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As the dynamics of the market and competitive environment for the financial services sector increase in their

complexity, being able to plot the right course for continued success becomes harder. Being able to identify and

adapt to the new challenges is a key success factor for the leaders of tomorrow. As such, PricewaterhouseCoopers

is launching a global pan-FS programme of e-briefings, aimed at addressing the key strategic issues facing our

industry, with the emphasis on drawing conclusions about best practice and future trends.

Working with the Economist Intelligence Unit, we have developed this programme to address four specific issues

over the next 12 months. The inaugural e-briefing looks at Wealth Management.

I hope that you will find this e-briefing thought-provoking and insightful. The complete e-briefing is available from

our global Financial Services web site, www.pwcglobal.com/financialservices If you would like to discuss any of the

issues raised in more detail, my colleagues and I, whose details are listed at the back of the e-briefing, would be

happy to hear from you.

I look forward to receiving your feedback.

Jeremy Scott

Chairman, Global Financial Services Group

Contents
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The main authors of the report were Michael

Kapoor and Ana Nicholls in London. Additional

material was contributed by Jason Bush in

Moscow, Oliver Jones in Hong Kong and 

Piya Singh in Mumbai.

PricewaterhouseCoopers are acknowledged

experts within the field of wealth management

and have been researching both the European

and North American markets for years. 

The fifth edition of the European Private

Banking/Wealth Management Survey was

published in May 2001, and the inaugural

North American survey was launched in 2000.

Both reports provide insights into the latest

industry trends, as well as valuable

benchmarking data. This paper tests the key

findings from these surveys against the views

of consumers and providers of wealth

management services globally.

The research effort for this report covered

three continents – Asia, North America and

Europe – and three key initiatives:

• A series of in-depth interviews were held

with leading figures in the wealth

management industry in September and

October 2001. Executives at over forty

different institutions worldwide were

interviewed. Their number included private

banks, family offices, insurers, investment

banks, brokerages and research bodies.

• The Economist Intelligence Unit and

PricewaterhouseCoopers conducted a

special online survey to test the attitudes of

the mass-affluent to wealth management.

125 international executives participated in

the survey, which was conducted in

September-October 2001.

• A special wealth management industry

panel helped the authors to test and refine

their final conclusions. 

Our deepest thanks go to all the members of

the panel, as well as the interviewees and

survey respondents, for sharing their insights

on the industry.

Contents Wealth management at a crossroads: Serving today’s consumer was written by the Economist Intelligence Unit on
behalf of PricewaterhouseCoopers.
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In this e-briefing, written by the Economist

Intelligence Unit on behalf of

PricewaterhouseCoopers, we look at the

pressures facing the providers of wealth

management services in Europe, Asia and

North America. The challenges are manifold.

Providers are serving a client base which

demands the new – new technologies, new

products, new relationship models – but

insists on the old – the traditional private

banking strengths of personal service and

advice. What’s more, they are doing so at a

time of economic uncertainty, when margins

are being squeezed, and in a landscape of

competitive pressure, when differentiation and

aggressive cost management is more crucial

to success than ever.

Given this testing environment, the report

identifies five main questions for wealth

managers to ponder. How an institution

answers these questions will define its level of

success – or failure – in the future:

• Do you really know your clients?

Increasingly sophisticated segmentation is

required to enable wealth managers to meet

the needs of their chosen client base. To

take one example, the popular distinction

between new money and old money has

been overblown. Although new money may

be more sophisticated than old money in

terms of the products it prefers, the new/old

split is of secondary importance to

investment preferences and levels of wealth

in differentiating customers. According to

industry watchers and a new online survey

specially commissioned for this report, the

wealthiest consumers, new and old, place

less emphasis on investment growth than

the merely well off. And both new and old

money are unrelenting in their demand for

value-added service.

• Do you understand local markets? For

providers servicing an international client

base, localisation is crucial. The regulatory

and economic context is more important in

shaping the product and service mix than

cultural differences between markets. And

to the extent that regulatory stringency

stemming from the September 11th terrorist

attacks will accelerate the movement of

money onshore, knowledge of local tax

Contents Wealth management is a complex industry that relies on a simple proposition: richer clients pay more to receive a
differentiated service. The complexity lies in determining which clients will pay how much for which services.

A joint project with the Economist Intelligence Unit



Wealth management at a crossroads:
Serving today’s consumer

1 Executive summary continued

6

1 Executive summary

2 Introduction

3 Do you really know
your clients?

4 Do you understand
local markets?

5 Are you sure your
staff are qualified to
meet client needs?

6 Are you using
technology to become
more efficient?

7 Have you found a
focus and
differentiated
yourself?

8 Conclusion: winners
and losers

9 Survey questionnaire

10 Contacts

regimes will become more vital. As a result,

the global banks’ advantages of size and

scope mean nothing if they do not tailor

their offering to the local markets.

• Are you sure your staff are qualified to

meet client needs? The quality of the client

relationship remains fundamental to the

private banking value proposition, and

institutions should step up their efforts to

train and retain staff. As clients become

both more demanding and less loyal,

delivering excellent service requires more

than one person. Evidence from our survey

and interviews with industry players suggest

that clients are keen to have relationships

with several product specialists as needs

dictate. Catering to that preference is also a

smart way of managing the risk associated

with the departure of key personnel.

• Are you using technology to become more

efficient? Wealth managers have spent

heavily on information technology, and will

continue to do so, but expenditure is

increasingly focused on achieving cost

reduction as well as on meeting client

expectations. Fortunately, the two are

compatible. Particularly for institutions

targeting the mass-affluent, technology 

can help deliver personalised service 

cost-effectively. State of the art client 

relationship management tools and financial

planning software are ever more critical to

success – especially at a time of 

stock market volatility, when clients are

looking to their wealth managers to provide

active asset management and advice.

• Have you found a focus and differentiated

yourself? High net worth clients want it all:

innovative products, local knowledge,

personal service and keen pricing.

Realistically, only two groups of players

have a chance of meeting these demands

while keeping costs under control. Global

providers of wealth management services

can leverage their client networks, and their

financial expertise and clout, to produce

complex products and technology which

are delivered locally. But they will have to

overcome reservations about the

impartiality of their advice. Meanwhile, niche

players with a long-standing tradition of

management can offer deeply individualised

service levels, although they too will have to

make increasing use of open architecture to

meet clients’ product demands profitably.

As the industry evolves towards these two

poles, dramatic consolidation will occur,

with mid-tier institutions being the ones 

to suffer.

Contents
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The views of the mass-affluent 

As part of the research effort for this report,

the Economist Intelligence Unit conducted a

special online survey on behalf of

PricewaterhouseCoopers into mass-affluent

attitudes towards wealth management. The

survey gathered responses from 125 people

around the world. 45% of respondents had

investible assets below US$100,000, 38%

had assets of between US$100,000 and

US$500,000 and the remaining 17% had

assets of more than US$500,000. The majority

of respondents had made their own money.

A full list of questions can be found in 

section 9 of this e-briefing, but the following

five findings deserve special consideration for

wealth management providers seeking to

understand the gap between the mass-

affluent and high net worth markets:

• Customer loyalty to financial institutions is

under great pressure. Although only 22%

of respondents described themselves as

dissatisfied with their primary financial

provider, 43% were considering changing

provider. Institutions no longer have to do

anything wrong to see customers switch

their business, a finding that begs

questions of how good providers really are

at developing deep client relationships.

“The European institutions like to think

they are client-centric,” says Bruce

Weatherill, global audit and advisory

private banking partner at

PricewaterhouseCoopers, “but many of

them are not.”

• Even in a crowded marketplace, there is

room for new entrants. Respondents were

asked to select the disincentives which

prevented them from changing their

financial provider. Established

relationships, costs and time investment

were all identified by close to half of the

respondents as deterrents to change. 

But the really significant result was the fact

that 31% of the survey respondents chose

the answer “lack of alternatives”. 

The implication that one third of the

customer base would change provider 

if a suitable candidate arose is arresting,

and one which suggests there is still

considerable room for differentiation in the

mass-affluent market.

• Mass-affluent customers want to speak

with specialists. Respondents were keen to

have access to a number of product

specialists as part of the service being

provided by wealth management

institutions, casting fresh light on the role

of the client relationship officer. Only 17% 
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The views of the mass-affluent continued

of respondents currently have a central

relationship with one person at the bank who

puts them in direct touch with product

specialists, but 41% would like that type of

contact with their financial institution.

Whether providers could afford the

economics of this type of client relationship

with a mass customer base is a moot point,

but the old generalist model appears to 

be dead.

• The mass-affluent have an aggressive

approach to investment. 60% of the survey

respondents identified significant growth in

their net worth as their investment

objective; more respondents picked

performance as an extremely important

determinant of their choice of financial

provider than any other; and despite recent

turbulence in stock markets, respondents

expected to allocate more of their money

to equities within three years than they do

currently. By contrast, the view of leading

industry players is that high net worth

individuals tend to have more modest

investment objectives, and indeed it was

noticeable that the wealthiest survey

respondents (those with US$500,000 and

more in investible assets) were far more

likely to choose a balance of income and

growth, or the preservation of capital, as

their aims.

• Optimising the use of technology is about

more than just the Internet. Given that only

people who use the Internet were able to

fill out the survey, respondents were

surprisingly slow to pick out an online

service as crucial to their choice of wealth

management provider. “People thought the

Internet was the Holy Grail for serving this

market but there’s more to it than that,”

says Rob Gould, global head of private

banking consulting at

PricewaterhouseCoopers. Institutions need

to devote more attention to what it is that

clients actually want from technology. After

all, the factors that respondents did

identify as essential – performance,

security and confidentiality and quality of

relationship, rated as extremely important

or important by 87%, 85% and 80% of

respondents respectively – all require

technology to be delivered cost-effectively

to a client base which also ranked pricing

(79% of respondents) as a key concern.
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The views of the mass-affluent continued

As competition in the mass-affluent

marketplace increases – Zurich Financial

Services, HSBC and Merrill Lynch, Deutsche

Bank, Credit Suisse, Fidelity Investments

and Lloyds TSB are just some of the players

pushing hard in this market – and as the

economic climate worsens, the pressures

outlined above are likely to increase.

Customer loyalty will be stretched thinner by

the arrival of new players, growth will be

harder to deliver in a tougher financial

environment and client demands will

become more and more exhaustive. All this

while institutions sharpen their focus on cost

reduction. One thing is for sure: the mass-

affluent are not low-hanging fruit just waiting

to be picked.
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Today, the industry is indeed changing, but in

line with a model that traditional private

bankers would recognise only too well.

That model is based upon a distinction

between the mass-affluent – whose definition

varies across markets and institutions but

which for the purposes of this e-briefing refers

to those with investible assets of US$500,000

or less – and the more wealthy. Both groups

want as personalised a service as they can

get, but the high cost base of wealth

management providers means that it doesn’t

always pay to acquire the mass-affluent as

customers. What’s more, the aims of the

mass-affluent and the seriously rich aren’t in

perfect alignment – according to industry

players, the latter are keener to preserve their

wealth rather than take risks in order to achieve

rapid growth.

On the evidence of the online survey

conducted by the Economist Intelligence Unit

on behalf of PricewaterhouseCoopers for this

e-briefing, this divergence in investment aims

hasn’t narrowed as a result of the tumble in

global equity markets. Whereas the mass-

affluent remain sharply focused on significant

growth in their net worth, uncertainty is

widespread among wealthy people who had

grown used to a decade of booming markets

and massive growth. Already bewildered by

the range of investment options on offer, many

are now anxious for skilled advice to

guarantee them a safe, but adequate, return

through the tougher times.

“The good side, from the finance community’s

point of view, is that advice is at a premium

once again,” says Ivo Schwarzkopf, who

heads up Deutsche Private Bank’s operations

in German-speaking countries. According to

Jamie Cornell, president of Fidelity Personal

Trust Company, FSB and senior vice-president

of Fidelity Private Wealth Management Group,

his firm has just recorded its two best months

ever in terms of new assets coming under

active management.

Yet if the market downturn represents an

opportunity for wealth managers to reaffirm

their value to clients, it is also a threat. Wealth

management margins, though still attractive by

the standards of most financial services

institutions, had already been trimmed by the

amount of competition in the market. Now the

equity market fall has shaved contributions still

further. So providers are having to look harder

than ever at how they can meet client

expectations, and still make a decent profit.

Contents Two years ago, wealth management was expected to change beyond recognition as the number of millionaires in
the world soared and their demands changed.

A joint project with the Economist Intelligence Unit
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Take the belief that new wealth required very

different financial management from old, or

inherited, wealth.

That assumption was sparked by the recent

and rapid rise in the number of wealthy people

across the world. In 1997, there were 5.2m

dollar millionaires in the world; by 2000 there

were 7.2m, holding around US$27trn in assets

among them. The number of dollar billionaires,

meanwhile, more than doubled between 1990

and 2001, from 232 to 538 – according to

Forbes, 269 of these billionaires reside in 

the US.

Many were people who had built up and

floated their own businesses, large numbers of

them in fields such as telecoms and software.

Others were senior managers in more

established businesses, such as financial

services, who profited from stock options

received as part of compensation packages.

Inheritance played a role, too, as businesses

established in the post-war period were

handed down and then floated.

This rapid wealth creation led to talk of “new

money” clients flooding the private banking

industry. And entrepreneurs, the thinking went,

were much more willing to take risks than

inherited wealth, and therefore required a quite

different type of wealth management. They

were also far more likely to use new

technology and to want to play an active role

in managing their portfolios. And they tended

to have shorter time horizons when judging

their portfolio performance.

New money, old preferences

Differences do exist. Leading players in the

industry argue that first-generation wealth has

different product preferences to second-, third-

and fourth-generation wealth, with the former

being far keener on equities than the latter.

And, as we discuss below, sources of wealth

are important in determining how new clients

are acquired. But the initial distinctions

between new and old money may have been

exaggerated, and some wealth management

firms may have been overhasty when they

scurried to revamp their services and products

to fit the perceived needs of the new wealthy.

For a start, with the bull market over and much

new money locked up in cheapening stock

options, some of the new wealthy are already

Contents The key to meeting client expectations is knowing what they are. The industry has been prepared to make
assumptions about client preferences in the past, but those assumptions haven’t always been correct.

A joint project with the Economist Intelligence Unit
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disappearing again. US research firm

Spectrem reckons that by June 2001, the

number of US millionaires had fallen by 5%

against the previous year, with the

US$500,000-US$1m wealth segment even

harder hit. New money will, by definition, drive

growth in the overall wealth management

client base, but perhaps not as hard and as

fast as previously supposed.

More importantly, the distinction between old

and new wealth is far more complex and

subtle than initially imagined. Take clients’

attitude to risk, for example. “In the end, these

guys want the same thing,” says Damian

Kozlowski, chief operating officer of Citigroup

Private Bank in New York. That is, to

safeguard their wealth, in contrast to less

wealthy clients who tend to look for rapid

portfolio growth in an attempt to become rich.

Although the ultra-wealthy theoretically have

more leeway to risk their money, “once you get

to US$100m, the aim is basically to keep

ahead of inflation,” agrees Jonathan

Colchester, a wealth manager at UK private

bank Coutts. Simple demographics go a long

way to explaining why. Most wealthy clients

are living far longer and retiring earlier, and

therefore they’re increasingly concerned with

ensuring their wealth lasts as long as they do,

and beyond.

Where there are differences, they are between

the attitudes of the truly wealthy, who focus on

preserving their wealth for the long term, and

the merely well-off, who are far keener on

growth. According to the results of a special

online survey conducted by the Economist

Intelligence Unit and PricewaterhouseCoopers

in September/October 2001 (see section 9),

the mass-affluent are primarily interested in

significant growth in their personal net 

worth – in marked contrast to the wealthiest

survey respondents.

Contents

A joint project with the Economist Intelligence Unit

Chart 1 Contraction in number of wealthy
households in the US

(June 2001 vs June 2000, % change)

$500k+ net worth -28

$1m+ net worth -5

$5m+ net worth -10

Source: Spectrem
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That is why, more than ever, the wealth

management industry tends to be split three

ways, with different segments and offerings

catering for the wealthy, the mass-affluent and

ordinary retail banking clients. Coutts, for

example, deals with the wealthy, defined as

those with over £500,000 in disposable assets;

anyone below this level of wealth is handled

by its retail bank parent, Royal Bank of

Scotland. UBS has a cut-off point of €500,000

in disposable assets.

That’s a marked shift from the past few years,

when a number of private banks tried to move

downmarket, so that people with US$100,000

could have their own private banker. The move

was not entirely unsuccessful – some of the

upmarket providers were able to pick up a

good number of mass-affluent customers.

Trouble is, they couldn’t make much money

out of them because wealth management is a

people-intensive business, and moving to the

mass market risks simply multiplying costs

and diluting service levels as account officers

handle larger numbers of customers. That’s

especially true for smaller private institutions,

which must additionally spend heavily on

advertising to make their names known to a

broader client base.

Contents

A joint project with the Economist Intelligence Unit

Chart 2 Investment objectives 

(% of survey respondents, segmented by amount of disposable assets)
Significant growth Balance between Capital

in net worth income and growth preservation

Below US$500,000 68% 22% 7%

Above US$500,000 28% 48% 24%

Source: Economist Intelligence Unit/PricewaterhouseCoopers survey, Sept-Oct 2001
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Understanding differences between

geographies is also essential, especially for

those providers who rely on a global brand to

win them business.

Differences between markets are partly

cultural. In the Economist Intelligence

Unit/PricewaterhouseCoopers online survey, 

a greater proportion of people in Asia rated

quality of relationship as either extremely

important or important in their choice of

financial provider than did respondents in

other regions, for instance. Regularity of

contact was also proportionately more

important to Asians than to other regional

groups, while pricing and an online service

offering were proportionately less important to

Asian respondents.

Contents Knowing the client is just one dimension to a successful wealth management service.

A joint project with the Economist Intelligence Unit

A whirlwind tour of Asia

Asia boasts a decent proportion of the

world’s ultra-rich – some 74 out of the 538

billionaires identified by Forbes in its 2001 list

of the planet’s richest people are in Asia. But

lower down the wealth pyramid, too, the

region holds great potential for providers of

wealth management services.

Most Asian millionaires are in Japan, but

Hong Kong and Singapore are seen as the

most promising markets by many, especially

when it comes to the mass-affluent.

According to a recent study, roughly one in

ten households in Hong Kong, Japan,

Singapore and Taiwan boast net investible

assets of over US$250,000 with the numbers

growing fast.

By contrast, markets such as India, Indonesia

and China are much more polarised. The

wealthy here are very wealthy indeed,

typically controlling around US$5m in assets,

but they are few and far between. (The same

is even more true of Latin America,

incidentally, where there are only 200,000

millionaires, but their wealth averages nearly

US$10m apiece.)

Although the wealthiest private clients in the

region are often aggressive margin traders,

Asians in general tend to be more cautious in

their investment patterns than North

Americans or Europeans, and are particularly

keen on property and cash. 

On average, wealthy households in Asia hold

roughly 40% of their assets in deposits or 
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A whirlwind tour of Asia continued

cash, 20% in real estate, 20% in managed

funds, 10% in private businesses and only

10% in directly held securities. In the US, by

contrast, equities are by far the biggest

category, with deposits only used for liquidity.

The contrast with the West is at its most stark

in underdeveloped wealth management

markets such as China. In Hong Kong and

Singapore, on the other hand, managed

funds have been all the rage, especially if

they offer a minimum guaranteed value.

In India, extremely price-sensitive consumers

look for “reallowances” or “passbacks” (a

share of the commission on the transaction)

and are often tempted to move from fund to

fund in the hope of securing a higher share.

While most private bankers, mutual funds

and brokerages openly admit to paying them,

especially to large investors, investor

judgment often gets clouded by greed –

investors look only at whether the fund will

give them cash on the table, not whether it

will fold in a year.

An even sharper divergence in investment

patterns between regions has emerged as a

result of recent stock market turmoil. Industry

players say that Asian clients are far more

anxious to trade out of equities and into cash

than their European and US counterparts.

Again, this isn’t simply a manifestation of

cultural differences. Stock markets in emerging

markets tend to be more prone to volatility

than established Western markets – in times of

economic turbulence, the downside on equities

is likely to be greater in Asia than it is in

Europe, for example.

Differences between tax regimes are also

crucial. In much of Asia, for example, taxes are

low and as a result most Asians have not

traditionally given taxes serious consideration

in their estate planning. In the US and Europe,

by contrast, taxes are higher and taxation has

always been more central to planning.

But even more important than cultural

differences are varying political and economic

contexts, and more tangible product and

regulatory distinctions. Japan, for example,

has very low inflation, and so the wealthy are

keen to place their money in safe investments

that offer low nominal, but good real, returns.

Contrast that to the UK or US, where you need

higher yielding investments to realise the same

real returns – hence the popularity of riskier,

but potentially more lucrative, equities and

hedging instruments.
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Even though the launch of the euro and

European Union moves to harmonise

regulations are making tax planning easier in

Europe, increasing pressure on offshore

investment by international bodies such as the

OECD and the EU are likely to make tax

advice more important still to the wealth

management offering. Many observers reckon

that offshore investment could eventually

become so difficult that it will disappear for

most legitimate investors. In this regard at

least, the difference between the mass-

affluent, whose money has tended to be

onshore anyway, and the truly wealthy is set to

narrow. And in anticipation of this flow of

money onshore, wealth managers need

detailed knowledge of local regulations, with

tax advisory and estate planning issues

becoming increasingly important.

Foreign exchange regulations are another key

shaper of local markets. In India, for example,

the rupee is still not fully convertible and

Indian residents and firms may not freely

convert the rupee in order to acquire assets or

lend funds overseas. In Russia, it is illegal to

have a foreign bank account without central-

bank permission, though wealthy Russians get

around this restriction by establishing

residency abroad.

Such significant differences – cultural,

regulatory and economic – between markets

help explain why it is hard to find many

financial institutions with a truly big

international presence in private banking.

Citigroup boasts that its private banking

business is growing most rapidly in Asia, for

example, but admits that its market share

there is not large. Instead, most of its business

still comes from its US homeland, just as most

of UBS’s private clients are in Switzerland, and

Germany remains Deutsche Private Bank’s

largest market (although recent acquisitions 

by these players have sought to reduce 

this dependency).

That’s because there is a limit to how

effectively wealth management providers can

push their global reach and financial know-

how. That limit is governed, above all, by the

growing realisation that even if the brand is

global, the service and the product offering

have to be local. International expansion will

only succeed, therefore, if institutions create a

range of product lines centrally which can then

be adapted to the needs of local clients and/or

conclude partnerships and alliances with key

local players. “New operational models which

have local customer distribution but which

share costly infrastructure across the private

bank, mass-affluent bank and asset

management business can generate

substantial cost and revenue synergies,” says

Ian Woodhouse, co-leader of

PricewaterhouseCoopers UK Wealth

Management Consultancy Practice.

Contents
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It is conventional wisdom that the relationship

between client and client relationship officer is

fundamental to the private banking

proposition. According to Fidelity’s Mr Cornell,

a change in adviser seems to be the single

biggest reason why Fidelity’s clients re-

evaluate their relationship with the institution.

The 2000/2001 edition of the

PricewaterhouseCoopers European Private

Banking/Wealth Management Survey backs 

up that assessment, with industry players

putting the factor of clients jumping ship with

key staff among the top three reasons for

client departures.

Even so, wealth management providers still

don’t do enough on staff training and

retention. In PricewaterhouseCoopers survey

of European wealth managers, two-thirds of

the respondents shelled out less than

US$5,000 per head each year in training for

their client relationship officers, while fewer

than half of all private banks bother formally to

define a staff retention policy. The current

economic downturn may make the problem of

staff departures seem less acute, but having 

well-trained staff is still essential to client

satisfaction, particularly given the ongoing

development and expansion of the 

product offering.

Multiplying the number of people that the

client deals with within the bank is one way to

match staff to clients’ needs. There is a move

towards giving clients more access to product

experts, either directly or through their client

relationship manager. The strategy does have

risks of its own. “What makes employees want

to move,” says Dianne LaBasse, executive

vice-president of private banking at HSBC, “is

an environment where things are particularly

politically stressful. People take great pride in

their relationship with the clients, but when it

gets harder to co-ordinate and deliver, then

they can’t perform well.” But if done well, a

network of client-staff relationships can allow

banks both to improve quality of service and

to dilute the risks associated with key

personnel leaving.

Whether this model can be extended

downwards to the mass-affluent is a question

of costs, above all. Respondents to the online

survey certainly like the idea (see Chart 3), but

the economics of providing multiple points of

contact and value-added product advice to a

mass-market client base are tricky.

Contents A proper understanding of clients and a proper understanding of local markets require two things above all:
excellent people and excellent flows of information. Let’s look at people first.
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Chart 3 Actual and preferred types of contact with client relationship officers or personal
financial advisers (% of survey respondents)

Actual type Preferred type

of contact of contact

I have a relationship with just one 

person at the bank who offers me 

advice on all products and services 31% 26%

I have a central relationship with one 

person at the bank who puts me in 

direct touch with product specialists 

according to my needs 17% 41%

I have discrete relationships with several 

product specialists at the bank 12% 20%

I don’t have a client relationship officer 

or personal financial adviser 35% 10%

Other 5% 2%

Source: Economist Intelligence Unit/PricewaterhouseCoopers survey, Sept – Oct 2001
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Wealth management providers spend heavily

on IT and Internet strategies – for bigger banks

the costs run to hundreds of millions of dollars

a year. Certainly, the bills are high enough for

there to be an increasing acceptance that

institutions now need to be of a certain size to

afford the kit they need.

Trouble is, many private banks have been

guilty in the recent past of misallocating scarce

IT resources by throwing money at misguided

web-based ventures, particularly those

targeted at the self-directed customer. Some

of the best-known names in the private

banking world poured hundreds of millions of

dollars into failed online initiatives, often in the

mistaken belief that wealthy folk would want to

spend hours on the Internet doing their own

trading and working out their own financial

solutions. They didn’t, because that’s what

they pay their private bankers to do for them –

especially since the shift in the equity markets. 

Yet consumers of wealth management

services do have a vested interest in

technology – even if they perhaps don’t realise

it themselves. Consider the range of factors

which influence consumers’ choice of financial

provider: quality of relationship, access to a

wide array of products, security and

confidentiality, performance and availability of

information and advice.

All of these preferences increasingly rely on a

seamlessly integrated front and back-office to

bring them to fruition, especially in a market

characterised by growth in the number of

products and consumers. A good relationship

increasingly depends on customer relationship

management solutions, for example;

safeguarding privacy and confidentiality

requires an investment in electronic security

and data protection services; investment in

open architecture and aggregation is needed

to enable providers to carry third-party

products; and risk management systems and

financial planning software are also essential

elements in matching each customer’s needs

and risk tolerance to investment performance.

None of this is to downplay the value of

consumer-facing technology applications. 

The Internet still has a vital role to play as an

information enabler and as a distribution

Contents The attraction of such integrated service provision is part of the reason why technology is becoming such a key
issue within the industry.
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channel. Citigroup, for one, talks of using it to

explain complex financial concepts to

customers, while Fidelity’s Mr Cornell points to

the value of the Internet as a standing

resource of tax and legal advice. What’s more,

for wealth management institutions looking to

shift downwards into the mass-affluent market,

the Internet, as one part of a multi-channel

offering, is a cost-effective way of extending a

full-service proposition to a significantly larger

customer base.

The Internet is certainly not dead, therefore,

and its importance as an enabler will grow

over time. What nobody believes any more,

however, is that the Internet can replace the

wealth manager. Rather, the value of

technology lies principally in the way in which

it helps the wealth manager.

Contents
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Although complex products are still good

sellers, the focus within the industry has

shifted to selling advice supported by the

appropriate product and service solutions.

Trouble is, in the current climate, margins as a

whole are under increasing pressure. Fees,

which are usually charged as a percentage of

assets under management, have fallen along

with portfolio values – although resurgent

client interest in active asset management

does mean that more money is being

managed. Transaction commissions are down

dramatically due to depressed equity markets.

Several institutions are changing their

approach to pricing. Performance-based

charges are one way forward. Some, like

Jacobus Wealth Management, have even

experimented with charging flat fees according

to the amount of work done.

Others are seeking to change internal pay

structures to encourage greater profitability:

starting in 2002, for instance, Merrill Lynch 

will overhaul its broker commissions in order

to reward big trades more generously than

small trades.

More important to driving up profitability than

altering charging models and performance pay,

however, is differentiation. “You’ve got to offer

something unique,” says Citigroup’s 

Mr Kozlowski. “If you do, then price sensitivity

is not such an issue.” So what is it about a

particular private bank that makes a wealthy

client willing to pay for their services? In the

fight between smaller players – the

independent family offices and traditional

private banks – and the large global

institutions, that question defines the 

wealth management battleground more than

any other.

Contents Technology also has a habit of being disruptive. The emergence of cut-price discount brokerages, often relying on
the Internet for distribution, and of open architecture platforms has made it more difficult for wealth management
firms to make money out of simple investment products.
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Davids and Goliaths

Global banks have spent the past few years

trying to buy their way into the wealth

management business, and into fast-growing

international markets in particular. Sometimes

expansion has been driven by merger activity,

such as the one between Citibank and

Travelers. Sometimes investment banks have

bought market share in another country, as

UBS did by buying Paine Webber in the US.

But more often than not, they are targeting

organic growth, to other European countries

in the case of UBS and Deutsche, and across

the world for the big US players.

Lined up against them, most heavily in

Europe, are the long-dominant traditional

private banks, whose key selling point is that

they offer very personalised service and take

into account all the client’s needs. They are

still attracting a good deal of new business –

indeed, some rivals reckon they may be

attracting too much new business to continue

giving the kind of personal service they 

used to.

But the private banks are themselves under

increasing pressure from the family offices,

which have been growing rapidly in the US

and which are now expanding fast in Europe,

too. The family office sales proposition is that,

whereas the private banks tend to focus just

on the head of the household, they cater for

the whole family. Not your average family,

mind. Tom Meilinger at Jacobus Wealth

Management in the US reckons that only

those with US$100m or more can afford their

own family office.

Over the past few decades, however, many 

of these one-family offices have been opening

up to other clients. If a client family doesn’t

have the necessary wealth for its own office,

then it can share an office with other families

to deal with the various investment and

administrative tasks they face. Bessemer

Trust, which started life as the family office 

for the US’s Phipps steel family and is 

now a private bank, has 1,300 client families,

for example.

Contents
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The attraction of the wealth management

business to the global banks is obvious: it has

historically offered impressive margins and

growth without tying up too much of their

capital. But their attraction to clients is less

clear. Why should private banking clients

prefer a big global player with no great

pedigree in the industry to, say, a smaller local

one with years of experience? What, in other

words, differentiates them? Three things. Their

existing client network; their financial

expertise, which means they can structure

complex and, if necessary, global products;

and financial clout.

The stock market boom clearly illustrated the

importance of the big players’ client networks.

Many of the new rich have become wealthy

through flotations and mergers overseen by

the likes of JP Morgan and Citigroup. Once

they have their money, therefore, they often

turn to these global banks to manage their

wealth. This gives the global banks a huge

advantage over the traditional players who

have to rely on recommendations from family

lawyers or fortuitous meetings at the golf club.

In Asia, too, many wealthy people start out in

export-oriented businesses, which means they

need the kind of complex trade financing

offered by Citigroup and HSBC. Having won

this kind of business, the global giants often

captured the subsequent wealth management

business as well.

However, in the current economic climate, the

amount of follow-up business that private

banking arms can generate off the back of

investment-banking activities has dwindled

substantially. In any case, investment bankers

can be wary of handing over key clients to

other parts of the business.

Once a client has been acquired, the big

banks do have a competitive advantage in the

scope and scale of their product offering.

Many global players have been expanding

their asset management arms through

acquisitions as well as filling gaps by selling

third-party products through open architecture

platforms. Particularly in less developed

markets, they can market investment portfolios

to match the global interests and knowledge

of internationally minded businesspeople. Or

they can offer complex derivative products to

allow people to realise wealth locked up inside

their businesses. Demand for this type of

product is higher at times of economic

turbulence. In India, for example, wealth

managers see a promising new client group in

the form of heads of private companies who

need a separate financial portfolio to protect

them from business risk.

Contents
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Financial clout is the last of the key

differentiators for global providers, although

this may not always be directly visible to the

client. In particular, the deep pockets of the

big banks finance the hefty acquisition and

technology investments that enable these

open architecture platforms and solve post-

merger systems integration issues.

Personal services

While the private banks, trust companies and

family offices cannot compete with the global

players in all markets and product areas, they

can draw comfort from clients’ continuing

demand for more highly personalised service

and impartial advice – areas where the smaller,

niche players are often perceived to score over

global banks.

Different clients want different services, of

course, and so banks have to vary their

offerings to match. Most private banks draw

the line at walking the family dog, but services

vary from pure investment to a more holistic

approach based on the customer’s lifestyle

needs that covers legal advice and tax

services. The common thread is

personalisation. Family offices will even

organise stabling for your horses, while their

investment advice can take things like

upcoming school fees and weddings 

into account.

As well as appreciating such personalised

services, clients often perceive family offices

and many private banks as offering more

impartial advice than the global institutions.

Smaller players such as family offices in the

US and traditional private banks in Switzerland

long ago accepted the need to offer rivals’

products, and open architecture is becoming

the norm for the industry as a whole. Partly,

that’s a reaction to clients’ increasing

sophistication, and the amount of comparative

investment performance information now

available. And partly, it’s a reaction to the

discount brokerages that have prospered in

recent years, and made customers unwilling to

pay much for what they perceive as standard

investment products.

Guy Paterson, executive director at UK wealth

management firm Unigestion, sees the fact

that his company has no products of its own

to sell as a key advantage for its clients. Good

research and total impartiality are what

Unigestion reckons its clients want, combined

with a full overview of each client’s needs.

“Some banks are riven with conflicts of

interest,” he says, because they are trying to

be both distributor and producer of investment

products. Such comments reinforce the need

to offer customers differentiated and

distinctive value propositions.

Contents
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Competition has sharpened, as have client

demands; margins are under pressure; and 

the economic, political and regulatory climate

is in flux.

As a result, the expectation is that some of the

existing industry players will end up

disappearing, merging or restructuring. Some

providers are already pulling the plug on their

investments in some markets – Lazard, a UK

bank, announced in October 2001 that it was

abandoning its attempt to move into the

market for high net worth individuals worth

US$10m or more because it could not

compete effectively.

Others are still piling into the market,

particularly at the lower end of the wealth

scale. Zurich Financial Services is to launch a

wealth management service in the UK next

year for clients with investible assets of more

than £150,000; Lloyds TSB, a UK retail

banking group, has just launched a mass-

affluent service called Create with people

earning more than £60,000 as its 

target market.

Who will win and who will lose as the market

evolves is in the end a matter of simple

economics. At the top end of the wealth

management market, the question is this: can

enough clients be attracted to a tailored,

bespoke service for it to be delivered in a

cost-effective way? At the bottom end, the

question has a different spin: can costs be

kept low enough for a high-touch service to be

offered to the larger and more price-sensitive

mass-affluent market and still make a profit?

In the high net worth marketplace, the winners

are likely to come from two main groups: 

There will be a few big financial

conglomerates, whose expertise and global

scope enables them to tailor complex

products to a range of international markets,

and whose core revenue and client base are

large enough to finance state of the art

technological platforms.

There will also be a group of niche players,

including some of the more secretive mid-

sized Swiss banks and the family offices that

have been providing high-quality service to

rich families in the US and Europe for

generations. Not only can such niche players

do everything from paying the gas bill to

organising a client’s collection of classic cars,

Contents The main findings of the PricewaterhouseCoopers European and North American surveys remain valid. Providers of
wealth management services are not about to become obsolete. But the pressures on the industry are increasing.
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they can also offer impartial investment advice

because they aren’t just trying to sell their own

products – a big perceived advantage over the

hard-sell conglomerates.

Those who will struggle are the ones caught in

between these two groups, who neither offer

the new (bespoke products and complex

technology platforms) nor enjoy a reputation

for the old (high-touch wealth management

advice and service). Such institutions, whose

ranks include mid-sized players, insurers

seeking to extend their franchise, and cut-

price brokers, may be better off concentrating

their fire on the mass-affluent, where

expectations of service are less challenging

and brand stretch less taut.

In short, client demands are changing but in

ways which end up accentuating an age-old

industry trade-off between size, differentiation

and profitability. Much is new in the wealth

management arena, but the challenges on the

path to success are familiar enough, and

similar to those faced in other industries

undergoing transformation.
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1. With how many different financial institutions have you placed

your investible wealth (investible wealth being defined as liquid

assets, which excludes property)?

None

One

Between two and five

Between six and ten

More than ten 

2. How satisfied are you with your primary financial institution?

Completely satisfied

Satisfied

Neutral

Dissatisfied

Completely dissatisfied

3. Are you considering changing financial institutions? 

Yes

No

4. If so, what factors would be a disincentive to making the change?

Tick all that apply.

Established relationships

Costs

Time investment

Lack of alternatives

Other

Contents As part of the research effort for this e-briefing, the Economist Intelligence Unit on behalf of PricewaterhouseCoopers
conducted an online survey into consumer attitudes towards wealth management services. The survey took place
over a four-week period in September and October 2001, and 125 people worldwide participated.
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5. How important are the following in choosing a financial institution

to manage your investible wealth? Please rank each on a scale

from 1 to 5, with 1 being completely irrelevant to your choice and

5 being extremely important. 
1 2 3 4 5

(Irrelevant) (Extremely 
important)

Range of products

Strength of brand

Quality of relationship

Global reach

ROI/Performance

Pricing

Online/technology-based service element

Regularity of contact with institution

Knowledge of local market

Security and confidentiality

6. What level of consolidation do you ideally want in your 

financial affairs?

I want to use a single financial provider to provide all products 
and services

I want to access consolidated account information and third-party
products through a single financial institution

I want to access consolidated account information and third-party
products through an aggregator or intermediary

I want to maintain separate reporting and client relationships with
several different institutions

Other

7. What type of contact do you have with your client relationship

officer or personal financial advisor?

I have a relationship with just one person at the bank who offers me
advice on all products and services

I have a central relationship with one person at the bank who puts
me in direct touch with product specialists according to my needs

I have discrete relationships with several product specialists 
at the bank

I don’t have a client relationship officer or personal financial adviser

Other

Contents
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8. What type of contact do you want to have with your client

relationship officer or personal financial advisor?

I want a relationship with just one person at the bank who offers me
advice on all products and services

I want a central relationship with one person at the bank who puts
me in direct touch with product specialists according to my needs

I want discrete relationships with several product specialists 
at the bank

I don’t want to have a client relationship officer or personal 
financial adviser

Other

9. What level of personal contact do you have with your client

relationship officer or personal financial advisor, either on the

telephone or face-to-face?

Once or twice a year

Once a quarter

Once a month

Once a week

On demand

I don’t have a client relationship officer or personal 
financial adviser

10. What level of personal contact do you want to have with your

client relationship officer or personal financial advisor, either on

the telephone or face-to-face?

Once or twice a year

Once a quarter

Once a month

Once a week

On demand

I don’t have a client relationship officer or personal 
financial adviser

11. Which attitude best describes your approach to investment?

I am happy to leave all investment management decisions 
to my bank

I want to be kept closely informed of my bank’s investment
decisions and to intervene if I’m dissatisfied with something

I want to be given investment recommendations and research by
my bank but make the final decisions myself

I am not interested in the bank’s investment advice and only want
to use their platforms to conduct transactions

Other
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12. In percentage terms, how is your investible wealth currently

allocated between the following?
0-25% 26-50% 51-75% 76-100%

Savings account

Equities

Bonds

Alternative investment vehicles 
(hedge funds, private equity)

Other (please specify)

13. In percentage terms, how do you expect your investible wealth to

be allocated between the following in three years’ time?
0-25% 26-50% 51-75% 76-100%

Savings account

Equities

Bonds

Alternative investment vehicles 
(hedge funds, private equity)

Other (please specify)

14. How do you assess risk? Please tick all that apply.

I use a formal risk-assessment tool

I discuss risk with an adviser

I take the advice of friends

I read publicly available articles

I make an informal personal assessment

I do not factor risk into investment decisions

Other

15. How often do you personally use the Internet for the following

types of service?
Once a 
week Once a Twice a Once a

or more month year year Never

Standard banking services

Information and research

Trading and deal execution
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16. Which of the following best describes your 

investment objectives?

Significant growth in my personal net worth

A balance between income and growth

Capital preservation

Maximisation of tax advantages

Financing of charitable or other activities

Other 

About you

17. Your location

North America

Latin America

Western Europe

Eastern Europe

Asia-Pacific

Middle East/North Africa

Sub-Saharan Africa

18. Your age group

Below 30 years of age

30-40 years of age

40-55 years of age

Above 55 years of age 

19. What level of investible or liquid assets do you personally have?

Less than US$100,000

Between US$100,000 and US$500,000

Between US$500,000 and US$1,000,000

Between US$1,000,000 and US$5,000,000

Between US$5,000,000 and US$30,000,000

Above US$30,000,000

20. What proportion of your wealth is inherited?

None of it

Less than 10%

Between 10% and 25%

Between 25% and 50%

Above 50%

All of it
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Jeremy Scott

Chairman, Global Financial Services

Leadership Team

44 20 7804 2304

jeremy.scott@uk.pwcglobal.com

Mark Austen

44 20 7804 2002

mark.austen@uk.pwcglobal.com

Etienne Boris

33 1 56 57 10 30

etienne.boris@fr.pwcglobal.com

Javier Casas Rúa

54 11 4891 4550

javier.casas.rua@ar.pwcglobal.com

Richard Collier

44 20 7212 5395

richard.stuart.collier@uk.pwcglobal.com

Ian Dilks

44 20 7212 4658

ian.e.dilks@uk.pwcglobal.com

Willi Grau

41 1 630 2570

willi.grau@ch.pwcglobal.com

Craig Hamer

Sydney 61 2 8266 3123

Melbourne 61 3 8603 3806

craig.hamer@au.pwcglobal.com

Simon Jeffreys

44 20 7212 4786

simon.jeffreys@uk.pwcglobal.com

John Masters

61 2 8266 7265

john.masters@au.pwcglobal.com

Bob Moritz

1 646 471 8486 

robert.moritz@us.pwcglobal.com

Barry J. Myers

1 416 869 2441

barry.j.myers@ca.pwcglobal.com

A joint project with the Economist Intelligence Unit

Global Financial Services Leadership Team

If you would like to discuss any of the issues raised in this e-briefing in more detail please speak with your usual contact at

PricewaterhouseCoopers or call one of the following:
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David Newton

44 20 7804 2039

david.newton@uk.pwcglobal.com

Yves Nicolas

33 1 56 57 80 15

yves.nicolas@fr.pwcglobal.com

Arno Pouw

31 20 5686 666

arno.pouw@nl.pwcglobal.com

Juan Pujadas

1 646 471 7782

juan.pujadas@us.pwcglobal.com

Rick Richardson

1 617 428 8333

rick.richardson@us.pwcglobal.com

Phil Rivett

44 20 7212 4686

phil.g.rivett@uk.pwcglobal.com

John S. Scheid

1 646 471 5350

john.scheid@us.pwcglobal.com

Nigel Vooght

44 20 7213 3960

nigel.j.vooght@uk.pwcglobal.com

Hans Wagener

49 69 9585 2431

hans.wagener@de.pwcglobal.com

Akira Yamate

81 3 5532 2518

akira.yamate@jp.pwcglobal.com

Industry panel

The members of the industry panel which

helped to test and refine our hypotheses were:

Frank Canosa, managing director of Bank

Julius Baer’s international activities in London

Jamie Cornell, president of Fidelity Personal

Trust Company, FSB and senior vice-president

of Fidelity Private Wealth Management Group

in New York

David Henderson, chief executive of Kleinwort

Benson’s private banking operation in London

Dianne LaBasse, executive vice-president of

private banking at HSBC in New York
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Wealth management e-briefing 
editorial board

John Fletcher

1 646 471 5470

john.k.fletcher@us.pwcglobal.com

Robert Gould

1 646 471 3908

robert.f.gould@us.pwcglobal.com

Simon Jeffreys *

44 20 7212 4786

simon.jeffreys@uk.pwcglobal.com

Rick Richardson *

1 617 428 8333

rick.richardson@us.pwcglobal.com

Bruce Weatherill

44 20 7213 5521

bruce.weatherill@uk.pwcglobal.com

Ian Woodhouse

44 20 7804 2979

ian.woodhouse@uk.pwcglobal.com

* Members of the Global Financial Services

Leadership Team

Economist Intelligence Unit (EIU)

111 West 57th Street

New York, NY 10019

1 212 554 0600

EIU editorial team

Louisa Vinton

1 212 554 0656

louisavinton@eiu.com

Andrew Palmer

44 20 7830 1149

andrewpalmer@eiu.com

Executive Summary:

For copies of the hard copy Executive

Summary please contact Áine O’Connor at

PricewaterhouseCoopers on 44 20 7212 8839

or e-mail at aine.oconnor@uk.pwcglobal.com
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For further information on the PricewaterhouseCoopers European Private Banking/Wealth

Management Survey please visit www.pwcglobal.com/europeanprivatebankingsurvey

For further information on the PricewaterhouseCoopers North American Private

Banking/Wealth Management Survey please visit www.pwcglobal.com/financialservices


