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Private Banking:

Value for Money?

If you subscribe 1o a private banking service;, what do
viour et lor your money? The answer can be 4s vanous as the
question; private banking can be dispensed by inernational
gtants or by small but sophisticated units - vour money: your
choice. There are advantages both wavs; a large
multinational bank can offer service units in many
jurisdictions, it can offer plusher premises at home, and it
can offer dedicared counselling

Aye, but there's the rub. However dedicated that
couns¢lling may be, it cannid be wholly so. You can’t take
the muliinational out of the national. The choice comes
down o dealing with an individual or dealing with various
incividuals, At the end of the day, most people who can
alford it prefer a cosy and very personal relationship with
the same people all the time, and they prefer thar those
people know all abou their business, This formuli is bard o
finncd in s g bank, so small s once more Deatiful

Whit services can one expect 10 be offered? Firstly and
most importantly, one will be offered an expent financial
counsellor. This is where the trost comes in. This indivicdual
tor eam b will be responsible for maximising several things:;
gains on vour investment ponfolio, the best possible deal in
terms of estate planning and trust fund initiation. . .and your
own comtort and sense of secunty. The adviser will also be
responsible for minimising your tax labilites, making sure
that probate situations are moved in vour Bivour, ensuring
that all financial arrangements are worked out for

housekeeping, travel, schools and so on
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The Privilege

t may seem silly to say that not everyone can have a private banker. Obviously,
such things cost money, and not everyone can afford the cost. More to the paint,
as in all services that are founded in pnvilege, if everyone had access to private
banking services, then the lack of exclusivity would vitiate the desirability of the
services anyway. In this way exclusivity and the privilege of wealth reinforce each
other, as they have done from time immemorial

In short, a prvate banking armngement can make yvour
life easier in general, and help vour financial affairs 1o
prosper in particular. The general rationale behind the
theory is that you would not perform your own surgeny
you'd be mad o do s0; no training = so likewise with
specialised stuff like banking, where one mistake can undo

much goodd

Switzerland’s Money-Mountain

One kind of privileged banking service is that which is
offered b a private bank such as the Banca Dl Gotardo
This is o Swiss bank, based in the Ialian-speaking parnt of
switzerland, that has had - via its Tong Kong representative

office - a substmial presence in Asia Pacific for more than
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The bank’s main raiscn o éore in Hong Kong is o provide
wealth manmagement services - principally in the Eurozone
and the Us - 1 local people. In doing so the bank becomes a
saphisticated device For choosing investment opportunities in
aother jursdictions, the effect being (o mitieate against any
spiking in purely regional nsk - such as we saw here in 1997
- by taking the investments onto e globual plain, and averaging
the risk against the rest of the worldl,

Wit could such a comparmtively small organisation offer
its clients in a world dominated by the big hoys? Hong
Kong=hused Thomas Graf, chief representative of the bank
here, explained more, “Privite banking is very much a
people thing, and it will always remain so. This means that
relstionships come Pefore anything else. A high degree of
personalisation is a prevequisite for a private bank.” Actually,
Mr Gral is a very smooth operator, and what he's really
saving here is that his bank is a very exclusive privite club

Uncderstanding that, why should a cliem choose the
Banca Del Gottardo as his or her special financial
companion when many other banks. brokers and other

advisers and intermediries all want a slice of this business?

One answer is that the bank is small enough that it can move
pro-actively and Fast, “Flexibility is very importam,”
continued Mr Gral, “We are able 1o take a client's
investments into any area e cires o choose. We can then
follow through with muliple and sophisticated investment
packages that would perhaps simin the ablities of a private
or non-specinlised office

There is more; managenal avtonomy and control are
hoth truncated in favour of rapid response, Mre Graf again, “1f
I get on the phone o my boss in bead office, and 1 get an
.'IlI“'H MISALIONn rH.H'!l 1!1!“ [[¥] |"IH H.'i,‘l..,'[i im {L‘:I,Ii[l dlr\'LTI{H!.
then 1 have full auonomy from that point on. That's because
my hoss s already a member of the Bank's executive Doard,
A situation vou wouldn't have in oo langer, more hieranchical
OnEAnIsaton

What criteria define whether a clienn s acceptable? In
other words: how rich? Despite direct gquestions, that
information somehow never became available, and one
might suspect that it never would, but then again Mr Graf
chowes admit that his organisation is quite ‘clubby’, “Most of
our clients come Iy word-of-mouth recommendations from
existing chients. That means two things 0 me: one; it's an
extremely cost-effective way of merchandising our sevices,
and twe if g client recommends us 1o another, then
olwiously he likes what we have o offer, and what we've

done for him,”
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However, the Botom line 1o this type of relationship is
that trust is what muatters, and although the bank can offer an
unusually wide array of services such ax planning, trusts,
whole estae plinning and =0 on, in the end = as Mr Graf is

aware — it's the clients’ imational human feelings about their

prvate banker thar reallv count

A Bank Fit for Princes

OF course, the Gotthard bank has its peers, and one such
is the well-known LGT Bank in Liechtenstein. Founded in
1921, and largely owned by the princely first family of
Licchtenstein, the bank opened its Hong Kong office in
19806, providing a highly personalised investment and
Banking service w individuals. LGT has a strong teacdition of
a discreet, disciplined and consistent approach 1o private
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“There is no investment bank behind us

recommendations we have to follow, or whose products we
have 1w sell. Independent analysts over time have been
shown 1o deliver better results, and that's something we
subscribe 1o, savs Rolf Widmer, the bank's semor
representative in the Asia-Pacific region

The cumen management team ook over five years ago
and has demonstrated its skill and tenacity by increasing the
Asian assets under its management by more than 230 per
cent and growing the client base by over 200 per cent during
that time. Despite difficult market conditions in 2000 the
bank continued o grow, adding an estimated 10 per cent 1o
hoah assets ander management and wial number of clients

The bank also responded to the valatile nature of the
markets in 2000 by adopting a new investment approach

focusing on downside protection products, principally by
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the use of an innoviative risk management ool called
shortfall risk’, derived from modern portfolio theory

These wechnigues obwiously work because the strength
af the bank has also been recognised by the rating agencies
in May 2000, Moody's Investor Service came up with an Aa3
rating for LGT and Sandard & Poors mted it AA- in 1904
LGT, as Rolf Widmer proudly announces, is the only
independent prvite bank with a rating from both agencies

Ihe Hong Kong office has developed a strong franchise
among high-net-worh individuals. By focusing solely on
prvate chients LGT is distinet in that it avoids any potential
conflict of interest with possible affilites and so s able o
provide independent advice. In other words, 1the bank
wiomld mther deal with pecple than comporates

Through its subsidiary, LGT Invesiment Management

CAsia), the bank provides discretionary portfalio
management services and adtive nunagement advice. The
bsest managers are sought in each asset class providing LGT's
clients with o lugh standiard of fund management. 5o the
hank actually remains responsible for the actual steateey of
asset allocaton - but delegates by allocating funds 1o the
Prest investment managers worldwide

LGT's investment philosophy is one of very strong
diversification across all asset classes, Taking bonds as one
example, a traditional bond portfolio may invest in
invesiment grade bonds, spread across vanous matunies
focusing on interest rate sk, Rolf Widmer sees things
cifferently, “We look at bonds in a very different context
There are numerous types of bonds, such as morgage
hacked securities, collateralised bond obligations
government bonds, emerging markets bonds, distressed
bonds, junk bonds and so on. These are all bonds, bt they
all behave very differently,” says Widmer. “so instead of a
portfolio of double or triple A bonds, we also allocat
money 1o navbe a distressed asset fund manager or
someone who manages US mongage-backed securities. The
resull is a broadly diversified portfolio with linle comelation
This, of course, is another way of mingatng risk away from
NII!;!.:]L' ST S

Hi.'w|1lrnl.|1r13: to the recent huge wave of interest in
alternative asset classes by high-net-wonh individuals, LGT
recently offered its Asian clients the strength of its Furopean
apermion in the areas of hedge funds and private equity. In
the first three guaners of 2000, the share price of LGT's
Castle Alternative Invest AG increased by 27.8 percent. lis
Castle Private Equity AG performed even better with an

InErease in stare price of 678 percent.

MG TATLER

These are the sors of reasons why the likes of Mr
Widmer and Mr Graf will always have a powerful appeal w
high-net-wonh individuals; they can perform well, they can
turn on @ dime, and they can ke the weight off vour ack
Mot the ovierall responsibility ancd benefits of wealth, but the
mggling dav-o-day time-consuming problems associated

with its IV CTTICNE

When Bigger can be Better

There is something to be said for banking with one of the
hl:..'; Ioys as well El::"!. i have plt'rll‘. of resources, olten
very specilised, and a high-net-wonh individoal going for
this type of private banking option would very kely be from
the company officer or entreprencurial classes, and ven
mech at home with sophisticated financial technigues

M. Daniel Truchi, head of private banking at 5G Privane
H-.ll.‘kln;_: {Asia Pacific). described how 5G - a :'_|_|::|_||l.
expanding global bank with a strong regional presence and
a Singapore base - sees the privae banking universe. “First
of all we really need to establish what exactly private
hanking is,” he said, “and the answer is that everyone has

their own definition. Every relatonship is bespoke or tailor

nrcle: no mass approach is possible. What we do in essence
is o provide one stop banking for high net worth individuals
who probably want to have access 1o global products. We do
this in a personalised and individually milored manner.

How is it a challenge for a bank to provide these
services? M. Truchi again, “Firstly, there is a need o provide
dedicated services for individual requirements. Such a
service may be simple, or it may be quite mcky o cresite, ban
what is imponant s that the customer = through the single
Can access the

window of his customer relitic '-r'|'\||||‘|n oftieer

tinancial technology

expertise and research thar we can




offer. And this expentise doesn't come out of nowhere: itf's
the result of massive investment and the painstiking
collection of the best skill sers. Through the application of
this expertise an individual ¢lient canoaccess all markers and
all instroments.”

This is where 5G = pant of the France-based world-
spanning SociEé Géndrile banking operation - scores over
its smaller cousing, boecause SG sl is recognised as one of
the 1o tem equity houses in Asia, offering in-depth coverage
of key sectors and markers, and a complete range of
innowvative and integrited services ranging from  equily
addvisory o sales, distribution, and trding through a network
of local stock exchange memberships

Further, 5C s also one of the Birgest ssoers of dermaitives
products in Hong Kong and @ world leader in equity
derivatives. “We can offer third generation derivative
procucts,” sad Truchi, “and this is something that we have
changed and improved over time; these are superh
imstrumients that can give perfformance as well as capital
prrocuction.”

[he company also alfers the in-house SG Trost (Asicd
Ladd, @ Jieensed Singapore public rust company, it is wholly-
owned by the SG Group and has wide banking and trust
experience as well as strengths in the fields of law, and
corporate and investment banking, These are the ypes of
areis where Lirger operitors such as SG banking are able 1o
offer more services (and more sophisticated ones, ot thar)

froam within their own resounoes,

Keeping the options open

There is a further option, and it's one that is appealing 1o
increasing numbers of inernationally. mobile Hong Kong
pridessionals, and that is going offshore, Yvonne Deane is
the newly-appointed general manager, Asia, of Abbey
Mational Treasury Interpational Lid, the Hong Kong
representative office for Abbey National Offshore, o Jersey-
basedd offshore Bank

Deane is currently re-packaging financial products which
were initially wilored 0 the requirements of expat workers,
but which have found a surprising resonance with some
Hong Kong professionals who are prancipally seeking a
Nexible imernational banking service

Deane explains, “We can offer o client several things.
Firstly, an efficiemt imternational banking service with
Nexible suite of account options. This is headguanered in
bersey, where the final disposition of any tax lability & e

respomsibility of the account-lolder. As well as these services
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wie can albso offer complete peace of mind because all of our

olffshore assets are guaranteed by Abbey National ple. an
AA-ratecd British Bank that has been around for more than
150 vears. Finally, comes @ very imporiant and
\lf.HHh[IUr“ ard Pennl: our imtercst riles e anong the best
in the: business.

Deane's slightly wry delivery neatly underlines Abbwey
National’s value-for-money strategy. A lot of people — many
of who move around a ke = don’t really need anvihing too
fancy in the way of banking, Muli-currency multi-channel
access i impornant 1o these independent and active people
andl 500 is the final chotee of disposition of their assets. What
they do want for sach o comparatively straightforward
service however, §s the best possible price

On this score, Abbey national does well: Interest on
GREPLOO, 000 deposited with the popular card-bearing
‘Offshore Gold” account - which also offers checking
accounts in up o three main cummencies, the Euro, the 1iss
and Sterling - has been mounting at an annualised AER
Cannual equivalent meed of 4.32 per cent. GBP 1 million
placed on deposit with the similady-populir ‘Offshore 180
15 day notoe account vields an annualised AER of 520 per
cem

Abbey Mational Offshore has an imermational network of
representative offices in the Isle of Man, Gibrilur, Pulbai,
Portugal and Hong Rong, and alsa specialises in raising
morgages in the UK and Theria. Here oo, Yvonne Deane
maintains imterest rates are maore than competitive with
Abbevaarranged Sterding and Euro mongages available an

very fvourable mtes
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