They possess the relation-
ships skills, the balance sheet knowl-
edge, and are long-term oriented rather 
than being transaction focused.”  

The external asset manager (EAM) 
segment has also had to reconsider 
where it can add value, notes Michael 
Ley, senior vice president in charge of 
business development for EAM at 
Lombard Odier.

“For me a multi-family office and an 
EAM are more or less the same – they 
are managing the wealth of the client,” 
he explains. “You can label yourself a 
multi-family office and have three 

their business, there is a need to work 
much harder to pursue organic growth, 
notes Adrian Kunzi, chief executive 
officer at Notenstein Private Bank. 

“Accelerating organic growth is a top 
priority, and is difficult to achieve for 
almost all of the banks in Switzerland,” 
he notes. 

“The key will be getting up early every 
day, and going out and meet clients, 
working twice as hard as you have in 
the past.” 

HOW DO YOU RATE THE OUTLOOK FOR YOUR BANK OVER THE NEXT 
12 MONTHS IN PRIVATE BANKING AND WEALTH MANAGEMENT?
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clients and do these things or have 20 
clients and just manage the assets.”

Institutions are also having to deal with 
a younger client base, with increasing 
wealth transfer and new, entrepreneur-
ial money coming into the market.

Lowering costs is another way to adapt 
to this changing environment, notes 
Philippe Bongrand, partner in the wealth 
and asset management practice of 
Oliver Wyman. “You can work on the 
revenue and on the cost side,” he notes.  
“On the former the banks have under-
stood the message that clients are not 
happy and have tried to innovate and 
work on pricing for value.”

NEW ENTRANTS
Despite the pressures, there have been 
some new entrants to the Swiss market, 
albeit at a slower rate than before. For 
example, UFP Capital, the financial 
advisory arm of special-situations in-
vestment and advisory group United 
First Partners, recently launched a 
wealth management and investment 
advisory business in Switzerland.

The firm’s services include advising 
HNW and UHNW individuals on the 
purchase of strategic assets, corporate 
finance, debt and equity capital markets 
and asset management, which is in-
dicative of some of the product trend 
in Swiss wealth management.

There are also a few ‘ultra-boutique’ 
firms being established in the market, 
notes Omar Shokur at Credit Agricole 
Private Bank.

“We are seeing companies established 
with only 10 or 15 people,” he says. 
“Three or four will be doing asset man-
agement, one is more on the opera-
tional side, two are working on [account]

in Swiss wealth management, with AUM 
of more than USD138 billion changing 
hands. This represents 59% of all assets 
to have changed firms since 2008. 

Although Scorpio Partnership’s figures 
represents an unprecedented move-
ment of assets, some commentators 
believe there has been less consolida-
tion than anticipated, possibly due to 
continued regulatory uncertainty, but 
also because some institutions turned 

consolidation, another is doing all the 
transaction verification, and another is 
providing more of a concierge service.”
However, these cases are the exception, 
with consolidation the norm for a 
market under the pressure of height-
ened competition, declining profit, and 
pressure on margins.

CONSOLIDATION
According to Scorpio Partnership, 2014 
saw an unprecedented amount of M&A 

TO WHAT EXTENT DO YOU ANTICIPATE CONSOLIDATION OF THE 
BANKING INDUSTRY OVER THE NEXT 12 MONTHS?

Source: EY European Banking Barometer 2015
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“On the revenue side, the 
banks have understood the 
message that clients are 
not happy and have tried to 
innovate and work on pricing 
for value.”

PHILIPPE BONGRAND
Oliver Wyman
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out to be more resilient than expected.
There are still a huge number of wealth 
management firms in the market, with 
an estimated 280 private banks and 
about 3,500 external asset managers. 

Business process outsourcing can be 
an alternative to M&A, believes Daniel 
Bardini, chief operating officer for Sun-
Gard’s private banking business. 

“What we are creating is a repeatable 
outsourcing service offering where we 
lift out from a bank a portion of its non-
core activities and manage these on the 
institution’s behalf,” he says.

“Most of the banks have started or have 
already adapted their business models 
to the new reality,” says Erich Pfister, 
head of global private banking at Falcon 
Private Bank. “Some have paid a very 
heavy price for it and there will be some 
consolidation. I am surprised we have 
not seen more, but that is perhaps 
because some of the banks were in 
better financial shape than was thought 
and have been able to adapt quickly.”

For Ley at Lombard Odier, EAM’s will 
welcome a more streamlined banking 
sector in Switzerland.  “Among the 
banks providing services to EAM, there 
are some new entrants, there are others 
who have been here for a long time and 
believe the EAM industry is too risky,” 
he notes.  

“There is some pressure on the smaller 
entities as EAM do not want to manage 
risk across multiple institutions and 

would rather [deal with 30 big compa-
nies than 100 small ones.”

Instead of falling by the wayside, some 
banks might give up their licences and 
become more like asset managers.

However, according to a senior partner 
at one of the largest Swiss EAMs, con-
solidation within this sector is less ap-
pealing. From a buyer’s perspective, he 
notes that one bank came to his firm 
and asked if it would take on EAMs will 
relatively small amounts of AUM. The 
offer was rebuffed as the firm adjusted 
that it would not be worthwhile to in-
tegrate assets at such low volume.

It isn’t a particularly attractive prospect 
for the seller either, the partner believes.

“How much does one pay for assets 
today? It is at least 0.5% and at most 
2%, when it used to be 5%,” he explains. 

“But if [a small EAM] holds on to the 
assets it can earn 2% in a year from 
those, and it does not have the head-
ache of making a guarantee [to a buyer], 
plus it knows in another year it will get 
the same amount again.” 

TO WHAT EXTENT DO YOU ANTICIPATE CONSOLIDATION OF THE 
BANKING INDUSTRY WITHIN THE NEXT THREE YEARS? 

Source: EY European Banking Barometer 2015
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Swiss banks adapting to pursue 
business and growth
As Swiss private banks and wealth managers face revenue pressure from a combination 
of regulation and income-fee erosion, Daniel Bardini of SunGard explains how new oper-
ating models can support growth with lower operational risks and costs.

In the face of growing and complex 
regulatory changes and a more chal-
lenging business landscape, Swiss 
private banks must continue to strive 
to find ways to stay in business by 
adapting to the new reality.

“With banking secrecy transforming 
client confidentiality and the upcoming 

which client to serve, and then which 
services to provide,” says Daniel Bardini, 
chief operating officer, Ambit Private 
Banking at SunGard.

This process has forced banks to move 
beyond a model where they look to do 
everything for everyone, and instead 
into taking a more targeted approach.

DANIEL BARDINI
SunGard

As a result, one of the approaches that 
Swiss banks are now taking in adapting 
their model is business process out-

“With banking secrecy now gone, banks need 
to choose which client to serve, and then which 

services to provide.”

Automatic Exchange of Information in 
its final preparation stage, banks are 
becoming more and more aligned to 
onshore practices and need to choose 

Inevitably, he adds, that has reduced 
the scope of clients that many banks 
can service, which in turn is limiting 
their revenue opportunities.
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sourcing (BPO). The aim in doing so is 
both the potential for  lower costs, and 
about taking advantage of external 
providers in providing specialist skills 
and expertise that are available in a 
scalable way. 

“At the end of the day you get an im-
proved result with less internal resourc-
es and skills engagement,” says Bardini.

The trend is only likely to continue, he 
adds, as consolidation remains a key 
theme underpinning the Swiss wealth 
management landscape.

SIMPLIFYING SOLUTIONS
To deliver a modernised BPO platform 
to help reduce complexity for Swiss 
private banks, SunGard collaborated 
with InCore Bank in early 2015.

In short, this new alliance combines 
InCore Bank’s business process offering 
and experience with SunGard’s Ambit 
Private Banking solution suite to help 
private banks focus their attention on 
mission-critical and client-related tasks. 

With what both firms describe as an 
“agile and client-centric front office 
solution and a highly-standardised and 
automated back end”, target users can 
therefore ensure their advisers maintain 
more of a focus on revenue-generating 
business activities. “This collaboration 
goes beyond a simple business pro-
posal,” says Bardini. “We see this as a 
platform for industry collaboration as 

we strive to introduce greater standardi-
sation and efficiency within Swiss 
private banking and help Swiss private 
banks optimise performance amid wide-
spread and complex change.”

The important innovation with this al-
liance, explains Bardini, is based on the 
fact that InCore is a transaction bank 
only providing services to banks and 
their respective clients. InCore has no 
Nostro nor own client business at play. 
On top of the standard set of services 
related to the BPO domain, InCore Bank 
also proposes, via its FINMA-regulated 
banking license, custody or/and broker-
age services. This unique, combined 
value proposition allowed by the trans-
action bank set-up, fundamentally 
simplifies the contractual and operating 
landscape of its clients.

“One of the most popular approaches Swiss banks are 
taking in adapting their model has been BPO.”

GOING DIGITAL
According to Bardini, the digital journey 
towards a new way to serve their clients 
is for Swiss private banks the innovative 
approach they need to implement to 
attract new clients.

Banks are then in a position to target 
new clients like entrepreneurs and 
service them on a 24-7 basis, he ex-
plains. “Whereas a few years ago [in the 
traditional model of Swiss private 
banking], a private banker would prob-
ably see a client a few times a year and 
give them a bunch of information to 
look at, now it is exactly the opposite, 
the clients are looking for new apps to 

continuously interact with their private 
bank,” says Bardini.

For banks to create the right environ-
ment to do this well, they first need to 
focus on upgrading the legacy infra-
structure they have. And for many, that 
means moving to a BPO model, to ex-
ternalise the back-end tools and ser-
vices, and focus on the new investments 
needed in order to engage with the 
client in a new, innovative way. 

This is partly about tablet-prompt ap-
plications as well as involving social 
networks and social media, says Bardini.

CARIBBEAN STYLE
However, with the challenges that 
banks face in Switzerland, SunGard has 
also been looking further afield, spe-
cifically at emerging markets. “The one 
we have been analysing the most is the 
Caribbean,” says Bardini. “Banks in this 
part of the world are experiencing in-
creases in numbers of clients at a 
double-digit rate.” These individuals are 
mostly from Europe, and mainly 
Germany, France and Italy, as they have 
largely been driven away from tradi-
tional offshore markets. 

The value proposition of the Caribbean 
is mainly in terms of confidentiality and 
variety of wealth management services, 
rather than tax avoidance.

As a technology provider, the potential 
for SunGard is vast. “All of a sudden 
these banks need to change their legacy 
tools and upgrade their platforms to 
accommodate this new client base.”

Within the Caribbean, the main focus 
for the time being is the Bahamas, 
where he sees a lot of prospects and 
projects taking place. The Cayman 
Islands is a close second, he adds. 
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Addressing differing needs for 
relocation and residency 
Gaining residency or a passport in another country is about more than just saving tax 
and safeguarding assets, not least when issues of personal security are at stake, says 
Henley & Partners’ Peter Krummenacher. 

In today’s complex and sometimes peril-
ous world, moving to another country 
is becoming more than a question of 
finding a place for HNW and UHNW 
individuals to keep their assets, accord-
ing to the Zurich-based partner.

Henley & Partners, the global leaders 
in residence and citizenship planning 
for just such individuals, sees these 
varying requirements at first hand. 
Operating out of 20 countries and 
focusing on those it believes have the 
best citizenship programmes, it advises 
clients on how to obtain residence per-
mits or additional passports. 

According to Krummenacher, it was the 
first firm of its kind in the world. 

As well as serving residency needs, 
Henley & Partners has also used its 
longevity and expertise to advise gov-
ernments on how they can create or 
re-establish citizenship programmes. 
The firm’s website says it has raised 

over US$4 billion in foreign direct 
investment for the jurisdictions that it 
has advised. 

Most of its clients come to it either 
through its network such as private 
banks or international law firms or one 
of the many seminars the firm holds 
worldwide on immigration and citizen-
ship programmes. 

Although its Swiss office is the firm’s 
largest, Krummenacher says the ser-
vices it offers there are not primarily 
used by domestic clients.

“Our typical client is a non-EU indi-
vidual. We advise them not only on how 
to move to places like Switzerland but 
also on all available residence and citi-
zenship programmes,” he says.

LIFESTYLE & SECURITY
Henley & Partners’ clients are happy to 
accept this advice because moving to 
another location, including Switzerland, 

PETER KRUMMENACHER
Henley & Partners

is more often about lifestyle and secu-
rity than it is about money. “A lot of 
clients who move here can send their 
children to school without needing a 
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bodyguard as they might have to at 
home,” explains Krummenacher. “It has 
values that they are looking for.”

“A client would not want to move some-
where with a high tax rate, but if you 
are thinking of strategically relocating 
taxation is just one question that has 
to be addressed.”

Indeed, Krummenacher says the UK’s 
residence scheme, which is Switzerland’s 
main rival in Europe, is more tax advan-
tageous as it allows foreigners to choose 
to be ‘non-domiciled’ residents. For 
those born outside the UK and who 
intend to return to their home country 
and use proper pre-immigration tax 
planning, this means they are exempt 
from tax for seven years. 

Conversely, residency under 
Switzerland’s scheme is directly linked 
to tax contributions, determined either 
on the basis of a person’s worldwide 
assets or a negotiated lump sum. 

“Our clients always choose the second 
option. Switzerland, however, is not the 
only residence programme we advise 
them to consider,” Krummenacher says. 
“As well as residence schemes such as 
the UK’s, our typical clients are also 
interested in passport programmes 
offered by other European and 
Caribbean jurisdictions.”

“Sometimes we have people who tell 
us they want to move to Switzerland,” 
he adds. “We will ask why and they will 
say they want a Schengen Area resi-
dency so they can travel freely.”

MULTIPLE OPTIONS
If this is the main reason for coming to 
the firm, he notes, Henley & Partners 
recommends clients apply for Portugal’s 
residence permit programme.

This allows foreigners to obtain a permit 
so long as they invest at least 
USD500,000 in Portuguese real estate. 
After this they are only required to 
spend seven days a year in the country 
to maintain a residency permit.

For clients who want both visa-free 
travel and another passport, Henley 
suggests Antigua and Barbuda. This 
‘citizenship-by-investment’ programme 
was established in 2013 and allows visa-
free access to the Schengen Area coun-
tries and many others. Applicants must 
invest at least USD400,000 in an 
approved real estate project and cannot 
divest this for at least five years or 
before the proposed development has 
been “substantially completed”.

“A client would not want to move somewhere with a high 
tax rate, but if you are thinking of strategically relocating, 

taxation is just one question that has to be addressed.” 

them to consider Malta’s citizenship-
by-investment programme. 

This requires a contribution of at least 
EUR650,000 (USD708,631) to the 
National Development and Social Fund 
and a EUR150,000 investment in 
Maltese Government Bonds for at least 
five years, as well as establishing resi-
dence status for a minimum of one year 
prior to being granted citizenship. 

After citizenship is obtained, residential 
property for personal use only must 
be held in Malta for at least five years. 

Krummenacher believes such require-
ments are negligible for many people 
compared with the benefits of living 

Alternatively, they can make a 
USD200,000, non-refundable contribu-
tion to Antigua and Barbuda’s National 
Development Fund, invest at least 
USD1.5 million in an eligible business 
there, or make a joint investment with 
other people of USD5 million or more.  

“We think this is the best Caribbean 
passport program there is available right 
now,” says Krummenacher. “It used to 
be St Kitts & Nevis but there has been 
a recent change of government and 
things [there] are in flux.”

For those who want to obtain an EU 
passport, Henley & Partners advises 

in a more secure part of the world. “If 
you come from a banking perspective 
you can always talk to clients about 
asset protection and how to spread 
their assets worldwide,” he says. 

Personal security is also an issue. 

“If you are living in an inhospitable 
region and doing business there you 
might come into conflict with the gov-
ernment and reach a situation where 
it is better for you to leave,” 
Krummenacher adds. 

“If you are wealthy what is USD1 mil-
lion invested in your security?” 
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Clearing the air

Swiss wealth managers are continuing to deal with compliance and regulatory issues 
both domestic and international. Rather than being seen as an unwelcome burden, 
clearing the air should be viewed as a business opportunity for firms that tackle it in 
the right way.

The Swiss wealth management industry 
has faced a raft of regulatory and com-
pliance challenges over recent years, 
including tougher international and 
domestic rules and the global shift 
towards tax transparency.

Although Switzerland has arguably been 
in the global spotlight more than any 
other offshore wealth management 
centre, it is not the only jurisdiction that 
has had to deal with these issues. 

There is a growing, global trend of HNW 
and UHNW individuals and families 
repatriating assets as the benefits of 
offshore financial centres decline. 

As well as increased transparency re-
quirements, this has also been prompt-
ed by reduced legal certainty and repu-
tational damage in some jurisdictions, 
according to the Deloitte Wealth Man-
agement Centre Ranking 2015. The US 
FATCA, automated tax information 
disclosure which is currently being dis-

cussed by the OECD, MIFID II and other 
client privacy and data protection laws, 
all have to be taken into account.

Also, the US Department of Justice’s 
programme on non-compliant assets is 
gathering steam. BSI (Banca della 
Svizzera Italiana) was the first Swiss 
institution to reach a non-prosecution 
deal with US authorities in March this 

year. Since then the number of deals 
has risen to at least 11.

Tax transparency is prompting some 
players to revisit their business models 
and exit markets or client segments, the 
Deloitte report notes. 

“Every bank has a history, we have a 
history, but have also understood that 

“New regulations will 
force the players in the 
market to change their 
strategies and behaviour.”

ANDRI MANATSCHAL
PwC
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times have changed,” says Zeno Staub 
at Vontobel Private Bank. 

“One of the signs that we understood 
this early on is that we [joined] a group 
of three banks [under the US Justice 
Department programme for non-com-
pliant assets] that insist we have not 
committed any US tax-related offences.”

“Swiss institutions had built their busi-
ness model on an environment where 
they mainly focused on helping people 
to optimise taxes,” adds Erich Pfister of 
Falcon Private Bank. “This is something 
that has vanished now.”

Despite this, privacy remains a valid 
reason for international HNW and 
UHNW individuals and families to con-
sider putting their assets in Switzerland. 
In the new era of transparency, this is 
about security – not avoiding tax. 

“For some foreign clients, privacy and 
not sharing data with third parties is 
important, as they come from countries 

reaction to heightened regulatory re-
quirements, as other businesses have 
in the past.

The head of the country’s State Secre-
tariat for International Financial Matters 
was recently quoted as saying that the 
faster regulatory issues were resolved, 
the better it would be for the entire 
financial sector.

Not all institutions agree, although they 
should, believes Oliver Wyman’s 
Philippe Bongrand. 

“If you look at the industries that are 
very well regulated, they use regulation 
to protect margins. Here people do not 
see [regulatory] changes as an oppor-
tunity,” he says.

For a fintech firm, the increase in regu-
latory is a clear benefit, believes Urs-
Peter Oehen of Expersoft Systems. “We 
have to deliver much more automation 
of client on-boarding,” he explains. 

“This process is getting more compli-
cated as you have to obtain a large 
amount of information about the cus-
tomer and make sure they are compliant 
with global regulations.”

measures that are stricter than interna-
tional standards. FINMA (the Swiss 
Financial Market Supervisory Authority), 
believes its banks should have higher 
standards on leverage ratio, given the 
importance of financial services to the 
national economy.

On the industry front, there is also a 
move to separate out compliance and 
other back-office functions, with 

“The discrepancy between 
banks and services is 
getting wider and margins 
are going down.”

ALBERTO RAMA
Investment Navigator

“FINMA believes its banks should have higher standards 
on leverage ratio, given the importance of financial 

services to the national economy.” 

where they have physical security 
issues,” explains Natacha Polli, founding 
partner at PAZ Consultants. “This is also 
why they often bring their families as 
well as their money to Switzerland.”

RAISING STANDARDS
On a national scale, Swiss regulators 
are in some cases keen to implement 

Bloomberg reporting in mid-June that 
a major Swiss banking group plans to 
establish separate service centres in 
Asia and Europe to provide specific 
support to subsidiaries in the region 
after “an emergency”. 

Although it has been painful, Switzer-
land will eventually benefit from its 
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“There is a growing need in Singapore 
for regulatory reports to fulfil the cri-
teria of the monetary authority (MAS). 
We have developed fully-fledged, au-
tomatic reporting according to those 
requirements,” he adds.

PAIN AND GAIN
Switzerland could be well-placed to 
benefit from changes in regulation, 
particularly if it can imprint its renown 
for efficiency, according to Andri 
Manatschal of PwC.  

“[New regulations] will force the players 
in the market to change their strategies 
and behaviour, and make clients change 
their behaviour,” he says. 

“These changes might be seen as dis-
advantaging Switzerland in terms of 
competition [versus other jurisdictions]. 

“However, I think history shows that 
whenever major [regulatory] revolutions 
take place, those [countries and institu-
tions] that adopt them most efficiently 
and quickly will strengthen most quickly 
in the future.”

It is important that compliance func-
tions are not regarded as leading a busi-

current issue. “On the one side the 
banks want to know that the client will 
pay for the advice they offer, and that 
if they make a recommendation that 
they will get a fee from the client,” ex-
plains Alberto Rama, co-founder of 
Investment Navigator. 

“On the other, there are more online 
platforms offering really cheap online 
mandates, and [they} are fully flushed 
with automated rebalancing.  So, the 
discrepancy between banks and ser-
vices is getting wider and margins are 
going down.”

EFFICIENCY DRIVE
Indeed, according to Hellmut Schüm-
perli, founding partner of external asset 
manager Finaport, some banks might 
stop managing assets as they cannot 
transition to a fee-based model. 

“In two or three years the amount of 
mark-up on every transaction will have 
to be disclosed, and this will pressure 
private banks to introduce a fee-based 
model,” he says.

“They could start outsourcing asset 
management activity to concentrate on 
what they do best which is custody, 
money transfers, settlements, opera-
tions, IT and reporting.”

There is also a need to streamline 
documentation procedures, notes 
Stephanie Jarrett, Geneva-based head 
of the wealth management practice 
group at Baker & McKenzie.

 “It should be possible for a client to 
have to fill out one set of forms and for 
the bank to then provide this to differ-
ent departments,” she says. “This is not 
just a problem for Switzerland; Singa-
pore banks can be even heavier in their 
documentation requirements.” 

ness, but rather as supporting the 
conduct of business.  

“Management that should be the deci-
sion makers, even for compliance 
issues,” says George Zecchin, founding 
partner at PAZ. “They need the right 
advice and support and will have to 
make decisions.

“But sometimes they will refrain from 
doing this and leave it to [compliance 
departments] to decide. This doesn’t 
work well, as you will have people com-
plaining that the business is being led 
by the compliance department.”
Swiss institutions will need systems in 
place to manage increased regulatory 
obligations. “At the conclusion of these 
challenges you need to have sufficient 
critical mass of assets to be able to 
ensure you have these compliance and 
regulatory competencies within the 
organisation,” Zecchin says.

It can be painful to readjust businesses 
to the increased spending required to 
support back-office compliance staff, 
adds Polli.

The potential ban, or at least reduction, 
on the use of retrocession is another 

“In two or three years the 
amount of mark-up on every 

transaction will have to be 
disclosed, and this will pressure 

private banks to introduce a 
fee-based model,.”

HELLMUT SCHÜMPERLI
Finaport
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Easing the compliance burden 
through expert advice
Swiss private banks and EAMs need help to deal with a raft of compliance and 
regulatory challenges so they can get back to doing what they do best – advising clients, 
believe PAZ Consulting partners Georges Zecchin and Natacha Polli.

Swiss private banks and external asset 
managers (EAMs) will be coping with 
an increasingly heavy regulatory and 
compliance burden over coming years.
On one side are the US FATCA and 
OECD Common Reporting Standards, 
on the other is an upcoming Swiss law 
on financial services.

Most recently, banks have joined a US 
programme under which they can avoid 
prosecution for the past by paying com-
pensation for accounts of US citizens’ 
set up in Switzerland with the express 
purpose of avoiding tax. 

Institutions are having to spend an 
increasing amount of time, and money, 
poring over “dusty account” archives in 
the search for non-compliant and 
unclaimed assets.

PAZ Consulting partners Georges 
Zecchin and Natacha Polli have their 
sights set on easing at least some of 
that burden. The partnership’s core 

proposition is to help EAMs and private 
banks map governance, compliance 
and organisational structures to enter 
this new era of transparency in Swiss 
financial services. 

PAZ consults on specific issues and 
provides analysis of internal organisa-
tion and reorganisation. It also conducts 
reviews of compliance procedures and 
policies, the development of regulatory 
strategy and risk analysis, and advises 
on issues such as anti-money laundering 
and anti-corruption and bribery.

Both partners were once head of com-
pliance at Credit Agricole (Suisse), 
Zecchin from 2001 to 2003 and Polli 
from 2003 to 2010. More recently, 
Zecchin was head of the private bank’s 
Asian business.

“The idea is to provide high-value ser-
vices to financial intermediaries that 
need governance and compliance 
advice or support,” he explains. “We 

NATACHA POLLI
PAZ Consultants

wanted to work with several clients 
rather than just one as we did not want 
to take on the administrative functions 
[that come with working for a bank].”
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Another benefit to independence, 
according to Polli, is it can make some 
institutions more willing to accept 
advice. “We are at a distance and not 
part of the institutions we advise,” she 
says. “This is an asset [for clients] 
because we can look at their organisa-
tions and see where things are not 
working. As we are external they are 
more likely to listen to us.”

FOUR CHALLENGES
The largest institutions, such as Credit 
Suisse and UBS, have already gone 
through reorganisations, but others still 
need help to cope with increasing regu-
latory and compliance requirements.

“The size of the regulatory obligation is 
the first challenge [for institutions],” 
Zecchin says. “The second is the speed 
at which they need to adapt, the third 
is how to best allocate resources [to the 
task] and the fourth is to continue 

“Even today if you ask where a bank  
has written down its business strategy  

they might not have a central document”

fewer controls can be the answer: 
“You just have to ask the right ques-
tions. Will adding a fifth [compliance] 
control better mitigate institutional 
risk? Or could it be that out of the 
four existing controls [in place] only 
having two is sufficient and you just 
need to be better organised?”

PAZ also works with charitable founda-
tions, many of which are now setting 
up in Switzerland, and commodity 
trading companies. On the latter front, 
Zecchin says, it is focusing on preparing 
companies for an expected increase in 
regulatory requirements, even though 
they are now subject to a relatively light 
touch. “We believe that if these organi-
sations self-regulate first they will be 
better equipped to deal with more 
regulation when that comes through,” 
he adds.

There must be at least a few private 
banks and EAMs in Switzerland who 
wish they had been given the same 
advice several years ago.  

GEORGES ZECCHIN
PAZ Consultants

developing the business and adapting 
to clients’ needs at the same time.”

Institutions’ senior managers, who once 
might have been above the fray, are 
increasingly realising that they need to 
directly oversee its regulatory and com-
pliance challenges, Polli notes. “Even 
today if you ask where a bank  
has written down its business strategy 
they might not have a central document. 
You will perhaps have the minutes of 
three board meetings and they will 
present this as their strategy.”

Whereas a bank’s board of directors 
used to have to deal only with overarch-
ing issues such as which markets to 
cover and how much AUM to target, 
they now have to devise concrete busi-
ness strategies, risk-appetite state-
ments and anti-risk policy. 

According to Zecchin, many institu-
tions do not have sufficient resources 
to deal with all of this, which is where 
PAZ can add value. “Having a large 
number of people is no guarantee that 
[compliance and regulatory] work will 
be done in the right way,” he says. 
“And just ticking a box will not fulfil 
that need either. You need someone 
with common sense who can evaluate 
the consequences of those actions.”

BACK TO BUSINESS
By providing an overarching view of 
these issues, PAZ allows internal staff 
to focus on their business roles. “It is 

not just about increasing resources,” 
Polli adds. “You might need 20 people 
just to review [legacy] files but many of 
them will be coming straight from uni-
versity,” she adds. “If they have never 
taken part in the process to on-board 
a [private bank] account, how can they 
assess a file?” ”

Senior executives, meanwhile, also 
need to realise that adding more risk 
control measures to those they already 
have is not necessarily the best strat-
egy. Indeed, Polli suggests, sometimes 
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Inspiring Swiss investors to 
embrace alpha
Swiss investors typically favour cash and plain-vanilla bonds. However, the country’s 
current financial environment is prompting a need for more alpha-generating 
alternatives, according to Andre Bantli at BlackRock. 

If a recent BlackRock survey is anything 
to go by, even the most persuasive 
Swiss financial adviser might struggle 
to convince clients to abandon their 
preference for cash and bonds. But 
Andre Bantli, head of the company’s 
wholesale distribution for Switzerland, 
believes it has the fund range, and in-
vestment firepower, to help them do 
just that. 

In the survey of individuals with average 
assets of CHF1.63 million (USD1.72 
million), BlackRock found even the 
threat of negative deposit rates was not 
enough to convince many Swiss inves-
tors to reconsider their asset allocation.

The threat has arisen in Switzerland 
over recent months as a result of the 
Swiss National Bank (SNB) ending the 
franc’s currency floor versus the euro. 
After the move in January, the SNB 
introduced negative deposit rates for 
banks, although the banks have not yet 
passed this through to the retail sector.

Typically, both institutional and retail 
money would shift to higher yielding 
assets if faced by such a situation. 
However, the BlackRock survey found 
only 12% of Swiss investors have 
reduced their cash holdings or intend 
to decrease their exposure to cash, 
which currently stands at about 34%. 
Indeed, the survey further found that 
50% of respondents would not even 
consider moving their money to a dif-
ferent bank if Swiss deposit rates were 
to turn negative.

Its own survey suggests that even as 
the world’s largest investment fund 
manager, with AUM of USD4.77 trillion, 
BlackRock still has plenty of work to do 
to convince wealthy Swiss that they 
should seek to generate more alpha.

More broadly, threats to the assumption 
that Switzerland’s retirement system 
will be able to meet the country’s needs 
for generations to come is another spur 
for its citizens to seek outperformance.

ANDRE BANTLI
BlackRock

“A lot of the younger generation is start-
ing to question whether the official state 
framework is going to be enough for 
them,” he says. “In the next few years 



SWISS PRIVATE BANKING AND WEALTH MANAGEMENT 2015       59

the retirement space will be interesting 
to watch.”

STRENGTH IN DEPTH
BlackRock, Bantli believes, is in a posi-
tion to help investors address these 
challenges and transitions because of 
the breadth, and depth, of its invest-
ment proposition.

“Moving cash into fixed income is the 
first step,” he says. “We have five avail-
able fixed income funds, including a 
European portfolio which has seen 
substantial inflows.” Indeed, he notes 
that over the last eight or nine years, 
BlackRock has been focusing on devel-
oping its fixed income proposition, 
having already gained a strong reputa-
tion for its equity offering.

and swaps, and can have equity expo-
sure of 10% or 15%.”

BlackRock has also created blended 
portfolios of fixed income and passive 
equity investment, which aim to offer 
a higher return than plain-vanilla bonds 
but with only a little more risk.  

“We offer a few non-benchmarked 
products here which can help banks 
move cash into [investment] products,” 
he adds.

For even more alpha, investors can turn 
to BlackRock’s renowned equity funds, 
or its less well-known private equity 
proposition. The latter was enhanced a 
couple of years ago by the company’s 
takeover of Swiss Re’s private equity 

with the big clients right to survive and 
obtain flow,” Bantli says. 

“But in terms of meeting our objectives 
this is not going to be enough. We also 
want to cover the smaller banks, IFAs 
and external asset managers.”

The smaller banks in particular, he 
notes, are looking for outsourced invest-
ment management capabilities as they 
face rising pressure on costs. 

IFA and family offices represent a 
growing market opportunity for fund 
managers, according to Bantli, particu-
larly in Geneva. 

Specifically, there are an increasing 
number of family office hedge funds.

“In this environment, with pressure on 
resources, we are able to offer insights 
from our chief investment officer, out-
sourced asset management or white 
labelling, and segregated accounts. This 
[type of business] is the future for us,” 
says Bantli.

The company’s Aladdin platform, which 
provides risk analysis, trading and op-
erational tools for investment managers, 
is one way for it to serve these clients.

“If you need a model portfolio or you 
need your investment portfolio stressed 
tested against potential future events 
we can load [the scenario] into our 
system and plot the risk-adjusted 
return,” Bantli explains.

“We can screen portfolios against 3,000 
risk factors. For example, a client who 
wants a balanced portfolio might 
assume the risk comes from equities 
but Aladdin can show them there can 
be a large risk contribution from the 
fixed income side as well.” 

“A lot of the younger generation is starting to question 
whether the official state framework is going to be enough 

for them. In the next few years the retirement space will 
be interesting to watch.”

The portfolio to which he refers, the 
BlackRock Euro Bond Fund, has EUR4.4 
billion in AUM. 

As well as the euro bond fund, Bantli 
says BlackRock’s unconstrained bond 
portfolios are also generating substan-
tial interest.

“[These funds] can go short duration 
ranging from minus two to plus four 
years,” he explains. “They can take rela-
tive calls across the whole credit spec-
trum of credit, using futures, hedges 

fund-of-funds business. However, Bantli 
notes that alternatives are not generat-
ing the same level of interest as they 
do in other markets. 

A HELPING HAND
With the product side well covered, 
BlackRock is aiming to expand its dis-
tribution reach in Switzerland.

“We want to reach a situation where 
people walk into a branch of Credit 
Suisse in Zurich and ask for one of our 
funds, as we need to get relationships 
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Swiss investors starting to reap 
benefits of logic rather than luck
End-investors are coming around to the view that ‘hero fund managers’ often generate 
excess returns through luck rather than expertise. This leaves them more willing to 
accept portfolios with stronger risk-return characteristics, says Pius Zgraggen of OLZ.

The days of the ‘hero fund manager’ 
are numbered and set to be replaced 
by an era of more efficient investing, 
believes Pius Zgraggen, founding 
partner of Berne-based OLZ & Part-
ners Asset & Liability Management.

His firm, founded in 2001, aims to 
take advantage of this development 
by creating portfolios that de-empha-
sise stock picking and market timing 
to focus on risk-adjusted returns.
 
“We believe that in the future a 
growing number of these heroes will 
be demystified,” Zgraggen explains. 
“In the 1980s if you were a fund 
manager and beat the market you 
became a hero, but in recent years 
alpha (outperformance) has been ex-
plained by other, systematic factors 
than just the market factor. 

“Part of it is size, part of it is value, 
part of it is momentum, and part of it 
is low volatility – so in the end you 

find there actually is much less real 
‘alpha’ [being generated by the fund 
manager],” he adds.

OLZ’s formula, and indeed the firm 
itself, were founded on the belief that 
return can’t be projected but risk is 
more persistent. As Robert Merton 
found out years ago, the best estimate 
of the expected performance of any 
market or stock is to start by giving 
all shares the same expected return.

“Despite this, 99% of active fund man-
agers say they are able to forecast 
returns and identify undervaluation 
or overvaluation. We did not believe 
this from the outset because we had 
no empirical or theoretical evidence,” 
Zgraggen says.

After years of academic research at 
the University of Bern, this belief 
prompted the founding partners to 
set up OLZ as a specialist in minimum 
variance portfolios. The name ‘OLZ’ 

PIUS ZGRAGGEN 
OLZ

stands for the three founders: ‘O’ for 
Carmine Orlacchio, ‘L’ for Claudio 
Loderer and ‘Z’ for Zgraggen. Loderer 
is managing director of the Swiss 
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ning, risk and cost analysis, asset and 
liability strategies, and reporting and 
benchmarking. It also provides finan-
cial institutions with data that enables 
them to implement their own minimum 
variance portfolios. 

Although Zgraggen might decry the 
‘hero fund manager’ concept, he and 
OLZ have reputations for being at the 
vanguard of investment theory.  

Zgraggen is well-known in academic 
circles, having co-authored Handbuch 
der Bewertung (A Handbook of Valu-
ation). He is also a lecturer at PHW 

“The huge advantage of minimum variance is that instead 
of having 40% invested in an equity index you can have 

50% invested for the same amount of risk.” 

had it been in place for 20 years, so 
the client has a clear view of the in-
vestment risks. 

“We then go to into detail on how 
much they might lose, and if they are 
willing to accept that it will be cheaper 
for them to give us a mandate than 
follow the strategy on their own,” 
Zgraggen adds.

OLZ agrees a management fee with 
clients, and then credits them the fees 
OLZ collects out of its own funds, any 
third-party distribution fee, and ret-
rocessions received from the custo-

Finance Institute (SFI), founder of the 
Rochester-Bern Executive Program, 
and a full professor of Financial Man-
agement at the University of Bern, 
where Zgraggen was a research and 
teaching assistant and Orlacchio a 
research assistant.

Zgraggen believes the main benefit of 
minimum variance investment over 
passive (such as traditional ETFs) and 
active management is lower volatility 
that allows greater exposure to equity 
without taking on unnecessary risks. 
“Instead of having 40% invested in an 
equity index you can have about 50% 
invested for the same amount of risk. 
Besides this, investors gain a higher 
return over the long term,” he adds.

Headquartered in Bern, OLZ also op-
erates out of Zurich and Schaan (Li-
chtenstein). It established a presence 
in Singapore in 2007 with subsidiary 
OLZ Wealth Management.

INVESTMENT PHILOSOPHY
For qualified investors the firm mainly 
offers Swiss franc-denominated equity 
and bond funds, with some euro and 
US dollar classes.  

Two of its funds have been registered 
in Singapore since 2010. The first, 
OLZ Efficient World Equity, invests in 
developed equity markets. It is based 
on OLZ’s core proposition – using 
minimum variance to optimise risk-
returns versus market-cap weighted 
investment schemes. The second fund 
adopts the same approach to emerg-
ing markets and aims to generate 
better risk-adjusted returns than the 
MSCI Emerging Market index.

In addition to its funds, OLZ has a 
wealth management proposition that 
includes financial and liquidity plan-

(Private Economics University) in Bern, 
the University of Liechtenstein, and 
AZEK (the Swiss Training Centre for 
Investment Professionals).

PERFORMANCE REVIEW
Teaching the difference between the 
concepts of speculating and investing 
is one of his main objectives. “In most 
cases people mix the two,” Zgraggen 
explains. “But we say we cannot 
speculate for our clients, they have to 
do that on their own by opening an 
account and trading. Our objective is 
to manage the other part of their in-
vestment portfolio, which they want 
to grow, or build towards a purpose.”

Once the target is established, OLZ 
creates a model portfolio and calcu-
lates how this would have performed 

dian bank. This means clients not only 
don’t pay double or even three times 
the normal fees, but also gain an in-
dependent investment strategy. 

This matches the direction of the 
global fund and wealth management 
industries, but Zgraggen is only cau-
tiously optimistic. He suggests inves-
tors deserve absolute clarity not only 
on how much they are being charged 
but what they are being charged for. 

“You can now be paying a fee to fund 
managers who give the impression 
that they know where and when to 
invest,” he explains. 

“Mandate and advisory fees have to 
go up because there are no longer 
retrocessions. This is a good thing if 
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charges are transparent. But the in-
centive system of the advisers has not 
changed, they still have to make a 
return on assets, so the clients are 
getting charged the same only in a 
different way.”

He is absolutely clear about OLZ’s 
own value proposition. 

“Our value proposition is that we 
focus on risk forecasts to emphasise 
diversification and how you do this 
efficiently,” Zgraggen says. “At the end 
of the day, if you want asset alloca-

OLZ’s recent growth can be seen as 
testament to the efficacy and appeal 
of its investment philosophy. “Our 
funds have grown and are becoming 
more attractive to old and new clients,” 
Zgraggen explains. 

“One insurance company could only 
hold 20% in one of our funds when it 
was, say US$100 million, but now that 
fund is more than double in size it has 
doubled the investment.”

Earlier in the year OLZ’s Swiss Equity 
and Developed Market Equity re-

Technology has been a vital facilitator 
of such investment strategies, and 
OLZ’s successes, Zgraggen says. 

“Technology means we can now take 
the MSCI World index, extract the 
country data, create an investment 
universe and then check that this has 
sufficient liquidity,” he explains. 

“We can then estimate the risk and 
co-variances to create the minimum 
variance portfolio, which was not pos-
sible before as we had neither the data 
nor the technology.”

Zgraggen acknowledges OLZ’s ap-
proach of focusing on risk rather than 
return can be a hard sell to investors.

“People normally don’t give a strategy 
enough time, yet if they invest at the 
right time it is purely by accident. 

“You need to give a strategy 10 years, 
but you shouldn’t look to change 
funds just because you invest in the 
wrong three years.”

Technology has been something of a 
doubled-edged sword in this respect.

It has increased the regularity with 
which clients look at their portfolios, 
encouraging short-termism, according 
to Zgraggen. 

“People have a look every week, but 
if you have weekly reporting, even if 
the strategy is fabulous, you will be 
disappointed 23 or 25 times a year,” 
he concludes.

“One of the difficulties we are facing 
today is how to explain to the client 
at the outset what a strategy means, 
how it works, and how long it will take 
to work.” 

“If you buy the index the marginal cost is zero ... We do 
not want to step into this area as we cannot compete at 

marginal cost where everything is determined by volume.” 

tion, you can go to a consultant, and 
there is also a huge trend of imple-
menting this via capital weighted 
indices (ETFs). 

“If you do so, you are invested like an 
average investor but not like an effi-
cient one”.

This is not a trend that OLZ is inter-
ested in following.

“If you buy the index the marginal cost 
is zero,” he adds. “We do not want to 
step into this area as we cannot 
compete at marginal cost where ev-
erything is determined by volume.”

GROWTH OUTLOOK
Adding volume is not without benefits, 
however, as Zgraggen acknowledges 

ceived combined inflows of CHF300 
million (US$321 million), he notes, 
adding that its next target is Switzer-
land’s private pensions market: “This 
is very big in Switzerland, where you 
can privately save almost CHF7,000 
a year and it is tax deductible. 

“At the moment most of this is in-
vested with banks fund solution but 
we aim to enter the market.”

On the product front, Swiss pension 
funds mostly invest separately  in 
domestic and international equities, 
so OLZ has developed a global equity 
ex-Switzerland portfolio.  

More generally, OLZ plans to add a 
European equity minimum variance 
portfolio to its range in August 2015.
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Bringing a buy-side attitude to 
HNW investors 
Many private banks continue to prioritise making transaction fees when offering 
investment advice. James Lee, head of Investment and Wealth Solutions at EFG 
International, explains how his organisation aims to prioritise the client’s needs instead. 

James Lee passionately believes HNW 
investors need to appreciate the differ-
ence between buy-side and sell-side 
strategies in asset management. 

“The sell-side approach is focused on 
products, whereas the buy-side is 
focused on solutions,” the head of EFG 
Investment and Wealth Solutions 
(EFGIWS) summarises. 

His company focuses heavily on the 
latter. This is one of the main reasons 
why EFG International consolidated the 
asset management and wealth solutions 
divisions of the business under Lee; to 
create a holistic, solutions-led platform. 

“When you adopt a buy-side approach 
you should consider different ways to 
meet the clients’ needs over the longer 
term, as opposed to merely copying 
sell-side organisations,” says Lee. “This 
takes a more patient approach, but it is 
hopefully more rewarding for the client, 
and builds trust.”  

The firm has had a buy-side focus ever 
since it was established in 2009. It was 
this philosophy that  also underpinned 
the asset management division being 
separated from EFG Bank at the time 
of its creation, with it becoming inde-
pendently-owned by EFG Interna-
tional, the group holding company. 

TRULY OPEN
The concept of open architecture has 
been misused by many private banks in 
recent years. However, Lee argues that 
it is an accurate description of EFG’s 
organisation, given that the private 
bank’s client relationship officers (CROs) 
are not incentivised to sell its asset 
management products ahead of others. 

“EFG CROs have no compulsion to buy 
our products,” says Lee. “The banker 
can just as easily propose a product 
from another bank. However, they have 
ready access to our portfolios and fund 
managers, and can discuss aspects of 
the portfolios with them.”  

JAMES LEE 
EFG Asset Management 

The approach means EFG’s private 
bankers can genuinely choose products 
they think best suit the client’s needs, 
even if they aren’t created by the EFG 
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group. Meanwhile the asset manage-
ment division has no choice but to be 
as efficient and as effective as possible, 
because otherwise its own CROs won’t 
use its products. It’s a model that puts 
the client’s interests to the fore, and 
discourage complacency. 

“Because EFG International is our share-
holder, our first priority is to make sure 
the asset management platform works 
very efficiently and well on the discre-
tionary and nondiscretionary basis for 
the EFG bankers,” says Lee. 

“Our next priority is to promote our 
fund management expertise to external 
independent asset managers,” he adds. 
“This is a new development, because 
we are finally past the incubation stage 
on several of our funds.” 

TRACK RECORD
The asset management division has 
been operating several actively-man-
aged, alpha-focused funds for three or 
more years now. In doing so, it has built 
a track record of performance that it 
can use to market the funds to both its 
own private bankers and external clients 
as well as to investors. 

Lee says the organisation has deliber-
ately structured itself so that it can 
support open architecture.

“We are making big efforts to split the 
asset management business away from 
only servicing the bank. EFG’s private 
banking businesses are our biggest 
customers, our preferred customers, 
but we have to compete with other fund 
providers for their demand.”

As part of this process, EFG has another 
fund platform called New Capital Funds, 
which is designed to sell its products 
to external private banks, EAMs and 

financial advisers. Lee says it is now in 
a position to do so because the organ-
isation has several funds which boast 
some compelling three-year track 
record performances.
 
“We have a range of funds that possess 
three years or more of good track 
records and have over US$100 million 
in assets,” he says. “So we are now hiring 
sales people and promoting these funds 
to external asset managers and small 
pension funds, and getting them to be 
added to bank platforms. It’s the next 
stage of our development.”

In Asia, the company is getting the funds 
registered for Hong Kong distribution, 

“Since 2009 we have developed a cen-
tralised list of approved funds, stocks 
and bonds and other financial instru-
ments, and it is my responsibility to 
ensure that the list is kept up to date,” 
says Lee. 

The list is for internal consumption, but 
its purpose is to ensure EFG’s private 
bankers only offer financial instruments 
that have already received appropriate 
due diligence from the asset manage-
ment division.  

This does not, however, absolve the 
CROs of all investment responsibility 
when it comes to offering product sug-
gestions to their clients.  

“EFG CROs have no compulsion at all to buy my products; 
we have to compete. The banker can just as easily give a 

portfolio to another bank to manage.”

and it will then aim to sell them from 
the territory and also potentially use 
passporting schemes to sell them 
beyond it. However, Lee says it remains 
early days. “Our Asia plans have a long 
time horizon,” he notes. 

APPROVALS PROCESS
While EFGIWS is keen to sell its prod-
ucts to more external investors, it will 
continue offering internal HNW clients 
products that best suit their needs. 

A key part of this process is its intensive 
research effort. In essence, the division 
maintains an exhaustive list of the se-
curities and products that EFG bankers 
are allowed to sell. 

“It is the responsibility of the banker to 
make sure he understands the cus-
tomer’s requirements and that the 
product advice he gives is underpinned 
by the products we have,” says Lee.

There is room for flexibility when it 
comes to the list. For example, region-
al chief executives and teams can 
request to sell funds or instruments not 
included on the list, but they still need 
to be researched and vetted by the asset 
management team. 

TAILORED SOLUTIONS
The asset management division is also 
focusing on an alpha-driven, boutique 
approach, in part to differentiate itself 
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away from the strategic approach of 
larger fund players. 

“The big fund houses often produce a 
product a week in order to sell to what-
ever the new fad is, and when the 
product cannot be sold any more it is 
taken off the shelf,” says Lee. “Whereas 
with asset management for the HNW 
business, you need to have products 
that can be single- or multi-asset, that 
possess the longevity to meet the cli-
ent’s needs and will grow over time.” 

Part of this flexibility has been a need 
to consider products that will meet 
tomorrow’s investor needs. Lee notes 

which essentially invests into ratings-
constrained sovereign and corporate 
borrowers that have healthy balance 
sheets and are highly likely to pay their 
outstanding debts. 

Lee recounts that one HNW client liked 
the concept but didn’t want to have any 
exposure to a particular country in-
cluded in the portfolio for personal 
reasons. So Lee’s team created a tailored 
portfolio that followed the initial goals, 
while excluding this country’s debt. 

“If you are really large company you 
might not do this, because the US$100 
million the client was interested in in-

“With asset management for the HNW business, you need 
to have products that can be single- or multi-asset, that 
possess the longevity to meet the client’s needs and will 

grow over time.” 

Offering a product toolkit

Demonstrating EFG’s commitment 
to a comprehensive integrated 
solutions platform, EFG Asset 
Management and its Wealth 
Solutions business were 
consolidated under chief executive 
officer James Lee in 2013, 
and insurance products were 
incorporated subsequently.  

“The objective is to provide a 
coordinated approach to clients’ 
key planning needs, including 
long-term wealth structuring, 
to facilitate properly considered 
succession and shorter-term 
lifestyle planning,” says Lee. 

He is committed to the concept of 
an integrated solutions offering, 
bringing together a range of 
products including trusts, funds 
and insurance as constituents of a 
wealth planning solutions toolbox. 

The desire of private banks to sell 
insurance products has been rising, 
particularly for selling universal 
health insurance policies. This has 
mostly been because the margins 
on these products are substantial. 

Lee says EFG will not emphasise 
certain products just because they 
pay more than others. 

“Insurance is just a tool that a 
wealth planner can use to solve a 
customer problem,” he says. 

“However, if you give him a 
target to sell a certain number of 
universal policies it is not going to 
be a tool to be considered, but a 
product that has to be sold.  

“So since insurance product 
distribution has come under me, 
it is going into the toolbox of 
products we can offer to meet the 
client’s needs, not ours.”

that the company created some pension 
products for the Asia market, to help 
fill a perceived gap in strong offerings. 

“We developed this product a few years 
ago to build a good track record, which 
we now have. This means we are now 
in a place to go to independent asset 
managers and show them years of good 
performance on a product that is large 
enough to meet the needs of the Asian 
ageing population market.”

Additionally, EFGIWS is willing to be 
flexible to meet the needs of particular 
HNW individuals. One example relates 
to the Wealthy Nations Bond Fund, a 
fixed income product that EFG created, 

vesting might not be enough,” he says. 
“But for us it is important.” 

Lee’s chief desire is for HNW clients to 
buy the solutions offered by EFG Invest-
ment and Wealth Solutions, the plat-
form that combines EFG Asset Manage-
ment and EFG Wealth Solutions, 
because they are well-researched, have 
a strong investment rationale, and meet 
their investment and wealth planning 
needs, not because private bankers are 
incentivised to meet sales targets. 

Given the way the world’s regulators 
are moving to clamp down on retro-
cession, it seems a wise strategy that 
should create more loyal clients. 
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How Switzerland aims to enhance 
reputation for product innovation
Although known primarily for its wealth management proposition, the country is 
increasingly looking to manufacture funds and other investment products. International 
fund managers are also looking at the country as a potential growth market. 

Switzerland is looking to establish itself 
as a centre of fund management, with 
domestic players seeking to beef up 
their product propositions. They will 
face competition from international 
fund managers who, despite increas-
ingly stringent regulatory requirements, 
consider Switzerland a relatively un-
tapped market.

“For the last 300 years Switzerland has 
been famous for wealth management, 
not asset management. It is starting 
now to try to establish an asset manage-
ment base,” notes Pius Zgraggen, found-
ing partner and chief executive of OLZ 
& Partners Asset & Liability Manage-
ment, which specialises in minimum 
variance investing.

“SFAMA (the Swiss Funds and Asset 
Management Association), which is a 
very large group of people representing 
the funds industry, recognise that the 
value proposition of Switzerland has 
changed completely,” he adds.

“Instead of just buying products the 
[Swiss asset management] industry can 
create them. Everything is here in Swit-
zerland except the tradition.”

For Laurent Perusset, managing director 
and global head of advisory at UBP, the 
country is well-placed to compete 
because it has for centuries been “an 
open door on the world”, with a tradition 

of accessing global investment oppor-
tunities. “This has always been true of 
the private banking industry, and is still 
what we have to offer international 
clients,” he adds. 

“We can book in South African rand, 
we can access futures, or we can go for 
renminbi and buy Chinese equities. This 
is usual for institutional businesses 

“You will survive if you are 
able to provide superior 
service, and performance, and 
have a strong commitment 
to the market as well as 
excellent quality product.”

PAOLO CORREDIG
T Rowe Price
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How Switzerland aims to enhance 
reputation for product innovation

around the world but is rarer in the 
wealth management space.”

HEIGHTENED COMPETITION
According to Paolo Corredig, head of 
intermediary business, Switzerland, at 
T Rowe Price, there is a split within the 
industry between fund specialists and 
those with fully-fledged product ranges.

securities AUM from 36% to 41%. There 
is also a trend towards investment in 
non-financial assets, including quasi-
investment-banking functions such as 
M&A and corporate finance. 

Club investing is another trend, with 
one Swiss wealth manager offering to 
match entrepreneurs from as far afield 
as Central America and Asia to establish 
relationships with one another in both 
commerce and investment. 

These are areas in which smaller, more 
nimble players are best placed to thrive. 

The bigger institutions, including private 
banks, are in many cases giving way to 
investment houses rather than trying 
to do everything in-house.

“Over the last two or three years banks 
that had understood themselves more 
as product sellers have been creating 
investment processes that feed infor-
mation into an advisory service,” ex-
plains Stefan Jaecklin at Oliver Wyman.

“This does not mean you create prod-
ucts yourself but you are in charge of 
asset allocation decisions.”
 
SWEEPING CHANGE
The asset management industry has not 
been immune to the regulatory change 
sweeping international financial ser-
vices, but the issue has most affected 
foreign fund houses wanting to sell into 
Switzerland. A new regime governing 
the distribution of non-Swiss funds to 
domestic investors was implemented 
in March this year.

This separated investors into three 
categories, one of which – non-regu-
lated qualified investors – includes 
family offices, family trusts and HNW 
individuals. Among other requirements, 

“We can book in South African 
rand, access futures, or go for RMB 

and buy Chinese equities. This is 
usual for institutional businesses 

around the world but is rarer in the 
wealth management space.”

LAURENT PERUSSET
UBP

commitment, having set up a physical 
office in Switzerland after 10 years of 
being involved in the market.

“The beauty of the Swiss market is that 
it is so diversified,” says Volker Bus-
chmann, managing director, Switzerland 
wholesale at M&G. “Demand touches 
a wider variety of investments com-

“The low interest rate environment has prompted a shift 
towards more alpha-generating investments.” 

“Over the last five or 10 years the 
number of providers in the market has 
increased dramatically. Both these sides 
are appealing,” he says. 

“At the end you will survive if you are 
able to provide superior service and 
performance, and have a strong com-
mitment to the market as well as excel-
lent quality product.”

M&G is one foreign fund management 
firm that has recently upgraded that 

pared to other countries, where things 
are more focused.”

The low interest rate environment has 
prompted a shift towards more alpha-
generating investments, according to 
the Deloitte report, Wealth Manage-
ment Centre Ranking 2015.

The report notes that in Switzerland 
from 2008 to 2014, the amount of 
money in deposits has fallen from 38% 
to 33%, compared to an increase in 
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asset managers must now have a Swiss-
licenced representative and use a do-
mestic bank as a paying agent in order 
to sell to this group. 

This might discourage foreign fund 
managers from targeting the Swiss 
market, according to Philipp Portmann, 
chief executive officer of investment 
portal fundinfo. 

“The recent changes to the laws [mean] 
funds wanting to distribute to retail 
clients have to get a FINMA license, 
along with needed a representative or 
paying agent,” he says.

“This has made their public profile 
higher, but in reality fewer funds are 
coming because they can’t just fly into 
Zurich and sell products to family 
offices,” says Portmann. 

Buschmann at M&G believes firms like 
M&G can compete on different criteria, 
particularly as the asset management 
market is undergoing consolidation.

“We have already seen this on the client 
side and in distribution,” he explains. “It 
is a question of how many companies 
operating in the market will be able to 

processes in place, which means you 
need about CHF1 million (USD1.1 
million) just to start a new business.”

GUIDED ARCHITECTURE
The industry has also not been immune 
to margin squeeze, notes Daniel Ghi-
rardi of EFG Asset Management. “We 
are all struggling to maintain margins,” 
he says. “If I am selling my own products 

fulfil the criteria on fee levels, and 
commission-free share classes. 
“In general here the operational 
demands are becoming very high, which 
means that size becomes a big advan-
tage for us.”

A concern about increased regulation 
among domestic players is that it might 
stifle innovation just as Switzerland is 

“Fee models in our industry 
are changing. That even more 

leads to a situation where 
the only things that count are 

performance, quality of service 
and access to information.”

MARTIN THOMMEN
UBS Global Asset Management

“Increased regulation might stifle innovation just 
as Switzerland is looking to add value as a product 

manufacturing centre.” 

looking to add value as a product 
manufacturing centre, according to 
Zgraggen. “Young people are not 
coming from universities to join a 
company as an assistant and [going on 
to start up] a new business like we did 
15 years ago,” he explains. 

“To be regulated you now need to have 
at least four to six people and all the 

within my own bank I am fighting on 
the same level as the competition. At 
the beginning of 2000 there began a 
trend towards open architecture, but 
now this trend has reversed.”

Andre Bantli, head of distribution for 
Switzerland at BlackRock, agrees, char-
acterising this as “guided” rather than 
“open” architecture. 

“But now there is a clear shift to ‘guided 
architecture’, with private banks looking 
for a particular type of product and 
wanting to work with a handful or a 
couple of handfuls of asset managers,” 
he says. 

“With the regulatory requirements you 
have to fulfil as a private bank – having 
to know precisely which products you 
can sell to which clients – you had better 
focus on a few asset managers and a 
few products that you are very familiar 
with,” adds Martin Thommen, president 
of SFAMA and head of UBS Global Asset 
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“In general here the 
operational demands are 

becoming high and size 
is a big advantage for an 

asset manager.”

VOLKER BUSCHMANN
M&G

Management’s in-house distribution in 
Switzerland and EMEA.

“The old, supermarket-type model will 
disappear, foremost in Europe,” he adds.

For fund managers, this will create an 
increasing need to have a standout of-
fering, and technology is one way in 
which this can be developed in both 
product design and distribution. 

“Electronic screening to identify words 
that are indicative of certain trends in 
investment is something that we believe 
is going to be enormously important,” 
says Bantl. 

“There could be someone out there 
developing [a technology] that will 
change the game completely for our 
business, and we spend at least a few 
months trying to figure out just what 
that might be and how we can position 
ourselves to be a part of it.”

FEE EVOLUTION
There is also a clear trend towards a 
fee-based model.  In plain vanilla mutual 
funds, this change means that many 
wealth managers seek out the cheapest 
share classes available.  

“Remuneration will fall away. Transac-
tion fees used to be an important com-
ponent of income for private banks and 
distributors but will maybe decrease 
over time,” notes Corredig. “Investors 
are increasingly aware of what is going 
on in the market and are better informed 

about the product offering. They know 
that they can buy cheaper solutions and 
this is going to force distributors to 
create new models.”

There is also uncertainty about whether 
Switzerland will ban on retrocessions, 
after a court in 2012 required one 
leading asset manager to return fees 
that had not been agreed with a client.

Formal rules on the issue have yet to 
be introduced, but it is clear this form 
of payment will be a much smaller part 
of the relationship between product 
manufacturers and sellers. 

“Fee models in our industry are chang-
ing. That even more leads to a situation 
where the only things that count [for a 
fund manager] are performance, quality 
of service and access to information,” 
concludes Thommen. 

“The recent changes to the 
laws mean funds wanting to 
distribute to retail clients have 
to get a FINMA license, along 
with needed a representative 
or paying agent.”

PHILIPP PORTMANN
Fundinfo

“The end of the supermarket model will create an 
increasing need to have a standout offering, and 

technology is one way in which this can be developed.” 
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The benefits of a boutique 
approach to Asia
The region has the potential to be a fertile market for Swiss private banks, but an 
institution should not rush in without having a specific strategy that plays to its 
individual strengths, believes Zeno Staub at Vontobel.

Foreign institutions, including Swiss 
private banks, can succeed in Asia, but 
those that were the first to the market 
did not necessarily have the right 
approach, according to Vontobel chief 
executive Zeno Staub. 

For Vontobel, Staub says, building up 
an international presence has been a  
priority over the last few years, and 
about 20% of its AUM is now managed 
on behalf of clients in the emerging 
markets, including Asia-Pacific. 

But it was not a first mover in Asia, 
having established a formal presence 
in the region in 2008 through its asset 
management division. In 2013, it estab-
lished Singapore-based Vontobel 
Financial Products (Asia Pacific), and 
Vontobel Wealth Management  
(Hong Kong).

However, Staub believes this relatively 
late entrance to the region has been a 
benefit, not a drawback, as it has 

allowed Vontobel to observe what other 
private banks have done in the region, 
and avoid some of the mistakes those 
institutions have made.

NOT RUSHING IN
“We did not rush into Asia or copy first 
movers,” he says. “We deliberately 
entered the region first with our product 
offerings, because we recognised that 
local investors ask for a very well-
defined value proposition, or niche 
offering, and this is where we believe 
we can add value.”

As of end-2014, Vontobel had AUM of 
USD7.3 billion in the region, and Staub 
believes Asia will eventually become 
the “biggest fee pool in the world”. The 
US currently holds this position, even 
though Asia’s pool of financial assets is 
already bigger.

“The fee pool is smaller only because in 
Asia a much bigger proportion [of assets] 
is managed in-house,” Staub explains. 

ZENO STAUB
Vontobel

“With further sophistication and devel-
opment of wealth the need for global 
diversification should increase. This will 
lead to more outsourcing.”
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Private banking businesses operating 
in Asia have typically taken one of two 
approaches to the market, he notes. 

The first is an investment banking-led 
model. This involves an institution 
helping Asian entrepreneurs build up 
their business wealth and then leverag-
ing this to gain mandates to manage 
their personal fortunes.

inherits this money will have a different 
approach to managing it, with more 
market diversification.

“We do not think that this will make up 
the bulk of the wealth pool, which will 
retain a home bias, but even if it is 5% 
it is a huge opportunity.” Having 
watched some other foreign institutions 
struggle to make a success of local 

“In wealth management, as in other industries, there are 
two main roads to success – either scale or differentiation. 

For us, the latter is the only option.”

proposition, with the structured  
products offering through its invest-
ment banking operations a close second. 
However, Staub stresses that Vontobel 
will maintain its three-pronged approach 
to the region.

“Just because we now have above 
average growth in one area is not a 
reason to ignore the other parts of the 
business,” he says.

On the asset management front, 
Vontobel’s tie up with New Zealand’s 
ANZ has helped the Swiss institution 
cement its presence in Asia-Pacific. It 
has a non-voting seat on ANZ Private 
Wealth’s investment committee, which 
it advises on asset allocation. Once the 
committee makes a decision, Vontobel 
is implements this through its interna-
tional equities proposition.

As for structured products, Staub says 
Vontobel is banking on the success of 
its ‘deritrade’ service. This is the first 
global multi-issuer platform that not 
only matches product manufacturers 
with distributors, but also offers the 
possibility of creating tailor-made prod-
ucts at competing prices. Issuers create 
structures and put these on the plat-
form. Distributors including private 
banks can then tailor the offerings 
according to criteria such as price, tenor 
and knock-out options, and buy directly 
on the platform.

Vontobel has signed up both local and 
international distributors to deritrade, 
most recently four institutions including 
Malaysia’s Maybank and Switzerland’s 
Union Bancaire Privée.

“Our platform for structured prod-
ucts is becoming paramount,” Staub 
concludes. “There is a need for fully-
tailored and automated distribution. 
Our straight-through processing rate 
is now more than 99%.” 

This approach is best suited to larger 
foreign institutions, as Staub says: “You 
need a global investment bank [to do 
this], as it requires a large balance sheet, 
risk appetite, and local expertise in each 
market where you have a presence.”

The second approach is reserved for 
domestic commercial banks, such as 
DBS and UOB, which are able to lever-
age their pure retail presences to enter 
the private banking space. “You start 
with credit and as your client becomes 
rich you can serve them with private 
banking services,” Staub explains.

As a boutique Swiss wealth and asset 
manager, Vontobel fits into neither of 
the above categories. However, Staub 
is confident there is a third route 
through which it can benefit hugely 
from Asia’s rapid economic growth.

“A third model [of doing business] is 
going to emerge in the next five to 10 
years, particularly in China, as you will 
see the generational handover of 
wealth,” he says. “The generation that 

private banking, Vontobel believes 
expanding its service in the region 
would have few benefits.

“In wealth management, as in other 
industries, there are two main  
roads to success – either scale or dif-
ferentiation. In our business, the latter 
is the only option,” Staub says. 

“We are confident that our boutique 
approach will generate long-term 
growth in Asia-Pacific, due to the 
region’s potential for wealth manage-
ment services. Our unique combination 
of Swiss quality and global investment 
capabilities resonates well with clients.”

SUCCESS ON THREE FRONTS
“Everything we do centres around pro-
tecting and building the wealth of our 
client. We think to deliver that we need 
to provide three things – forward-
looking advice, active management, and 
tailor-made solutions.”

In Asia, Vontobel has arguably had most 
success through its asset management 



FEATURE ARTICLE 

72       SWISS PRIVATE BANKING AND WEALTH MANAGEMENT 2015

Swiss wealth managers need size 
or agility to thrive in Asia
Wealth managers of Swiss companies operating in Asia need to be either ‘too-big-to-fail’ 
or nimble enough to thrive. Those caught in the middle might struggle to offer sufficient 
reasons for Asian investors to consider them.

Although Asia is an increasingly impor-
tant region for Swiss wealth managers, 
they need to be certain they can offer 
added value to HNW and UHNW indi-
viduals in the region. This is even more 
vital now as local financial centres such 
as Singapore and Hong Kong compete 
for a larger slice of the region’s wealth.

According to Deloitte’s Wealth Manage-
ment Centre Ranking 2015, the best 
opportunities for wealth managers and 
private banks to attract new client 
assets are to be found outside Europe, 
not least in Asian emerging economies. 
Many Swiss-based wealth managers 
have recognised this and are targeting 
these markets. 

Indeed, the amount AUM coming from 
the Asia-Pacific region has doubled 
since 2008, according to the report. 
However, it still represents just 2% of 
the total, and it remains to be seen 
whether the growth trend will continue 
given tax savings are no longer one of 

the benefits of using Switzerland as an 
offshore wealth management centre.

Furthermore, the report notes, local 
wealth management centres, such as 
Hong Kong and Singapore, which 
benefit from geographical proximity 
with potential clients and “seem to be 
more successful in competing to exploit 
the market potential” in Asia.

Given this, it seems the best way for 
Swiss wealth managers to gain access 
to Asia’s lucrative and growing pool of 
wealth assets is for them to establish 
an on-the-ground presence.

TOO BIG TO FAIL
The biggest firms have, perhaps not 
surprisingly, had the greatest successes 
so far.

“Switzerland remains 
important as a hub for wealth 
management, but whether 
it remains important as 
a physical location for IT 
and operations is another 
question.”

CHRISTINE CIRIANI
CAPCO
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In a recent article in The Business Times, 
Juerg Zeltner, president of UBS Wealth 
Management, noted that Asia now rep-
resents one third of its business. Its 
commitment to the region was recent-
ly cemented with the creation of an 
innovation centre in Signapore.

Its major rival, Credit Suisse, is also 
taking a keen interest in Asia. Former 
Prudential boss Tidjane Thiam, who 
became its chief executive in June this 
year, has an insurance background and 

succeed [with him] will more people will 
follow. We want this Asian expertise.” 

IMMEDIATE ACCESS
Institutions have to be careful to ensure 
they are truly adding value to the region, 
believes Adrian Kunzi, chief executive 
officer of Notenstein Private Bank.

This means giving clients access to 
booking facilities on their doorstep. 
“Clients want a booking centre near 
where they live. If you are based in Swit-
zerland and have clients in Asia it is 
difficult to interact with them,” he says.  
“A booking centre in Singapore could 
offer the same level of service as us, so 
why would an Asian client come to a 
Swiss bank? There is no value added.”

Christine Ciriani, head of Singapore and 
Switzerland for business and technol-
ogy consultancy Capco, suggests this 
ties in with Switzerland’s role as a 
wealth management, rather than an 
administrative centre. “Switzerland 
remains important as a hub for wealth 

report, the deal will boost UBP’s Asia-
based business from just 10% of the 
firm’s total AUM to about one-quarter. 

Other Swiss institutions are realising 
the need to tap Asian markets, but ac-
knowledge they do not have the exper-
tise in house, so need to tie-up with 
partners in the region. 

“If you don’t understand [Asia] as a 
Swiss institution you will find it difficult,” 
notes one partner at a Swiss external 

“Not every Swiss institution can be a UBS or a Credit 
Suisse, but many smaller firms believe Asia still presents a 

substantial opportunity.”

is renowned for having strengthened 
Prudential’s business in Asia. The sig-
nificance of the latter is obvious, but 
the importance of the former should 
not be underestimated, as insurance is 
one of the main conduits of wealth 
management sales in several Asian 
emerging markets, including new fron-
tiers such as the Philippines.

NIMBLE ENOUGH TO THRIVE
Of course, not every Swiss institution 
can be a UBS or a Credit Suisse, but 
many smaller firms still view Asia as a 
substantial opportunity.  The most 
notable recent deal was the purchase 
of Coutts’ wealth management business 
by Union Bancaire Privee (UBP).

The desire to access Asia’s growing 
number of HNW and UHNW individu-
als and families has been widely seen 
as one of the main reasons for the ac-
quisition. Indeed, according to a Reuters 

asset manager. “We are on-boarding a 
person in Singapore which we believe 
will be a breakthrough for us. If we can 

ESTIMATION OF INTERNATIONAL CLIENT ASSETS ORIGINATION IN 
SWITZERLAND

Source: Deloitte Wealth Management Database
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management, but whether it remains 
important as a physical location for IT 
and operations is another question,” she 
says. “For those banks with a large Asian 
presence, we see a lot of migration now 
to Singapore.”

Indeed, notes Andreas Toggwyler, a 
partner and head of IT advisory for 
Switzerland at EY, technology is one 
area in which Swiss banks are benefiting 
from Asian exposure. “Most of the 
banks we work with have digital private 
bank programmes that began in Asia,” 
he says.  

“The adoption of digital technologies is 
much higher in a place like Hong-Kong 
or Singapore than in Switzerland or in 
Luxembourg. Partly this is down to de-
mographics and culture, but also 
because the Asian arms of the Euro-
pean banks are typically smaller and 
more dynamic, so they have greater 
freedom to act and don’t have big legacy 
systems to work with.” 

CLEAR BENEFITS, UNCERTAIN COST
It is a no-brainer that a Swiss wealth 
management institution will want to 
have at least some presence in Asia, 
given the region is the epicentre of new 
wealth generation.

“You need to have a story to tell to your 
employees, shareholders and the 
market, which is why you would be in 
Asia,” says Bruno Patusi, head of wealth 
& asset management at consultants EY.

“You struggle to talk about a growth 
story if you are not in Asia or the emerg-
ing markets. Proximity to China can 
make Asia an attractive region to be in.”

However, he notes that the costs of 
being in the region can potentially out-
weigh the benefits, so institutions needs 
to be careful.

“The cost that comes attached [to 
having an operation in Asia] is probably 
disproportionate to the result but you 
need to be there. 

“Many of the business cases are not 
sustainable and there is cross-subsidis-
ing by business in Europe.” 

pass both categories, whereas the large 
foreign lenders are basically only off-
shore/international banks,” he says.

Although he acknowledges that having 
a wealth management business is an 
appealing prospect, he believes it will 
only be viable for a few firms, most 
notably large institutions that are able 

“Most of the banks we work 
with have digital private bank 
programmes that began in Asia.”

ANDREAS TOGGWYLER
EY

“Having a wealth management business in Asia will only 
be viable for a few firms, notably large institutions that are 

able to combine regional and local capacity.”

According to Ray Soudah, founder and 
managing partner of mergers and ac-
quisitions firm MilleniumAssociates, the 
particular market characteristics of the 
region have to be taken into account. 

“The Asian wealth management market 
can be split between international 
(booking centres like Singapore and 
Hong Kong) and domestic. A DBS, Bank 
of Singapore or an OCBC can encom-

to combine regional and local capacity. 
Just as in Switzerland, consolidation will 
be the fate of those firms unable to 
offer a distinct value proposition in Asia. 

“Beyond these institutions, and very 
limited number of foreign banks that 
have already grown big, the rest are 
only making a little bit of money. They 
have been or will be sold sooner or 
later,” Soudah adds. 
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HUBBIS PROJECTS 2016
JANUARY

Forum
Compliance in Asian Wealth Management Forum 
Thursday 21st January, Pan Pacific, Singapore

Publication
Asset Management Yearbook

FEBRUARY

Forum
Middle East Wealth Management Forum 
Tuesday 16th February, Ritz Carlton, Dubai

Forum
Asian Wealth Management Forum 
Tuesday 23rd February, Conrad, Hong Kong

MARCH

Forum
Independent Wealth Management Forum 
Thursday 10th March, Pan Pacific, Singapore

High-Impact Briefing 
Commodities
Tuesday 15th March, Hong Kong

Publication
Independent Wealth Management in Asia

Publication
Wealth Management in the Middle East

APRIL

Forum
Indian Family Wealth Forum 
Wednesday 6th April, Sofitel BKC, Mumbai

High-Impact Briefing 
Income strategies
Thursday 14th April, Singapore

High-Impact Briefing
Real assets
Tuesday 26th April, Hong Kong

Publication
Family Wealth in Asia

Publication
Digital Wealth - Asia

MAY

High-Impact Briefing 
Commodities
Tuesday 10th May, Singapore

Forum
Asian Wealth Management Forum 
Thursday 12th May, Pan Pacific, Singapore

Forum
Thailand Wealth Management Forum 
Thursday 19th May, Conrad Hotel, Bangkok

Forum
Philippines Wealth Management Forum 
Thursday 26th May, Shangri-La Hotel, Manila

Publication
Indian Family Wealth

JUNE

Forum
Structured Products Forum
Thursday 2nd June, Pan Pacific, Singapore

High-Impact Briefing
DPM
Tuesday 14th June, Singapore

Forum
Digital Wealth - Asia 
Thursday 16th June, Pan Pacific, Singapore

Publication
Swiss Private Banking & Wealth Management

Publication
Wealth Management in the Philippines 

JULY

Forum
Malaysian Wealth Management Forum
Tuesday 12th July, Le Meridien, Kuala Lumpur

Publication
Wealth Management in Asia

Publication
Wealth Management in Malaysia

Publication
Islamic Wealth Management  
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AUGUST

Forum
Structured Products Forum
Thursday 1st September, Conrad Hotel, Hong Kong

High-Impact Briefing
Income strategies
Tuesday 6th September, Hong Kong

Forum
Vietnam Wealth Management Forum 
Thursday 8th September, Melia Hotel, Hanoi

Forum
Wealth THINK
Tuesday 20th  September, Pan Pacific, Singapore

OCTOBER

High-Impact Brie fing 
Alternative investments 
Thursday 13 th October, Singapore

Forum
Indonesian Wealth Management Forum 

Thursday 20th  October, Shangri-La Hotel, Jakarta

Forum
SWISS-ASIA Wealth Exchange
Tuesday 25th October, ConventionPoint, Zurich

High-Impact Brie fing
DPM
Wednesday 26th October, Hong Kong

Publication
Special Report on Insurance in  Asia

Publication
Wealth Management in India

NOVEMBER

High-Impact Briefing
Real assets
Thursday 1st December, Singapore

High-Impact Briefing
Independent wealth management update
Tuesday 6th December, Hong Kong

High-Impact Briefing
Independent wealth management update 
Thursday 8th December, Singapore

Publication
Wealth Management in China

Forum
Asian Family Wealth Forum
Thursday 3rd November, Pan Pacific, Singapore

Forum
Digital Wealth - Asia 
Thursday 10th November, Four Seasons Hotel, Hong Kong

Forum
Taiwan Wealth Management Forum 
Tuesday 22nd November, Le Meridien, Taipei

Forum
China Wealth Management Forum
Thursday 24th November, Grand Hyatt, Shanghai

Publication
SWISS-ASIA Wealth Exchange

Publication 
Wealth Planning

DECEMBER

Forum
Indian Wealth Management Forum 
Thursday 25th  August, Sofitel BKC, Mumbai

SEPTEMBER
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