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EXECUTIVE SUMMARY
The Wealth Management industry is undergoing a major transition in its service and operational model.
Lebanon and the GCC wealth management firms are no outliers and the industry is poised to enter a
challenging stage in its evolution.
The GCC has a unique profile of wealth, it remains one the of the world’s fastest growing region with an
Asset Under Management (AUM) driven by net in-flows rather than investment performance. Indeed,
wealth is predominantly driven by oil revenues and displays great sensibility to oil prices.
The scope of challenges for the wealth management industry includes investor’s sensitivity to financial
risk, low yield environment, the emergence of digital as a disrupting influence, intensifying regulatory
environment, increased demand for customized and responsive services, and tightening profit margins.
The emergence of new industry players and automated wealth management solutions along increasing
competition from non-domestic players also presents more contests to local players.
In the face of these forces of change, wealth managers must redesign their business models to be successful in the future. Wealth managers are under pressure to optimize their operating and service model
through strategic imperatives. These imperatives include leveraging their digital capabilities, strengthening advice and outcome-oriented portfolio construction, aligning their operations to the new market and
regulatory environment, supporting client relationship with stronger propositions and solutions, enhancing
client reporting, developing alternative pricing model, improving brand image, increasing transparency,
and providing multi-channel offering. These strategic imperatives should reinforce a clear value proposition that is consistent with a client centric model.
As such, there are opportunities for wealth management firms to redefine their scope of value proposition by developing more strategic relationships with family offices, mergers and acquisitions, outsourcing
and partnering with online and automated service providers.
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GROWTH IN THE REGION
MENA: REAL GDP GROWTH

Growth in the MENA Region decelerated following the eruption of unleashed decades of pent-up
tensions and dysfunction in the political, socioeconomic, and cultural spheres. The decline in oil
prices, weak global growth and rising geopolitical risks plagued economic activity in the Middle
East and North Africa. Average growth recorded
5.4% between 2000 and 2011, with growth sustained at 4.9% in 2012 before dropping to
2.3%. Growth has also been tepid across the
GCC countries since 2013 as decline in oil prices
held it back. The impact of oil prices drop is evidenced in the divergence between Non-Oil and
Oil GDP. The region is expected to continue witnessing a decline in GDP growth as it is still highly dependent on oil and as diversification remains at a nascent stage of implementation.

Source: National authorities, IMF estimates and projections

GCC: OIL GDP Vs NON-OIL GDP

Countries across the Middle East have rapidly
rising populations. Population growth across the
Middle East is outpacing that across the rest of
the globe, and most other emerging markets. The
GCC had one of the highest rates of population
growth in the world over the last decade, around
four times faster than emerging markets and the
US, seven times faster than in China and 10 times
higher than in the euro zone. This was mainly due
to the large inflow of expatriates that now account for a large share of the population: from
33% in Saudi Arabia to more than 85% in the
UAE and Qatar. According to Oxford Economics,
the GCC will retain its position in the next 10
years, followed closely by emerging Asia excluding China. The GCC’s population is expected to
grow at an average rate of 1.8 per cent per
year, twice as fast as the average emerging
market.

Source: National authorities, IMF estimates and projections

DEMOGRAPHICS GROWTH
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Source: National authorities, IMF estimates and projections

GDP/CAPITA GROWTH

Looking ahead, the seizure in global financial
markets, the recent fall in the oil price and the
economic slowdown in key trading partners will
inevitably have an effect on the GCC economies.
Yet over the next few years, strong economic
growth should be underpinned by the GCC’s demographics, energy advantage and by a range
of major reforms and investments such as the Saudi Vision 2030, Qatar Vision 2030 and Expo
2020 Dubai.
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WEALTH IN THE REGION
TOTAL WEALTH (in USD Billions)

Source: Credit Suisse Global Wealth Databook 2015

TOTAL WEALTH/ADULT

Source: Credit Suisse Global Wealth Databook 2015

CHANGE IN TOTAL WEALTH 2014-15

Source: Credit Suisse Global Wealth Databook 2015

CHANGE IN TOTAL WEALTH/ADULT 2014-15

Household wealth in the MENA region totaled
USD 4.4 trillion in mid-2015, down 2.2% since
mid-2014. According to the Credit Suisse Global
Wealth Data book 2015, the combined wealth of
the GCC countries aggregated to USD 1.85 trillion. Lebanon wealth was estimated at USD 91
Billion. In constant currency terms, however, net
wealth increased by 1.7% in the MENA, with the
GCC countries growing wealth by 1.01%.
In the past 10 years, the group of GCC countries
have increased their combined wealth by 50%,
outperforming growth in other regions such as Africa and Asia Pacific. The region holds nine of the
largest sovereign wealth funds with assets topping
USD 2 Trillions. Oil prices undisputedly impact
wealth on the region, but as witnessed, the drop in
oil prices was negligible on existing wealth but
would hamper the creation of new wealth.

Remarkably, the growth rate in number of adults
has outstripped that of all other regions over the
same period, the number of adults have grown by
27% while the total population grew by 19%. The
adult ratio turned to 79.38% in 2015, up from
76.12% in 2006. However, the region did not
trail behind in terms of wealth per adult growth.
Since, 2006, wealth per adult grew by 20%, but
decelerated in the past few years.
Saudi Arabia, holds the largest wealth in the region with USD 687 Billion. Followed by the United
Arab Emirates with USD 560 Billion, Kuwait and
Qatar. However, Wealth/Adult is the highest in
Qatar (USD 156,986), followed by the United
Arab Emirates (USD 144,377) and Kuwait (USD
113,419).
Among the countries observed, Lebanon, has the
highest ratio of wealth inequality, with a Gini Coefficient - a measure of statistical dispersion intended to represent the income distribution of a
nation's residents, and is the most commonly used
measure of inequality – of 84.8. Ranking second
in inequality is Saudi Arabia with a Gini coefficient of 75. The least unequal wealth distribution
in the region is witnessed in Bahrain and Oman
with their coefficients standing at 64.5 and 68.2
respectively.

Source: Credit Suisse Global Wealth Databook 2015
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HIGH NET WORTH WEALTH

The High Net worth asset ownership class holds
around USD 56.4 Trillion dispersed among 14.6
Million individuals research by Capgemini and
RBC Wealth Management shows. The coming
years are expected to see this category continue
to grow in wealth, with a projected growth rate
of near 8% until 2017.
Regionally North America and Asia-Pacific investors hold the majority of Wealth with $16.2 trillion and $15.8 trillion respectively. The estimated
wealth in the MENA region is USD 2.3 Trillion distributed among 614 thousands wealthy individuals. The growth of new entrants to the millionaire
club was the fastest in Asia-Pacific while it has
decelerated in the Middle East.
Wealth and the number of wealthy individuals
have been growing at an average rate of 9% in
the region, however it decelerated to 7.71% and
8.18% in 2013 and 2014 respectively after a
robust 16% growth in 2012. Nevertheless, and
despite the slump in oil prices, the Middle East
recorded higher growth rates than Europe as the
latter’s economy continued to sputter. The overall
levels of HNWI population and wealth of the
MENA remains significantly lower than the other
regions. In 2015, High Net Worth wealth remained virtually flat despite a growing number
of HNWI individuals, largely due global slowdown, strengthening of the US dollar, and weakening of asset values.
The Middle East and North Africa region is home
for around 330,000 millionaires in 2015 and the
number is projected to rise by 52% to 500,000
adults by 2020 with Saudi Arabia and UAE expected to see an increase in the number of millionaires by 72% and 62% respectively.
Qatar however have the highest density, globally, of millionaires with 17.5% of households, followed by Switzerland (12.7%). Other GCC countries ranked in the top 10 include Kuwait, fifth at
9%, Bahrain, sixth at 5.9%, and Oman tenth at
3.7%.

GLOBAL HIGH-NETWORTH WEALTH

Source: Capgemini Financial Services Analysis, 2016

GLOBAL HIGH-NETWORTH POPULATION

Source: Capgemini Financial Services Analysis, 2016

MENA HIGH NETWORTH POPULATION

Source: Capgemini Financial Services Analysis, 2016

MENA HIGH NETWORTH WEALTH

Source: Capgemini Financial Services Analysis, 2016
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WEALTH SEGMENTATION
GCC HIGH NETWORTH WEALTH

Source: Strategy& , Global Wealth Data Book, BEMO Research

HNW INDIVIDUALS

Source: Strategy& , Global Wealth Data Book, BEMO Research

HNW WEALTH SEGMENTATION/COUNTRY

Source: Strategy& , Global Wealth Data Book, BEMO Research

HNWI SEGMENTATION/COUNTRY

The High Net Worth segment constitutes the largest portion of wealth in the region at 40.61%, followed by the Ultra High Net Worth segment at
33.69%. Nevertheless, the affluent wealth, which
constitutes around 25% of the total Private
Wealth grew the fastest at 21% CAGR presenting significant future growth potential for the
HNW segment. Both the HNW and UHNW segments grew significantly in the past 5 years by
76% and 97% respectively.
The number of Affluent individuals represents
around 83% of the individuals classified under
potential Wealth Management clients in the region. The High Net Worth Individuals contribute to
16.33% and are more evident in Kuwait, Saudi
Arabia and the United Arab Emirates. The Ultra
High Net Worth Segment has a population of
around 5000 individuals and represents less than
half percent of the total potential market. Kuwait
and Qatar have relatively the highest number of
UHNWI Household/Population at around 1%, followed by Saudi and the UAE.
Powerful macroeconomic and socio-demographic
forces are propelling the growth of wealthy
households in the GCC. One driver has been the
strong rebound in global equity markets. Other
GCC-specific drivers include robust GDP growth,
high and sustained oil prices at record level, government intervention and spending. Also, the sluggish macroeconomic growth in the Western hemisphere coupled with the turmoil in the international
financial services industry has contributed to some
degree of capital reallocation to investors’ countries of origin in the GCC.
The GCC equity market faced several setbacks at
the outset of the fourth quarter in 2014. The drop
was triggered by the oil price collapse and catalyzed in the second half of 2015 as China devalued the Yuan.

Source: Strategy& , Global Wealth Data Book, BEMO Research
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SAUDI ARABIA

Saudi Arabia is the Wealthiest country among
the GCC countries with a 2015 total estimated
wealth of USD 687 Billion. Total Wealth
dropped significantly in the aftermath of the financial crisis, but recovered shortly after to precrisis levels. Total Wealth per adult grew despite
a growing population and an increasing adult/
population ratio. Notably debt per adult also
increased highlighting widening wealth disparity
in the country. The inequality among citizens is
marked by a high Gini coefficient of 75.
Despite a high Gini Index, High Net Worth
Wealth in Saudi Arabia is quasi-equally distributed between the segments with the Affluent
holding USD 213 Billion Dollars or 31% of Total
Wealth, High Net Worth Individuals holding USD
355 Billion and the Ultra High Net Worth Individuals holding 31.5% at USD 300 Billion. Looking
at households, the Affluent segment constitutes a
vast majority of 86% at 720,000, followed by
the High Net Worth Individuals standing at
110,000 and the Ultra High Net Worth Individuals forming the minority with 0.25% at 21,000
households.
Analyzing the ratio of the number of households
to the amount of wealth they hold, we can notice
inequality in the distribution as Ultra High Net
Worth Individuals hold an average of USD 147
Million while the average Affluent possesses USD
405,000. The High Net Worth Individuals segment reveling an average USD 3 Million per
household. Knowing that the average wealth per
adult in Saudi Arabia stands at USD 39,381, unequal distribution of wealth is further proven to
be significant. 50% of the population of Saudi
Arabia have a recorded wealth between USD
10,000 and USD 100,000, 44.3% under USD
10,000 and only 4.7% have wealth between
USD 100,000 and USD 1 Million with the rest
owning a wealth above USD 1 Million.

TOTAL WEALTH Vs WEALTH/ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH SEGMENTATION PER ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH RANGE DISTRIBUTION

Source: Credit Suisse Global Wealth Databook 2015

HIGH NETWORTH SEGEMENTATION 2015

Source: Strategy& , Global Welath Data Book, BEMO Research
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BAHRAIN
TOTAL WEALTH Vs WEALTH/ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH SEGMENTATION PER ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH RANGE DISTRIBUTION

Source: Credit Suisse Global Wealth Databook 2015

Bahrain is generally considered a wealthy country, however its dependence on oil prices recently
hurt its economy. Failure to achieve a political resolution of the country’s ongoing crisis also weighed
on wealth growth. Large part of the adult population wealth ranges between USD 10,000100,000. Debt levels per adult are high. Adult
ratio is lower than neighboring countries partly
due to failure to attract as many expats as UAE
and Qatar. Bahrain has the most equal wealth
distribution for its citizens among GCC.
Although Bahrain has one of the lowest Gini Coefficient, wealth is concentrated in the Affluent and
the High Net Worth Individuals segments with USD
30 Billion (38%) and USD 35 Billion (44.5%) respectively while Ultra High Net Worth Individuals
hold USD 13.5 Billion of the total wealth. When it
comes to the segmentation of households, the Affluent segment contains 50,000 representing
85.2% of the total, with the High Net Worth segment representing 14.5% at 8500 households,
and the Ultra High Net Worth Individuals comprise 0.3% of the surveyed population.
The average wealth per Affluent individual stands
at USD 600,000 while an average High Net
Worth Individual will have a wealth of USD
4,100,000 which is significantly less than the mean
wealth per Ultra High Net Worth Individual at
USD 104,000,000. Looking at the whole population of Bahrain, the average wealth per adult is
USD 49,163 with 30% of the adults owning a
wealth under USD 10,000, 58.7% between USD
10,000 and USD 100,000, 11% between USD
100,000 and USD 1 Million and 0.2% over USD
1 Million. These numbers show a big disparity between the social classes in Bahrain.

HIGH NETWORTH SEGEMENTATION 2015

Source: Strategy& , Global Welath Data Book, BEMO Research
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KUWAIT

Despite efforts to modernize and diversify Kuwait’s economy, oil dependence remains dominant. The country just recouped the loss of wealth
in 2011 but lower oil prices weighed on growth.
Kuwait is considered to be in the high income
group with average wealth per adult of USD
113,419, ranking third among the GCC. Political
tensions remain high, and economic policymaking
has been constrained by disputes between the
royal family and parliament. This will inhibit the
growth and redistribution of wealth among citizens.
The wealth distribution in Kuwait is heavily concentrated in the High Net Worth Individuals and
the Ultra High Net Worth segments constituting
86% of the total wealth. Affluent households in
Kuwait hold 14% of total wealth, or USD 30 Billion while the High Net Worth Individuals possess
USD 105 Billion and USD 110 Billion are held by
the Ultra High Net Worth segment. Household
numbers show that the Affluent is constituted by
75,000 households, 67.5% of the population surveyed. The High Net Worth segment holds
35,000 households (31.5%) while the Ultra High
Net Worth Individuals amount to 1,000 households representing 1% of total households.
The mean wealth per affluent individual in Kuwait is USD 466,666 which is considerably less
than that of an average High Net Worth household who owns USD 3 Million. The disparity is obvious looking at the average Ultra High Net
Worth Individuals who hold USD 110 Million per
household, 36 times more than the average
household in the lower segment. On a larger
scale, the adult in Kuwait has an average wealth
of USD 113,419 with 20.5% of the total population having wealth under USD 10,000. The majority, standing at 58.2% of the population, has a
mean wealth between USD 10,000 and USD
100,000 while 20.2% hold between USD
100,000 and USD 1 Million. The minority, who
own above USD 1 Million, represent 1.2% of the
total Kuwaiti population.

TOTAL WEALTH Vs WEALTH/ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH SEGMENTATION PER ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH RANGE DISTRIBUTION

Source: Credit Suisse Global Wealth Databook 2015

HIGH NETWORTH SEGEMENTATION 2015

Source: Strategy& , Global Welath Data Book, BEMO Research
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SULTANATE OF OMAN
TOTAL WEALTH Vs WEALTH/ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH SEGMENTATION PER ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH RANGE DISTRIBUTION

Source: Credit Suisse Global Wealth Databook 2015

HIGH NETWORTH SEGEMENTATION 2015

Sultanate of Oman is an upper middle-income
economy with notable oil and gas resources and
substantial trade and budget surpluses. Petroleum
accounts for 64% of total export earnings, 45%
of government revenues and 50% of GDP. Despite the slump in oil prices, wealth continued to
increase at a stronger pace than neighboring
countries. Oman has the lowest level of debt per
adult and one of the lowest ratios of adults/
population among GCC. Oman has a fair distribution of wealth among citizens.
The Affluent and the High Net Worth Individuals
segments hold a combined 79% of the total
wealth, with USD 50 Billion (41.6%) and USD 45
Billion (37.5%) respectively. Ultra High Net Worth
Individuals on the other hand hold 21% of the
Omani Wealth. Households are heavily concentrated in the Affluent segment and it consists of
85,000 households or 89%. The rest are distributed between the High Net Worth (10,000 households or 10.5%) and the Ultra High Net Worth
(200 households or 0.5%).
Analyzing the ratio of wealth to the number of
households shows us that an average Affluent
household has a wealth of USD 588,000, while an
average High Net Worth Individual will have a
wealth totaling USD 4,500,000. The mean wealth
per Ultra High Net Worth household stands at a
staggering USD 125 Million. On the other hand,
the average adult in the Sultanate of Oman will
have a wealth of USD 50,362 knowing that
31.7% of the population have a wealth under
USD 10,000, 57,8% between USD 10,000 and
USD 100,000. Adults owning a wealth between
USD 100,000 and USD 1 Million constitute 10.2%
of the Omani population with the rest (0.4%) owning more than USD 1 Million.

Source: Strategy& , Global Welath Data Book, BEMO Research
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QATAR

Qatar has a high standard of living and a high
income. It has been largely unaffected by social
unrest and civil conflicts that have fragmented
some other countries in the region and benefits
from a relatively high level of political stability
and respect for the rule of law. Total Wealth
doubled in the last 5 years bringing the country
to have the highest level of wealth per adult
among GCC at USD 156,986 . The level of debt
per adult in Qatar represents a very small portion compared to the total wealth held by adults.
USD 25 Billion of the Qatari wealth is attributed
to the Affluent segment of the society representing 14.5% of total wealth of USD 172 Billion.
The High Net Worth Individuals hold USD 75 Billion, or 43.6% leaving the Ultra High Net Worth
with USD 72 Billion constituting 41.9% of the surveyed population. Households in the contrary are
concentrated between the Affluent segment
(40,000 households or 65%) and the High Net
Worth Individuals (34%) leaving the Ultra High
Net Worth with 500 households.

TOTAL WEALTH Vs WEALTH/ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH SEGMENTATION PER ADULT

Source: Credit Suisse Global Wealth Databook 2015

An average Affluent household has a wealth of
USD 625,000 while the average wealth of a
household in the High Net Worth Individuals segment is USD 3.5 Million. The Ultra High Net
Worth has the highest wealth per household
standing at USD 131 Million, 37 times that of a
household in the High Net Worth segment. Qatar
has the following distribution of adults by wealth
range: 15% with a wealth under USD 10,000,
50.8% with a wealth between USD 10,000 and
USD 100,000, 31.7% have between USD
100,000 and USD 1 Million and 2.5% have a
wealth above USD 1 Million.

WEALTH RANGE DISTRIBUTION

Source: Credit Suisse Global Wealth Databook 2015

HIGH NETWORTH SEGEMENTATION 2015

Source: Strategy& , Global Welath Data Book, BEMO Research
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UNITED ARAB EMIRATES
TOTAL WEALTH Vs WEALTH/ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH SEGMENTATION PER ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH RANGE DISTRIBUTION

Source: Credit Suisse Global Wealth Databook 2015

The United Arab Emirates is a high income country.
It is a rich and open economy with a high per capita income and a sizable annual trade surplus. The
global financial and economic crisis, tight international credit, falling oil prices, and deflated asset
prices, caused the UAE economy to shrink in 2009
but soon recovered and more than doubled in the
past 5 years. The UAE has a large share of its
population with wealth exceeding USD 100,000
with more than 1.5% among the High Networth
range.
The United Arab Emirates has a fairly well balanced wealth distribution with the affluent holding
20% of total wealth amounting to USD 135 Billion, the High Net Worth holding 44%, or USD
295 Billion and the Ultra High Net Worth representing 33% with USD 225 Billion. Households on
the other hand are concentrated in the Affluent
segment with 335,000 households, 80,000 in the
High Net Worth segment and 1,100 in the Ultra
High Net Worth. These represent 80.5%, 19%
and 0.5% of the total number of households respectively.
Only 15% of the population of adults have a
wealth under USD 10,000, 50.8% own between
USD 10,000 and USD 100,000, 31.7% of the
adults have a wealth between USD 100,000 and
USD 1 Million and only 2.5% have more than USD
1 Million. The average wealth per adult in the
United Arab Emirates is USD 144,377. The affluent household in the United Arab Emirates has an
average wealth of USD 462,687. While the average High Net Worth household accumulates a
wealth of USD 3.7 Million with the Ultra High Net
Worth having the highest at USD 205 Million.

HIGH NETWORTH SEGEMENTATION 2015

Source: Strategy& , Global Welath Data Book, BEMO Research
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LEBANON

Lebanon’s wealth has been stagnant to decreasing affected by the region’s worsening security
situation and the flow of refugees entering the
country. The intensification of the war in Syria
and the risks of the conflict being extended to
Lebanese territory will continue to curb any
growth. Wealth per adult has been decreasing
sharply since 2010. Lebanon has one of the highest wealth inequality levels with Gini coefficient
at 84. More than 66% of the population estimated wealth is less than USD 10,000.
Lebanon’s wealth is fairly concentrated in the Affluent and the High Net Worth segments with the
first holding USD 35 Billion, representing 38.4%
of the total, the latter owning USD 39 Billion or
42.3%, leaving the Ultra High Net Worth segment with USD 17 Billion. Households on the other
hand are heavily concentrated in the Affluent
segment with 74,700 households constituting 85%
of the total number of households. The High Net
Worth households’ count is at 12865, with the
Ultra High Net Worth at 183 households.

TOTAL WEALTH Vs WEALTH/ADULT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH SEGMENTATION PER ADULT

Source: Credit Suisse Global Wealth Databook 2015

The mean wealth per Lebanese adult is at USD
3,024. An average Affluent household in Lebanon has a wealth of USD 468,540, a significant
difference from the High Net Worth household
who owns an average wealth of USD 3 Million.
The Ultra High Net Worth segment has the highest mean wealth per household standing at USD
93 Million. A massive 66.7% of Lebanese adults
have a wealth under USD 10,000, 30.2% between USD 10,000 and USD 100,000. That’s a
concentration of 96.9% under the USD 100,000
limit signaling a very big disparity in the wealth
distribution in the country. 2.8% have a wealth
between USD 100,000 and USD 1 Million with
the remaining 0.3% have a wealth over USD 1
Million

WEALTH RANGE DISTRIBUTION

Source: Credit Suisse Global Wealth Databook 2015

HIGH NETWORTH SEGEMENTATION 2015

Source: Global Welath Data Book, BEMO Research
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REGIONAL FOCUS
POPULATION (in Thousands)

Source: Credit Suisse Global Wealth Databook 2015

ADULT RATIO

Source: Credit Suisse Global Wealth Databook 2015

GINI COEFFICIENT

Source: Credit Suisse Global Wealth Databook 2015

WEALTH SEGMENTATION PER ADULT

Source: Credit Suisse Global Wealth Databook 2015

FINANCIAL WEALTH/ADULT

Source: Credit Suisse Global Wealth Databook 2015

DEBT/ADULT

Source: Credit Suisse Global Wealth Databook 2015

NUMBER OF HNWI IN THE REGION

Source: Strategy& , Global Welath Data Book, BEMO Research
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WEALTH PATTERNS IN THE
REGION
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TRUST & CONFIDENCE
The Global HNW Insights Survey 2015 revealed
that MENA HNWI are more optimistic about the
financial markets. Around 67.50% of the region‘s
HNWI have trust and confidence in the financial
markets, compared to 58% globally, 48% in Europe and around 64% in North America. Among
those who have confidence in the financial markets, 29.90% reported high trust and 37.60%
reported somewhat high. Conversely, 10% reported somewhat low confidence, with 3.90%
and 1.80% with low and very low standpoint.
REGULATORY BODIES

CONFIDENCE
LOW

HIGH

FINANCIAL MARKETS

CONFIDENCE
LOW

HIGH

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

MENA HNWI display strong confidence in the regulatory bodies and institutions with 72.60% entrusting
their institutions. Globally, investors show 56% trust in
their regulatory bodies with 48% in Europe and 57%
in North America. This confidence has been supported
as many countries such as the GCC and Lebanon
strengthened banking supervision and regulation as
they inspect and audit banks. Only 16.90% of the
individuals surveyed expressed lack of strong confidence in the governing and supervisory authorities.

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

MENA HNWI strongly entrust their wealth advisor, 35.6% display strong trust compared to
21.6% globally, 29% in North America and
18.5% in Europe. Overall, 85% of MENA HNWI
have confidence in their advisors, higher than other regions. The understanding of trust is dramatically changing as wealth transfer is underway,
and as technology and regulatory changes bring
new transparency to the industry. These trends
might not have taken yet full effect in the MENA
region and could affect the confidence level.
PRIMARY WEALTH MANAGER

TRUST
LOW

HIGH

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

MAIN WEALTH ADVISOR

TRUST
LOW

HIGH

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

In a similar fashion, MENA HNWI strongly entrust
their primary wealth management firms, revealing a
strong correlation between the trust of the wealth advisor and the trust of the wealth management firm.
With 86.40% confiding in their wealth management
firms, 34.9% are strongly trusting their firms, followed by 29.3% and 22.2% gradually less confident
brackets. A significant share of High net worth individuals in the MENA uses the same bank for traditional banking and wealth management services, biasing
the confidence level.
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WEALTH MANAGEMENT APPROACH
NUMBER OF FIRMS

Analogous to global sentiment, 71.70% of HNWI in
the MENA region prefer operating with multiple
firms. Investors would rather work with various firms
each having a specific area of expertise instead of
delegating one firm to meet the full range of their
financial needs. Despite the advantage of a single
firm that ensures coordinated planning and facilitate
tax-efficient investing, investors are opting for an
unbundled approach for greater diversity subsequent to the financial crisis and wealth managers
misdeeds.

# OF FIRMS
SINGLE

MULTIPLE

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

MENA HNWI preference for Personal Wealth
Advice and Family Wealth Advice is balanced
with 55.40% to 44.60%, yet the preference for
Family Wealth slightly overtakes other countries
and the global average partly due to cultural
factors in which the head of family usually curates for the total family wealth. Personal wealth
advice could encompass Portfolio advice, asset
protection and tax planning but would extend to
include succession planning, enduring legacy and
philanthropy under family wealth advice.

PERSONAL VS FAMILY WEALTH

WEALTH ADVICE
FAMILY

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

NEEDS COMPLEXITY

Complex needs are more required by MENA HNWI
compared to other parts of the globe. Around 55%
of the investors are looking for complex services that
encompass their businesses, extended family and
philanthropy. The remaining part (45%) of the investors are more aligned with Global and North American investors, they demand straightforward services
such as managing cash and credit, and growing their
investments.

NEEDS
STRAIGHT

PERSONAL

COMPLEX

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

Typically, most countries exhibit a balance of preference between wealth growth and wealth preservation. The MENA HNWI are no outliers with
51.20% focused on growing their wealth compared
to 48.80% aiming at preserving their wealth. The
balance is rationalized by a shift in the investment
approach as people approach retirement. At a
younger age, the goal is growth but as individuals
grow older the goal changes to wealth preservation
by a combination of conservative investing, sensible
cash flow, risk management and tax reduction.

GROWTH VS PRESERVATION

WEALTH
PRESERVATION

GROWTH

Source: Capgemini & RBC WM Global HNW Insights Survey 2015
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WEALTH MANAGEMENT RELATIONSHIP
MENA High Net Worth individuals’ preferences
for wealth management relationship is fragmented into two equal groups. The first group would
rather have a single touch point with one individual who facilitates all aspects of the relationship
with the firm while the other group would rather
coordinate with different experts at the wealth
management firm to deal with their specific requirements. The same preference is perceived
among other regions with the exception of North
America which favors a single touch point.
TYPE OF BENCHMARK

BENCHMARK
FINANCIAL &
LIFE GOALS

FINANCIAL

SINGLE VS MUTLIPLE TOUCH

# EXPERTS
MULTIPLE

SINGLE

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

The region’s investors are more inclined (63.40%) to
measure the success of their portfolios based on their
own financial and life goals, irrespective of the financial market and benchmarks, whereas the assessment
of success is more balanced between financial goals
and financial market performance and benchmarks in
more developed countries such as North America. Remarkably, around 19% of the MENA HNWI attribute
high importance to financial goals and measurement
compared to less than 9% in other regions.

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

Europe is more inclined to avoid in-house structured products, partly due to the furtherance of
the European crisis including its banks and financial institutions which shattered the confidence in
the system. Nearly half of the Middle Easter and
North African wealthy individuals reveal comfort
for in-house products that are adequate for their
needs. This could be also attributed to the appetite of MENA investors to Shariah compliant investment offered by domestic wealth managers
as in-house products.
PROFESSIONAL ADVICE

ADVICE NEED
LOW

HIGH

IN-HOUSE PRODUCTS

COMFORT WITH IN-HOUSE
PRODUCTS
LOW

HIGH

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

The need for professional advisors is less evident in
Europe compared to North America, with around
65% of individuals in the latter seeking professional
advice. Around 45% in the MENA dismiss the need
for professional advice, and 55% required the engagement of an investment advisor to help them with
their investment decisions. This preference is highly
dependent on the level of complexity of the investments sought for and the knowledge and expertise of
the investors.

Source: Capgemini & RBC WM Global HNW Insights Survey 2015
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WEALTH MANAGEMENT SERVICE
REPORTING FREQUENCY

HNWI are becoming more demanding for offerings
from wealth management firms. Young tech savvy
HNWI are demanding new technology-specific services. Accessibility and mobility are changing the
way wealth is tracked. This emerging trend is shifting
MENA investors’ requirements to real time/anytime
reporting rather than the traditional scheduled reporting. More than a quarter of HNWI strongly
highlight the importance of this trend especially for
active management which would require real-time
scenario analysis.

REPORTING
SCHEDULED

REAL-TIME

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

Demand for digital interactions through the
emerging channels of mobile applications, social
media, and video is growing among HNWI. More
expect most or all of their wealth management
relationship to be conducted through digital
channels due to accessibility and mobility convenience. Cultural preferences would still entail personal contact yet the pattern is skewing to digital
interaction. Asia Pacific for instance is much less
dependent on direct contact while MENA is marginally more dependent on Direct Contact.
COMMUNICATION TYPE

COMMUNICATION
COMPREHENSIVE FILTERED

DIRECT VS DIGITAL CONTACT

CONTACT
DIRECT

DIGITAL

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

With half of MENA HNWI preferring comprehensive
communication, around 25% would highly prefer
their wealth manager to keep them fully updated on
transactions, opportunities, events and news. Conversely, the other half would rather have their
wealth manager filtering communications to receive
necessary news and information. The type of communication is dependent on the management style
(active vs passive), investor’s risk tolerance, and their
appetite to engage in new investment opportunities.

Source: Capgemini & RBC WM Global HNW Insights Survey 2015

On average, global investors display equal preference between standardized and customized services. However, 61.50% of MENA HNWI desire
more customized services. The wealth of GCC investors, their willingness to pay more, complex requirements and Shariah compliant needs drive this preference. The industry is moving towards more tailormade/customized services for their clients. However,
many investors continue to be satisfied with a standardized level of service from their wealth managers
as long as it meets their needs.

LEVEL OF CUSTOMIZATION

SERVICES
STANDARD

CUSTOM

Source: Capgemini & RBC WM Global HNW Insights Survey 2015
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WEALTH SOURCE & ALLOCATION
SOURCE OF WEALTH

The 2015 edition of the GCC Wealth Insight Report indicates that among the wealthy GCC population, only 7% fully inherited their wealth, while
46% inherited their wealth and then grew it and
57% of the richest people in the region are selfmade. Some studies indicated that only 3 % of
the region’s super-wealthy made their fortune
through oil and gas. A study by Forbes reveals
that one third of the billionaires in the Middle
East are related to each other.

Inherited

Self-Made

Both

Source: GCC Wealth Insight Report 2015

PROFESSION
Professionals (Lawyers,
Doctors…)

Executive

One fourth of the HNWI Population in the region are
entrepreneurs. Corporate executive that benefited
from the fast expansion of companies and absence of
income tax represent around 34% while only 5% of
the HNWI population is represented by Professionals
such as Lawyers, Doctors etc. A large of the HNWI
population have not disclosed the nature of businesses.

Entrepreneur
Source: GCC Wealth Insight Report 2015

WEALTH ALLOCATION
Around one third of the region’s High Net worth individuals allocate their wealth in their own businesses.
The next biggest tranche is allocated to Real estate at 30%, higher than 2014 figures that indicated
25%. With around 16%, the Cash/Deposit represent a significant part of the wealth portfolio. Private
Equity investments represent 6%, similar to public equity investments, with a lesser allocation of 3% to the
bond market. However, when unexpected wealth is received, it is distributed primarily to the Real estate
market followed by reinvesting it in their own business, while keeping the remaining allocation virtually
unchanged. Significant risk aversion is displayed in the management of wealth.
This approach to traditional investments is also witnessed in their future allocation of wealth. More than
80% of the individuals would increase their exposure to Real Estate, with 18% keeping it unchanged.
Personal Businesses and Cash/Deposits are also added to portfolios in the event of future wealth with
64% and 55% respectively. About a third would keep their business investments unchanged, 38% would
keep their cash deposits unchanged and 7% would decrease their cash holdings.

2014

Real Estate
My own business
Private Equity
Cash/Deposit
Gold/Metals
Stocks
Bonds
Other

Source: GCC Wealth Insight Report 2015
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WEALTH MANAGEMENT PARTNERSHIP
SHARIAH COMPLIANT INVESTMENT

Among those surveyed 69% attribute high importance to Shariah Compliant investment offerings
by their banks. Shariah investments Iare nvestments
which are in accordance with the Islamic Principles.
The number of clients who believe that it is the most
important criteria has decreased however from 18%
to 6% between 2015 and 2016 as reputation, customer service and geographical presence have taken central stage. Increasing demand for Shariah
compliant services will nevertheless drive clients in
the GCC towards regional and local banks.

IMPORTANCE OF SHARIAH
COMPLIANCE

LOW

HIGH

Source: GCC Wealth Insight Report 2015

LOCAL VS INTERNATIONAL
LOCAL PARTNER

Access to Funds
Local regulations
Safer
Trustworthy

INTERNATIONAL PARTNER

29%
17%
15%
12%

33%
33%
24%
24%

Global opportunities
More knowledge
Global presence
Better service

Source: GCC Wealth Insight Report 2015

PERSONAL VS BUSINESS BANKING

More than half of the individuals, 55%, prefer to use
the same bank to manage personal wealth and business finance, the rational is based on ease of dealing with one bank, stronger relationship, and taking
advantage of full range of services. Conversely,
45% prefer to use separate banks to manage personal wealth and business finance, partly to keep
their finance separate, reduce their risks, increase
their financing accessibility as well as taking advantage of the opportunities available at both
banks.

Source: GCC Wealth Insight Report 2015

Around 87% of respondents prefer a full service
bank with Private Banking Capabilities, against
13% who prefer focused boutique private banks.
Investors who find a full service bank more convenient attribute it to better access to integrated services and expertise, better needs provisions and
more practical use of one bank for all aspects of
banking requirements. Those opting for boutique
private banks highlight the latter’s better services
and the specialized and tailor made services they
Source: GCC Wealth Insight Report 2015
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WEALTH MANAGEMENT PARTNERSHIP
SELECTING A BANKING PARTNER

The high standard and speed of services and the
reputation of the banks were among the most
important factors mentioned to selecting a wealth
management banking partner. The came with an
importance of 31% and 29% respectively.

FACTORS TO SELECT A BANKING PARTNER

31%
29%
24%
18%
16%
14%
14%
12%
11%
9%
7%
6%
6%
4%
2%
6%

Customer service and Shariah compliance rank
3rd and 4th with 25% and 18% of the people
surveyed mentioning them as factors to selecting
wealth management firms. Management, Transparency, Financial performance and reliability
take a lesser focal role in the selection process.
When assessing the significance of the factors to
selecting a banking partner, Bank reputation and
the level of service scored the highest with more
than 90% stressing their importance. Investment
experience and pricing structures show more balance but remain tilted towards high importance.
Family & Friends recommendation, Shareholders
and Board members, are still considered important though a growing portion of investors are
attributing less and less importance to these factors.

HIGH STANDARD/SPEED OF SERVICES
REPUTATION OF THE BANK

CUSTOMER SERVICE
SHARIAH COMPLIANT
FACILITIES OFFERED
GEOGRAPHICAL PRESENCE
STABILITY AND SECURITY
OFFER GOOD RATES
TRACK RECORD/EXPERIENCE
EASY ACCESS TO BANK
MEETING MY FINANCIAL NEEDS
MANAGEMENT
TRANSPARENCY/TRUSTWORTHY
FINANCIAL PERFORMANCE

Source: GCC Wealth Insight Report 2015

IMPORTANCE OF THE FACTORS WHILE SELECTING A BANKING PARTNER

Source: GCC Wealth Insight Report 2015
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WEALTH ALLOCATION
REGIONAL ALLOCATION

While much of the regional wealth is getting reinvested in the region, many are exploring global opportunities as part of diversification and wealth
preservation efforts. Wealthy individuals have become more cautious due to the high volatility in asset
prices. Following the global economic slowdown, investors risk appetite faded and they turned towards
wealth preservation and regional investments, namely in industrials and real estate.
Middle East and Africa HNWI invested 57% of their
wealth domestically, with 42% in Africa and 15% in
the Middle East. Marginally more than 40% of the
investments are allocated outside the region with
11% in Western Europe, 9% in each of Asia Pacific
and North America and around 5% in remaining regions. MENA HNWI reallocated around 3-4% of
their investments back into the Middle East between
2014 and 2015, while reducing their Latin America
exposure.

Source: World Wealth Report

Investments of passion include jewelry, gems and
watches, luxury goods and luxury collectibles such as
automobiles, boats and jets, art, sports investments
such as sports teams, sailing, race horses, and other
collectibles such as coins, wine, or antiques.

INVESTMENTS OF PASSION

The spending of Ultra High Net Worth individuals on
luxury goods is set to increase globally this year. The
Wealth Report’s Attitudes Survey found that over a
third of the wealth advisors expected their clients to
spend more on luxury goods this year, while only
seven per cent predicted a fall in expenditure.
Qatar topped the index, followed by UAE and Saudi
Arabia in the Middle East
Individuals in the region have reduced their exposure
to art, and jewelry despite the latter seizing 31% of
their total allocations, while increasing their exposure
to sports investments (11%) and collectibles (23%).
Their investments in luxury goods and collectibles remained virtually unchanged.
Source: World Wealth Report
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WEALTH MANAGEMENT TRENDS
& CHALLENGES

33

Wealth Management in Lebanon & The GCC : Navigating through Change

July 2016

GLOBAL WEALTH MANAGEMENT TRENDS
There is a fundamental paradigm shift in the wealth management industry. The essential axioms that governed investor’s behavior and the practice have been discredited. Instead of seeking capital gain, investors seek capital preservation. Institutions, governments, pensioners, and investors allocate utmost importance on their investments volatility and how to minimize it and hedge it to circumvent unforeseen
events, or at least survive it. As the risk appetite fades, expected returns for investors will inevitably hover
less than a double digit. Furthermore, investor are looking for more diversification that extends beyond
the US and EU markets, more balanced with the emerging market.
This entails new challenges for the industry encompassing the enhancement of operational efficiency, complying with a more complex regulatory environment, adapting to customers’ needs and establishing clear
brand identity and unique differentiation. Clients are becoming increasingly sophisticated with a decreasing confidence in the industry practice.
Confidence is of utmost importance in the wealth management industry. The basic proposition of the industry is to gain the clients confidence to manage their wealth, on a “risk-adjusted” basis better than a bank
deposit. After the financial cataclysm and the emergence of systemic risk, investors became more concerned about the operational risk, liquidity risk, governance and transparency rather than performance
only. Moreover, the uncompleted reconfiguration of the financial system coupled with meager and precarious global economic recovery rendered investors more risk averse.

Lack of confidence, risk aversion and transparency all contributed in growing investors’ sophistication. Investors are now savvier and more technically knowledgeable about portfolio management risks and costs.
They therefore require a more personalized and advanced service from wealth managers.
Transparency has taken a center stage in the practice; To remain competitive firms need to follow the
trend to establishing trust and being transparent with investors, especially after the exposure of several
frauds and schemes in financial industry. The new transparency requirement extends from the strategies
used to manage the funds, the brokers used, custodianship, and the charges born for the risks taken.
Another game changer surfaced with the emergence of new compliance requirements affecting the industry’s value chain by reshaping its infrastructure. FATCA, Dodd-Frank Rule, new Basel accords and other
regulations are evidence of a determined move towards the standardization and globalization of financial regulatory policy. Regulatory change will continue to reshape internal policies and procedures, and
increase scrutiny by regulators.
Wealth managers are capturing less value as their revenue margins shrink; Clients’ willingness to pay has
decreased significantly for the previously standardized services provided while costs (Back office, compliance, IT) have increased. The new Mantra for wealth management firms is inclined towards more focus on
the core business with aggressive cost management.
Firms are concentrating more on core competencies such as portfolio management, client service and compliance. Non-core functionalities are more prone to being outsourced, offshored, shared or downsized in
favor of implementing better technology and processes.
With most service businesses moving towards digitization, wealth management is no outlier. The digital
universe will reshape the interaction channels between advisors and their clients. Information Technology
allows firms to create more value for their clients and reduce their costs significantly by opting for a multichannel for communication that complements the physical contact with a digital access.

As both regulatory and technological drivers remodeling wealth management, and as firms struggle to
create and capture value as costs continue to rise, the industry is inevitably heading towards more consolidation. Players are reaching scale through growth, outsourcing, partnerships or mergers and acquisitions.
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DIMINISHING VALUE FOR WEALTH MANAGEMET FIRMS

Drivers that are destroying Value for Wealth Managers

Client
Value

Changing Client Behavior

Lower Profitability

Total
Value

Wealth
Management
Firm Value

Cost to
Service

Digitization Capability
Requirement

Increasing Regulation and
Compliance requirements

Increasing Competition
from traditional and NonTraditional Players

Source: BEMO Research
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CLIENT BEHAVIOR
The new generation of investors comprises the millennial generation, through intergenerational transfer of
wealth, and entrepreneurs who are often involved in innovative industries. These investors, shaped by new
technologies and living through the financial crisis, display a different thinking pattern, standards and
have different expectations from their wealth managers. Their knowledge and expectations are increasing with a focus on value, choice and convenience. They demand a clear value proposition.
CHALLENGE # 1: RISK CONSIDERATIONS





High skepticism among investors
Higher transparency demands
Risk considered as a disadvantage rather than a market factor
Risk management and asset protection supersede performance and return

CHALLENGE # 2: BEHAVIOR CHANGE





Increased client autonomy and usage of DIY (Do-It-Yourself) solutions
Redefinition of Client/Wealth Manager relationship and expectations
Redefinition of success factors to include value to socially responsible investments
Consultation of different advisors, peers, media other sources before taking decisions

CHALLENGE # 3: SERVICE REQUIREMENTS





Strong preference for digital tools while preserving traditional channels
Increasing Demand for a holistic approach (Lifestyle & Wealth Transfer Objectives)
Need for broader array of services (Online research, portfolio tools, scenario testing)
Demand for differentiated and tailor made “Just for Me” solutions

SURVEY: TRENDS INFLUECING ASSET INVESTMENTS
Holistic Goal Planning 45%
Geographic Diversification 42%
Generational wealth tranfser 38%
Desire to consolidate assets 37%
Access to product specialists 32%
Improved service experience and tools 23%
Balance of personalized advice and self-service 23%
Shift from commission to fee-for-service 15%
Shift toward non-traditional investments 13%
Source: EY Closing the Gap: 2014 Wealth Management Survey
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SURVEY: SHIFTING DYNAMICS BETWEEN GENERATIONS
Portfolio Performance
 Baby Boomers and older
Advisor Relationship
 Next Generation
Comprehensive Financial picture

Firm Reputation

Goal Financial Planning

Frequency & Quality of Interactions

Comprehensive Product

Digital Technology Channels
Transparent Reporting

Source: EY Closing the Gap: 2014 Wealth Management Survey

SURVEY: CHANGING COMMUNICATION CHANNELS FOR THE FUTURE
In-Branch Face to Face

 Today
 in 3-5 Years

Telephone
Direct Mail

Email

Tablet

Firm Website

Out of Branch Face to Face

Smartphone
Online

Source: EY Closing the Gap: 2014 Wealth Management Survey

MAJOR SHIFTS IN SERVICE OFFERINGS & COMMUNICATION CHANNELS

Comprehensive product
Comprehensive financial picture
Smartphone
Advisor relationship
Portfolio performance
Face-to-face (In branch)
Frequency and quality of interactions
Firm Reputation/Trust
Transparent reporting
Source: EY Closing the Gap: 2014 Wealth Management Survey
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COST-EFFECTIVENESS
The wealth management’s traditional expansion model is struggling with a high cost-income ratio while
concurrently being challenged by a fundamental shift in clients’ needs and demands. Maintaining client
profitability, re-building asset bases and at the same time sustaining fee structures is becoming a difficult
challenge for wealth management firms. Many drivers are directly pressuring margins and profitability
and the current event-based pricing model is no longer profitable.
CHALLENGE # 1: DEMAND DRIVERS
 Diminishing Desire for Complex Financial Instruments
 Migration Away from Discretionary Mandates
 Increasing Demand for Tailor-Made Services

CHALLENGE # 2: SUPPLY DRIVERS
 Commoditization of Traditionally Core Services
 Low-Cost Online Brokerage Services and Automated Advisors
 Strong Competition from Traditional and Non-Traditional players

CHALLENGE # 3: COST PRESSURE





Decrease in assets’ value and greater assets’ price sensitivity
Pressure on Management Fees
Increasing Regulatory Control and Requirements
Higher Transparency on Fees

SURVEY: CURRENT FEES IN APPLICATION WITH CLIENTS

Transaction Fees

(e.g., by order executed)

Management Fees

(e.g., on assets under discretionary mandate)

Custody Fees

(e.g., on assets held in custody)

65%
65%
58%

Performance Fees

35%

All in One Model

35%

Advisory Fees

27%

(e.g., on annual portfolio performance)

(e.g., one fee combining all the above)

(e.g., per hour spent, per structure designed)

IN 5 YEARS

Source: Deloitte: Wealth Management & Private Banking: Connecting with Clients and reinventing the value proposition
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ANALYSIS: REVENUE DEVELOPMENT TRENDS
Middle East
Asia
Latin America
North America
Europe

Revenues in Europe and North
America remain subdued,
pressured by political and
macroeconomic uncertainties
and regulatory complexities.
The Middle East, Asia and Latin America witnessed large
AUM growth that helped boost
revenues.

Source: Company Reports, Strategy& Analysis

ANALYSIS: COST/INCOME RATIO TRENDS

78%

75%

64%

Europe North America LATAM
Source: Company Reports, Strategy& Analysis

56%

76%

Middle East

Asia

Cost management is better in
North America vs Europe due
to more flexible head count
policies and less painful regulations. Asia is highly affected
by higher regulation costs. Latin America struggles to reach
scale and improve efficiency
and product offerings. The
Middle East fares better due
to high lending rates and less
complicated banking products.

SURVEY: IMPORTANCE OF WEALTH MANAGEMET CAPABILITIES

Strong wealth planning tools
Access and Service through different channels
Timely and detailed statements
Availability of high-quality research
Wide geographic reach
High overall service quality
Risk Management capability
Fee Transparency
Source: World Wealth Report
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REGULATORY LANDSCAPE
Stringent regulatory compliance requirements are redefining the Wealth Management setting. The costs
and complexity associated with current and upcoming regulations present a big challenge. According to
the Thomson Reuters Annual Cost of Compliance survey, the compliance cost is expected to rise significantly (namely in the Middle East) as firms navigate both international and domestic rules. The influence of
governments could result in conservative practices and tighter licensing requirements for wealth managers.
CHALLENGE # 1: REGULATORY LANDSCAPE





Accelerated rulemaking and tightening of existing regulations
Necessity of compliance with cross-border regulations
Higher and more responsive risk management requirements
Increasing costs of compliance (Staff, Systems, Efficiency)

CHALLENGE # 2: REPORTING REQUIREMENTS
 New reporting and registration requirements
 Higher Demand for consolidated reporting
 Higher frequency of regulatory reporting
 Cyber attacks Heat Up

CHALLENGE # 3: DATA MANAGEMENT & INFORMATION





Obsolete and Inadequate data management systems
Increasing data overload and extraction limitations
Higher customer demand for information and transparency
Increasing requirement for Risk Disclosures

SURVEY: EXPECTED INCREASE IN COST OF COMPLIANCE
 Senior Employees
 Total Employees
 Budget
75%

80% 84%

78%

71%

69%

65%

60% 61%
40%

33%

28%

14%
UK & EU

15%
US & CANADA

12%
ASIA

Source: Thomson Reuters: Cost of Compliance 2015
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DIGITIZATION
Digitization is a fundamental transformation of client-advisor interaction enabling new ways to cater for
their needs with improved decision-making. Accessibility of information, convenience, and connectivity proposed new value for clients. Surveys indicated high levels of HNWI attrition risks for lack of integrated
channels and digital platforms. Digitization is no longer an attractive offering but an imperative one.
Companies face challenges with digital security and integrating digital processes with existing ones.
SURVEY: ATTRITION DUE TO LACK OF DIGITAL CAPABILITY
BY REGION

Latin America
Asia-Pacific ex Japan
Middle East & Africa
Global
Europe
Japan
North America

BY AGE

87.1
82.8
75.6
65.3
62.7
63
56.4

Under 40
40-49
50-59
60+
Global

79.7
67.8
60.5
49.5
65.3

BY WEALTH BAND

1-5M
5-10M
10-20M
20M+
Global

65.3
68.2
70
63.3
65.3

Source: Capgemini: Wealth Management in the Digital Age

SURVEY: IMPORTANCE OF DIGITAL CAPABILITIES

In-Person/Phone

Website

Email

Mobile App

Social Media

Video

Inform
Engage
Transact
Inform
Engage
Transact
Inform
Engage
Transact
Inform
Engage
Transact
Inform
Engage
Transact
Inform
Engage

Under the Age of 40
52.2
59.3
54.4
57.2
57.7
64.5
55
58
53.9
45.6
46.2
47.7
40.5
36.3
33.5
42.8
40.9

Source: Capgemini: Wealth Management in the Digital Age
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Above the Age of 40
50.6
57.6
49.4
53.3
44.7
61.4
51.5
56
45.2
25.5
25.9
22.5
18.9
20.2
12.2
20.1
24
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COMPETITION SCENE
The wealth management landscape is becoming more crowded as players from adjacent industries such as
universal banks and insurance companies enter the space by leveraging their capabilities and extensive
existing relationships. Moreover, digital providers are also targeting the wealth management market. The
shift driven by these new entrants would have radical implications on the industry’s existing structure.
These players are destroying the value pool for existing players and are expected to gain ground. Consolidation in the industry is set to continue driven by shifting demands, tighter margins and differentiation
needs. Players are investing to complement customary channels while increased fee pressures, expense
control, regulatory compliance and reporting spending are threatening margins. These requirements and
margin pressures increase consolidation as a way to achieve cost synergies, combine resources and
achieve scale to expand their product offerings and develop multi-asset and multi-channel capabilities.
CHALLENGE : EMERGENCE OF NON-TRADITIONAL DISTRUPTIVE PLAYERS
 Automated Advisory Services: Robo-Advisors that eschew personalized advice in favor of algorithm-based asset allocation and basic investments in low-fee index and exchange-traded funds. (Betterment, Wealthfront, Nutmeg, Schwab Intelligent Portfolios)
 Financial management portal providers that track portfolio performance
 Open Investment communities: Platforms to share and discuss ideas and help guide
users to better making investment decisions by harnessing data from various portfolios.
(Open Folio, eToro, Motif Investing)
 Online comprehensive full suite wealth management providers. (Personal Capital)
Established online brokers with wealth management services (Charles Schwab)
 Non-Financial Services Companies: Companies that are introducing innovative instruments. (Alibaba Group’s USD 75 Billion AUM yield earning money market accounts)

ANALYSIS : NON-TRADITIONAL PLAYERS

EXPECTED INCREASE

Online WM
Non-Financial Players
Online Brokers
Specilised WM
Asset Managers
Financial Advisers
Premier Retail Banks
Large WM
Source: JP Morgan-Oliver Wyman Future of European Wealth Management

SURVEY: WEALTH MANAGEMENT TO CONSOLIDATE OVER THE NEXT YEARS
91% of Industry
Players expect a
Structural Change

Large Players to Acquire Smaller Players

85%

Smaller Players to Consolidate

73%

Larger Players to Divest Parts of Business

73%

Larger Players to Merge with Large Players

56%

Source: JP Morgan-Oliver Wyman Future of European Wealth Management
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MENA FOCUS
International Wealth managers expanded their offerings into the region leveraging on an initial inclination of GCC investors to invest abroad. Despite the strong wealth growth, GCC Banks are losing market
share for foreign players. The competition from international players seem to be more fierce and disadvantaging local players as clients increasingly seek more sophisticated investment solutions. As more international banks are prioritizing the GCC, they altered their model from “fly in, fly out” to setting up offices
and investing in locally domiciled physical infrastructure with GCC based advisors.

An increasing number of global houses entered or expanded their offices in the region, while many local
banks extended their services to include wealth management. Moreover, these firms were joined by pureplay wealth management companies as well as niche specialized players with focused expertise.
Competition is even more aggressive in terms of product offerings. International banks offer a wide array
of differentiated products and services, while local players’ offerings remain fairly basic and undifferentiated. As they fail to evolve, local players are sacrificing the premiums they charge for their services in
order to remain competitive.
CHALLENGE : FOREIGN BANKS TO SEIZE MARKET SHARE
 Foreign Banks
 GCC Banks

Source: Farazi et al

CHALLENGE : WEALTH MANAGEMENT PLAYERS & ADVANTAGE IN GCC

Local Banks





Large Potential Wealth Management Base in retail and corporate business units
Increasing Capabilities and standardization of operating model
Well-connected to local families

International
Banks





Offer Integrated solutions across business segments
Strong synergies and referral business from other units
Highly standardized offerings and operating model

Investment
Banks




Integrated capabilities with investment banking/corporate finance
Ground teams to target the high end of the HNW segment and UHNWIs

Pure-Play WM  Strong competences across HNWI segment, Strong Brand and Service Quality
 Strong Presence in the GCC
& Specialists  Focus on Family Office, UHNW & HNW
Source: Strategy&, BEMO Research

43

Wealth Management in Lebanon & The GCC : Navigating through Change

44

July 2016

July 2016

Wealth Management in Lebanon & The GCC : Navigating through Change

RESTORING VALUE FOR WEALTH
MANAGEMENT FIRMS
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RISK MANAGEMENT

ROADMAP FOR SOUND DELIVERY ON RISK MANAGEMENT AND COMPLIANCE
REQUIREMENTS
FRONT OFFICE







Raise awareness among wealth managers, employees and clients
Introduce Enhanced Client Onboarding Process (Business Process, Data Management)
Rebalance services portfolio and focus on core offerings
Review product groups and marketing materials
Review commercial relationships: custodians, prime brokers, administrators and commercial banks
Promote “Coopetition” using a cross-functional
team to insure meeting regulatory objectives.

OPERATIONS







Improve “Front-to-Back” Operating and Compliance Model
Forgo Legacy Systems and manual processes
Install strong risk and compliance structure
Enhance trade reporting and electronic connectivity
Restructuring clearing, settlement, reporting operations and collateral management

BOOKING & RECORDING







Mitigate increases in costs through automation and elimination of duplicative processes
Increasing data, reporting and record-keeping capabilities, including near real-time reporting
Acquire CRM Systems with predictive surveillance algorithms to monitor client data theft
Simplify data architecture by developing a single data model that supports all business events
Outsource non-sensitive information and data management

COMPLIANCE & RISK

 Restructuring risk management systems, including policy review, new tiers and categories of risk, and
operational risk control enhancement
 Review the legal framework and documentation
 Increase spending on Cybersecurity
 Improve regulatory reporting and data management

Reduce Risk

Increase
Efficiency

Reduce Cost
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Meet
Regulations

Allow
Scalability
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TURNING CLIENT ON-BOARDING INTO A UNIQUE SELLING PROPOSITION
CENTRALIZED CLIENT ON-BOARDING SYSTEM
Regulatory Demands
& Risk Management













Growth & Profitability

Risk-based approach
to AML and KYC
Supervise client behavior
Faster Time to meet &
adapt to regulation
Digital Signature
check
Preserve client data
secrecy
Automated Check
against World-Check
risk intelligence
Satisfy regulatory
demands
Reduce the overall
risk exposure
Access to compliance
documentation
Access to up-to-date
custodial processes
and forms













Increase product offering and services
Offer tailor-made
services using advanced data mining
Increase client access
to front office experts
Reduce project development
Reduce processing
costs
Reduce client acquisition cost
Increase operating
efficiency and scalability
service multiple lines
of business
Increase Sales Opportunities

Full Client View &
Client Centricity









Risk-based approach
to AML and KYC
Enhanced Client Centricity
detailed questionnaires gauging subtle
information
Create enhanced data management
Improve the accuracy
of data
Make processes
transparent for prospect identity, financial profile and risk
tolerance.

Efficiency &
Automation








Integrated Workflows
Reduce elapsed time
to on-board a client
One-Time Document
Acquisition
Swift transition from
prospect to client
Access to multiple
channels
Reduce paper documents

Source: BEMO Research

DIGITAL ON-BOARDING PROCESS

Online Doc Upload
Digital Recognition

Source: BEMO Research

SUBMISSION

PROCESS

REVIEW

SETUP

Auto-Validation Centralize database
Flag Follow Up Shared access to database
Intervention for inconsistencies
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CLIENTS APPROACH

ROADMAP FOR CHANGING WEALTH MANAGERS VALUE PROPSOTION AND ROLES

COMPENSATION STRUCTURES






Implement compensations structures based on client centric parameters (Retention Value, Consistency)
Opt for fee only models and avoid “churning” investors’ portfolios
Make team heads accountable for team and not just individual performance
Adding activity-based measures to the sales management system

WEALTH MANAGERS







Shift Wealth Managers to take the role of assemblers of competencies
Acquire wealth engineering expertise
Opt for a single point of contact model with the Wealth manager as point of interface
Develop Wealth Managers macro and asset class expertise
Increase mobility to expand reach beyond branch network

SEGMENTATION

 Segment clients based on their behavior rather than their age, wealth level, and risk profile
 Optimize team structures to match the exact nature and size of the client opportunity
 Adjust to the evolving demographics of investors and match them with front-line personnel
HOLISTIC-GOAL APPROACH

 Redesign model to holistic management combining lifestyle portfolio and wealth transfer
 Enhance services portfolio to include cash, credit, tax, estate planning, insurance, philanthropy, and
succession planning for corporate and private needs.
 Measure performance based on timely goal achievement rather than beating benchmarks.
 Centralize portfolio management to reduce costs and improve quality
PRODUCT OFFERING

 Adopt an innovative service-oriented rather than a product-oriented approach
 Democratize of access to esoteric assets classes and have open architecture for offerings
 Introduce Investment for passion, Social responsible investing and charitable advocacy
MULTI-CHANNEL APPROACH

 Introduce Multi-Channel model to complement inter-person dialogue between HNWI and WM
 Increase client access to information and DIY (Do-It-Yourself) solutions
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EMPLOYING A CLIENT CENTRIC MODEL
Traditional Model

Client Centric Model

Product Push

Tailor-Made

Face to Face

Multi-Channel

No Client Ownership

Clear Client
Ownership

Enablers

Deliverables

Discrete Segmentation using
predictive analytics

Diverse Offering

Clients’ Behavior and Buying Understanding clients needs and
preference
delivering continuous service
Foster a Pervasive clientcentric culture across all LOB

Close cooperation and prompt
problem resolution

Legacy systems
Data Silos

Data
Management

Data quality improvement
Client-Facing Technologies

Master data management reference architecture

Low Brand Equity

High Brand
Recognition

Evidence and Reputation for
client focus

Higher Referral rate and client
acquisition

Broad Segmentation

Defined Target
Segments

Robust understanding of
client lifetime value

Unique insights to clients’ segments and maturities

Volume Driven
No Post Sale Activity

Engagement
Model

Value based pricing and
retention/growth metrics

High Retention rate, Trust, Transparency and Reliability

Broad Range
Traditional Products

Focused
Product Range

Flexible design with transparent pricing

High Quality Proactive & Low
Cost Service

Admin Driven
Reactive Service

Value Adding
DIY Services

Seamless and multi-channel
client experience

New sources of revenue and lower administrative costs

Standard Service
Model

Manage Client
Lifetime Value

Holistic wealth management
approach

Holistic comprehensive advice
and planning

Source: BEMO Research

CLIENT SEGMENTATION VARIABLES


Integrated Data Hub and Advanced Data Analytics


Cost to
Serve

BROAD SEGMENTATION
 Miscue Clients Needs
 Untapped Client Potential
 Disproportionate Time and

Resource Allocation
 Failure to provide the right

service needed

Total
Wealth

Network
Value



Performance and Risk Analytics and Stress Test Scenarios

FOCUSED SEGMENTATION

Age, Sex,
Family Status

Communication
Preference
Career
Status

Centralized/Efficient Client Relationship Management System

Risk Profile

Tax
Status
Fee
Structure

 Miss out on Upselling and

Cross-Selling Opportunities
Source: BEMO Research
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Increase Productivity
Efficient Product/Service Mix
Enhance Marketing Focus
Unlock Business opportunities
Develop Stronger relationship
Improve Management Oversight
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DIGITIZATION

ROADMAP FOR COMPLEMENTING HUMAN ADVICE WITH DIGITAL
TECHNOLOGY & SOLUTIONS

TECHNOLOGY

 Adopt a transformative digital mindset building on global drivers
DRIVING INFORMATION

GOOGLE
SOCIAL INTERACTION

CUSTOMER EXPERIENCE

FACEBOOK

APPLE
AMAZON
FOCUSED SALE

 Invest in both technology and wealth managers to establish a hybrid advisory model
 Standardize and automate core banking platforms
INFORMATION

 Increase use of cloud computing (for non-critical tools and applications) to allow agility, flexibility
and scalability, replacing fixed cost by variable cost and reduce infrastructure costs
 Enhance information, engagement/communication and transaction capabilities
 Access to leads and facilitated referral through social network presence
 Increase use of predictive analytics for a better assessment of clients’ needs
 Develop big data opportunities to deliver key business insights
SERVICES

 Leverage digital and DIY – Do It Yourself – capabilities including e-trading platform, financial planning solutions…
 Participate in FinTech (Financial Technology)
 Acquire minority deals or white labels in specialists platforms to diversify investments
 Provide wealth managers with financial planning tools, access to specialists (legal, tax, philanthropy)
internally or through third parties
 Deliver differentiate propositions and seamless offerings such as data feeds and wealth management
tools
SECURITY

 Put in place a strong digital infrastructure and security protocols to avoid any incident affecting
HNWI.
 Ensure immunity against cyber-attacks or client data leakage
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THE BENEFITS OF DIGITIZATION IN WEALTH MANAGEMENT
Reduced Costs

Reduced Response Time

Customized
Platforms

Multi-Channel
Access

Effective Delivery
Do-ItYourself Ca-

Two Way Engagement

Interactive
Collaboration

Simplified
Client Access

Real-Time
Information &
Notification Increased Agility

Improved Client Acquisition/
Retention
Data
Transparency

Tailor Made
Advice

Digital Tracking

Improved Productivity

Source: BEMO Research

WEALTH MANAGEMENT DIGITAL OFFERINGS
Product Offering
 Product Buffet
 Overview of Account
 Calculator/Planning

Investment
 Access to E-Trading Platform
 Automated Trading Tools
 Algorithmic Trading Tools

Advisory
 Live Chat & Messaging
 Live Video Chat
 Screen/Tool Sharing

Portfolio Tools
 Online Portfolio
 Portfolio Measure
 Portfolio Risk Metrics
 Scenario analysis

Information
 Live Market Data Feed
 Access to Primary Information
 Real-Time Alerts/Notifications

Research
 Access to in-house research
 Access to third party research
 Access to news/Education Modules
Community
 Private Investment Solutions
 Access to Expert Forums
 Access to Exclusive Events
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PRICING MODEL

ROADMAP FOR REESTABLISHING PROFITABILITY AND PRESERVING VALUE FOR
WEALTH MANAGERS
PRODUCTIVITY

 Refocus Wealth Managers time for client-facing vs performing manual administrative activities
 Build integrated, end-to-end wealth management workstations including leading products and
productivity tools to optimize workflow
 Introduce new KPI Measures including NNA (New Net Assets), Retention, Referrals, Cross Sale
CLIENT RETENTION







Reward Client retention as new clients acquisition is far more expensive
Create incentives to invest in products that build long-term relations (Trusts, Loans, Retirement plans...)
Promote cross-selling and internal client transfers by collocating experts, building teams
Establish an organized referral processes
Develop Organic Growth aptitudes

VALUE-BASED MODEL

 Switch from event-based (transaction) fees to Asset-Based pricing to avoid cyclical and falling commission revenues.
 Asset-Based pricing to include advisory fees, management fees, performance fees and custody fees
under one model
 Differentiate pricing between segments while keeping pricing structures transparent
 Replace Discretionary Mandates with Private Labeled Funds
COST CONTROL

 Outsource/Merge back-office operations while maintaining distinct customer interface
 Introduce automated Front-Middle-Back systems
 Adopt a utility-based model for middle-back office functions
 Use data analytics to provide better understanding of clients’ needs and preferences while reducing
labor-intensive activities
 Implement cost tracking system
PRODUCT SERVICING






Restrict use of discounts to Team leaders
Optimize Product/Service Mix and focus on High Margin Products
Limit transaction errors
Achieve scale through outsourcing, growth or Mergers and Acquisitions
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RESTORING VALUE FOR WEALTH MANAGEMET FIRMS

Drivers to Restore Value for Wealth Managers
Front Office Excellence
Automated Reporting

Client
Value

Advanced CRM tools
Improved Risk Management

Client
Value

Client Centricity

Total
Value

Wealth
Management
Firm Value

Multi-Channel Approach
Holistic Management
Tailor-Made Solutions
Do-It-Yourself Tools

Wealth
Management
Firm Value

Embracing Digitization

Cost to
Service

Improved Cyber Security
Increase Mobility
New Pricing Model
Mergers & Acquisitions

Source: BEMO Research
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STRATAGEM FOR REGIONAL PLAYERS
Domestic Wealth Management firms still have the opportunity to build out their offerings and capture
more wealth by creating more value for their customers, managing their cost efficiently and capture more
value. They can attempt establishing a client centric model that extends across the GCC while moving towards digitalization and focus more on their core competencies.
Local players have an advantage in their deep knowledge of the local client base and a better understanding of their clients’ behavior and needs. Opting for a customer centric wealth management model
will enable local players to address many of the challenges they face. Client centricity allows building a
competitive advantage through product differentiation, efficient service and client satisfaction and sustainability.
Domestic players should opt out of the traditional “Product Push” Model towards a more “Tailored” offerings that is developed through an advisory process that confirms that the product offered is suitable to the
client’s risk appetite and objectives.
In terms of reporting systems, local firms should capitalize on technology; Instead of using multi channels,
firms need to offer a more holistic re-porting including consolidation of accounts, benchmarking, comparisons…

Also, they need to reconsider their reporting model to become more accessible anywhere and anytime,
while displaying fees, risk-return profiles and various scenarios and stress testing with the highest transparency.
The GCC is turning progressively as an attractive safe havens alternative as regulatory pressure, tax declaration and transparency emanating from the United States and Europe escalates. However, local GCC
regulators are also imposing more stringent rules, such as the Arab version of the Glass-Steagall Act dictating the segregation of traditional banking from wealth management operations.
Domestic players can take advantage of the current phase whilst the new local regulations start. Nevertheless, they need to establish an operational process that complies with the international standard but
also scalable to future unknown or anticipated changes and regulations.

Most international wealth managers aim at pursuing the High Net worth and Ultra High Net worth segments. The high costs brought competitors to set up channels in the GCC and to provide complex financial
solutions for these investors as firms require higher premiums and more volumes that can be satisfied by
these segments. However, a large part of these segments is already employed and offer less growth potential than the affluent, which remains largely untapped. Local Banks have the infrastructure to serve the
affluent segment at significantly lower costs than international players, allowing domestic firms to capture
more value.
As unsophisticated, price sensitive and demanding investors, the affluent remain in need of investment
managers at all times to keep them informed of the financial happenings and the best strategies to preserve/generate income on their wealth.
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To propose more value, it is imperative for local banks to be “Client Centric” and differentiate their offerings to cater for the affluent while moving towards the digital world. Firms need to provide a “one
stop shop” channel as a “pull” marketing strategy to offer their products and services while including simplified features including asset allocation, planning, consolidation, simulation…). Another strategy to add
value would be to introduce one solution that allows customers to access both online and offline channels
in a user friendly modern platform. To capture more value, local players need to restructure their compliance and suitability processes to reduce overhead and better satisfy the clients.
Domestic wealth managers did not yet succeed in differentiating themselves from international competition. They not only need to match the competencies and skills available in international banks, but they
also need to be part of the global shift from “product-push” to “need-based” advisory. However, the
sub-segments of the High Net Worth market present a great opportunity for local player to create and
capture value. Local banks need to identify these sub-segments that include female investors, inheritors,
senior executives, entrepreneurs, small and medium-sized enterprise owners, self-directed and heavy day
-traders, and clients who only want Shariah-compliant products. A second stage would include establishing
a proper infrastructure to tailor offerings and enhance the product delivery and innovation.
For instance, Millennial and female investors have great interest in in philanthropic advisory offerings and
social-impact investing, while entrepreneurs, on the other hand require short, timely, and focused communication under one online solution. Local Players must identify ways to service this sub-segment bearing their
costs in mind in order to capture these customers for the future.
Domestic players need to work on their brand identity. A Unique brand must be identified that communicates how they can add value to their customers and differentiates their brand identity from other players
in a competitive industry.
In order to compete with international players, it is important for domestic houses to develop the essential
capabilities required. Most vitally, firms need to upgrade their IT systems, modernizing their system architecture and develop data ware-house. The industry is moving towards a continuous multichannel and players need to cope with the technological advancement. Companies can automate their mid and back office
operations to eliminate time consuming manual activities and shorten processing time. Non-sensitive information processes can be outsourced to third parties under contractual agreement. Next, regional companies will need to gather business intelligence and insights to deliver tailored offerings by establishing a
social media presence and customer facing solutions to assess customer’s sentiment and enhance the lines
of communication with existing clients through external social platforms such as LinkedIn groups or Twitter.
Establishing 24/7 responsive service models to attend to clients is also of utmost perspicacity. They must
also strengthen the financial advisors’ community, such as through internal blogs or enterprise social networks. Moreover, regional banks must conduct a dynamic talent management to recruit, compensate, and
retain highly skilled employees who can provide a superior client-relationship experience.
For some regional banks that lack the capacity to rationalize their infrastructure, mergers and partnerships can provide the needed scale to survive. Alternatively, companies that lack in-house expertise can
explore opportunities for sub-advisory and white labeling with asset managers that have the skills necessary to deliver to investor expectations. There is also an emerging opportunity for banks to build more
strategic relationships with family businesses.
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