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IS THERE A FUTURE FOR AN INTEGRATED BUSINESS MODEL? 

 On a crisp, sunny morning in spring 2010, the chairman of Vontobel, Dr. Urs Widmer, and the 

chief executive officer, Herbert Scheidt, were walking on the roof-top terrace of Vontobel’s 

headquarters in Zurich. As they talked intensively about the future of their integrated business model, 

with private banking, investment banking, and asset management under one corporate umbrella, they 

reflected on the appropriateness of their model to face future challenges in the banking industry. The 

financial crisis of 2007-2008 had shaken the worldwide banking industry to its core and made it clear 

that investment banking had become an "unloved" stepchild, despite its high profitability in 

prosperous periods. Any bank engaging in such business was exposed to negative reputational spill-

over effects on its other lines of business, especially private banking. Although well aware of this 

tendency, Herbert Scheidt and Urs Widmer felt confident that operating the three businesses in an 

integrated manner was the right approach and was also viable for the future. As they expressed it:  

 

"We stick to our strategy. [The year] 2008 was a difficult year due to the financial crisis and the 

general bad reputation of investment banking activities in the market; but we believe in the 

long-term sustainability of our business model and our values." 

 

SWISS PRIVATE BANKING INDUSTRY 

Private banking in Switzerland, which has a long and prosperous history, focuses on individual 

clients with large, free, available assets (mostly in excess of US $1 million) and offers a broad range of 

high-quality financial services. For decades, private banking has benefited from factors such as 

political neutrality (enabling Switzerland to evade two world wars in the 20th century), strict 

confidentiality laws, a stable political system, a strong and safe currency, and a highly skilled 

workforce. Swiss banks became the global vault for the safekeeping of assets from all over the world. 

Family offices (administering the wealth of single families), high net worth individuals, and 

institutional investors appreciated these advantages of the Swiss market. Swiss private banks 

flourished on this foundation and were able to position themselves successfully in the global industry.  
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As a result, Swiss private banks accumulated more than US $2 trillion1 of "offshore" assets, giving 

them 27% (based on 2007 figures) of the global market share in offshore banking2 (i.e., where assets 

are held "outside" the client’s country of domicile). Together with assets from onshore banking (where 

assets are held by banks operating in the client’s country of domicile), the entire Swiss private banking 

industry was estimated at an impressive CHF 4.7 trillion in 2008.3  

A closer look at this industry reveals both remarkable fragmentation as well as heavy 

concentration. The two largest players, UBS and Credit Suisse, hold almost 50% of all assets under 

management (AuM), while the next 11 players capture about 27% of the market, with AuM above 

CHF 50 billion per bank. Among these are Pictet, Julius Bär, HSBC Private Bank, Lombard Odier 

Darier Hentsch, and Zürcher Kantonalbank. The rest of the industry consists of about 26 banks with 

AuM of CHF 15-50 billion and over 70 banks with AuM less than 15 billion per bank (refer to Exhibit 

1 for illustration of the market structure). 

 The size of AuM is relevant, as private banks derive their profits from managing these assets. A 

typical private bank generates from its services about 100 basis points (bps) of operating income 

related to these AuM. Fees are charged against transactions conducted on behalf of the client, 

including specific custody services, transaction banking, prime brokerage, and product sales. Margins 

on offshore accounts tend to be higher than on onshore accounts and can reach up to 120 bps. Gross 

revenue margins on all AuM in the next few years are projected to be 75-90 bps.4  

 The industry consists of three distinct business models. First, the so-called "pure-play" model refers 

to private banks that focus entirely on private banking operations and include limited product 

engineering. Such banks' processes mainly involve market research, advisory services, asset 

allocation, and strong brand management. Second, integrated business models encompass not only 

traditional private banking activities, but also other activities found elsewhere in the global banking 

system, such as investment banking or asset management. Third, retail banks (also a universal 

business model) have a dense branch distribution; they offer, besides traditional savings and mortgage 

                                                           
1 KPMG & University of St.Gallen, Private Banking in Switzerland - Quo vadis? 2009 
2 Swiss Bankers Association „Wealth Management in Switzerland“ 2009 
3 KPMG & University of St.Gallen, Private Banking in Switzerland - Quo vadis? 2009 
4 KPMG & University of St. Gallen,  Private Banking in Switzerland - Quo vadis? 2009 
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activities for the mass market, only limited private banking activities to affluent and high net worth 

individuals. 

 

50%

27%

16%

7%

UBS & Credit Suisse

Banks (> CHF 50 bn)

Banks (CHF 15 bn - 50 bn)

Banks (< CHF 15 bn)

 

Exhibit 1: Swiss Private Banking Market Structure (based on AuM) 

(Source: KPMG & University of St. Gallen, Private Banking in Switzerland - Quo vadis? 2009) 

 

Beginning in 2008, Swiss private banking became the center of a regulatory storm. France, Great 

Britain, the United States, and Germany launched an international regulatory effort coordinated 

through the Organization for Economic Cooperation and Development (OECD) to curtail the use of 

offshore banks as tax shelters and to repatriate funds as tax revenues. In addition, the U.S. Internal 

Revenue Service launched a lawsuit against UBS to obtain the names of 19,000 U.S. clients with an 

estimated US $17.9 billion in undeclared accounts. At UBS’s Wealth Management division alone, net 

money outflows were a net CHF 107.1 billion in 2008 and CHF 89.8 billion in 2009, partly reflecting 

the general loss of confidence.5  

Responding to these heavy pressures, Swiss regulators and banks initiated several changes. For 

example, The Swiss Federal Council announced in March 2009 that Switzerland would adopt the 

OECD standard on administrative assistance in tax matters in accordance with Article 26 of the OECD 

Model Tax Convention. This agreement permits the exchange of information in individual cases where 

                                                           
5 UBS Business Divisions Report 2009, p. 78 
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a specific and justified request has been made, including cases of suspected tax evasion. Also, the 

Swiss banking regulator, FINMA, ordered UBS to surrender more than 4,000 client cases that 

included details of banking activities to the U.S. Internal Revenue Service. Overall, as acknowledged 

by OECD, "banking secrecy as a shield for tax evaders is coming to an end."6  

With the onslaught of such government-led actions against Switzerland’s prized banking sector, the 

uncertainty surrounding Swiss banking continues. Many questions remain regarding the industry’s 

future profitability in view of compromised confidentiality: How do new regulations affect Swiss 

banks’ growth targets? Where are future sources of net new money to be found? Will the Euro-crisis 

of 2010 (initiated by Greece) regenerate sustainable new net money inflows? What kind of business 

model is best poised to lead the way into the future?  

 

COMPANY BACKGROUND: VONTOBEL 

 Due to its integrated business model, the Zurich Stock Exchange-listed Vontobel Holding AG is 

not a typical "pure-play" private bank. In 1936, Jakob Vontobel acquired the brokerage firm Haeberli 

& Cie. and established the limited partnership J. Vontobel & Co.; in 1943, Jakob’s son, Dr. Hans 

Vontobel, joined the company. In 1984, the company was converted into the publicly listed Vontobel 

Holding AG, under which all group companies are consolidated. Although Vontobel is a listed 

company, its independence, family tradition, and family values are of high importance. The Vontobel 

family and the Vontobel Foundation still hold 54.6% of shares, giving them a stable majority of votes 

and capital. Hans Vontobel, in charge of bank affairs for roughly 50 years and present honorary 

chairman of Vontobel Group, represents the last family member close to the bank. His substantial 

influence is seen in Vontobel’s strong ties with the German market today, as he began conducting 

business with Germany early after the end of World War II. He recently celebrated, together with all 

employees, his 90th birthday in Zurich,6 which underlines the close relationship with his company. 

  Vontobel’s present organizational structure was established in 2003 and includes three client and 

market-oriented business units: Private Banking (PB), Investment Banking (IB), and Asset 

Management (AM). These business units are supported by the Corporate Center, which provides 

                                                           
6 Press Release 01 December 2006 
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general group services, operations, and finance and risk activities (refer to Exhibit 2 for an illustration 

of Vontobel's units). 

 Vontobel, which never strove for growth for its own sake, had limited interest in the rankings of 

private banks based on AuM. Instead, with its current workforce of 1,427,7 it pursues a focused growth 

strategy with limited risk taking. This approach was successful in raising its AuM from CHF 48.6 

billion in 2004 to CHF 79.5 billion in 2007. Like other private banks, Vontobel was hit by the 

financial crisis of 2007-2008 and saw the value of its AuM decline due to severe market turmoil. 

Luckily, Vontobel was able to continue to attract new money during this period and achieved a total 

positive inflow of CHF 3.9 billion of new client assets in 2008 (of which CHF 2.8 billion came from 

private banking clients). 

 

 

 

Exhibit 2 Vontobel Group Business Units and Support Functions 

(Source: http://www.vontobel.com/en/about_vontobel/company_profile/group_structure/ accessed December 1st, 2009) 

 

                                                           
7 Annual Report 2009 
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THE INTEGRATED BUSINESS MODEL  

"Vontobel is an internationally oriented Swiss private bank. We specialize in asset management 

for sophisticated private and institutional clients. Vontobel's core competence is centred around 

Private Banking, Investment Banking, and Asset Management, all for the benefit of its clients 

and cooperation partners in all areas of asset management." (Herbert Scheidt, CEO) 

 

Vontobel Private Banking - Regionally Focused  

 Peter Fanconi, a young executive with a broad entrepreneurial background, was appointed Price 

Waterhouse Coopers' youngest partner in history before joining Vontobel; today, he is head of 

Vontobel PB. On the ninth floor of Vontobel’s modern and functionally designed headquarters, he 

enjoys a panoramic view of Lake Zurich and the surrounding city of Zurich while thinking about his 

division’s future. For him, the strengths of Vontobel are clear: “Its distinctive brand as well as its 

competitive advantage is the integrated design of our business model.” The three units, PB, IB, and 

AM, are closely enough related to allow for fruitful synergies, but independent enough to avoid biases 

or constraints in adequately addressing and satisfying Vontobel's clients’ needs. For example, PB 

clients benefit from the skills, products, and other activities associated with IB and AM, which would 

not be possible without an integrated approach. 

 However, Vontobel is very conscious about the independence of these units. “We pursue a best-in-

class approach, whereas internal and external products have to go through the same processes. Our 

overall penetration of internal products is around 18% in Private Banking, which is rather low 

compared to our competitors," according to Fanconi. All three business units are treated as individual 

profit centers with their own profit and loss responsibility. Synergies occur in knowledge transfer 

between research departments and cost sharing of Vontobel’s corporate-wide support activities. 

Service agreements between business units and non-opportunistic incentive structures are also 

considered as driving forces in the business model. Instead of following product-driven incentives, 

Vontobel implemented a corporate-wide incentive structure in 2004 that includes long-term 

performance incorporating risk measures. Due to its integrated activities, Vontobel can offer services 

and cross-sell in all customer segments as well as draw on shared services such as production and 
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support functions.8 Thus, Vontobel is able to offer institutional clients corporate finance services for 

small to medium-sized enterprises. The leverage of opportunities across the three business units is a 

stated strategic goal, with the caveat that transparent incentive schemes are vital.  

 Targeting mainly individuals having assets over CHF 1 million available to invest, Vontobel PB 

manages approximately CHF 30 billion AuM, making it one of the smaller players in the industry. It 

has encountered margin pressures and declining profitability over the last three years (refer to Exhibit 

3 for a breakdown of Vontobel's key financial figures).  

 

2009 2008 2007 2009 2008 2007 2009 2008 2007
AuM (CHF bns) 29.9 23.0 28.8 7.7 6.7 6.7 37.6 32.9 44.4
Cost/ Income Ratio (%) 85.7 76.9 67.8 60.1 72.8 59.3 81.9 66.7 66.5
Services from/to other segment(s) 74.8 79.1 56.3 63.0 34.5 35.2
Operating Expenses (CHF mns) 191.4 185 178.7 226.1 222.3 264.5 145.9 160.8 173.7
Segment profit before taxes (CHF mns) 21.2 51.0 83.1 147.1 77.5 181.4 31.5 76.3 86.3
Operating income/ AuM (bp) 86 91 95 50 61 62
Profit before taxes/ AuM (bp) 9 20 30 9 20 20

Private Banking Investment Banking Asset Management

 

Exhibit 3: Vontobel Key Figures by Division 

(Source: Vontobel annual reports 2007-2009) 

 

 The private banking activities of Vontobel are multi-national. Vontobel has a strong brand 

recognition in its Swiss market, with five offices and branches (including those newly opened in Basel 

and Berne). The second major market is Germany, where Vontobel maintains four offices and 

branches. Through the merger of all legal entities, Vontobel’s position in Germany has been further 

strengthened, and it intends to expand its onshore activities there. Onshore activities have also been 

increased in Austria, Liechtenstein, and Italy (refer to Exhibit 4 for an illustration of Vontobel 

locations). Vontobel conducts business in Central and Eastern Europe, Latin America, and Asia. 

Furthermore, it founded an SEC-approved corporation, Vontobel Swiss Wealth Advisors, to advise 

existing and new U.S. clients in a completely compliant manner.  

 Vontobel is fully aware that focusing on onshore activities in several markets requires substantial 

set-up investments and will further intensify competition. Because the current environment puts 

pressure on offshore activities and its business model, onshore and cross-border business models are 

                                                           
8 Annual Report 2009, p. 10 
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needed to comprehensively serve client needs. The key to the future is not one against the other, but 

the smart mix and balance of all such activities. As Peter Fanconi explains, “The provision of 

appropriate booking centers, products, and services becomes ever more important.” 

 Following its focused growth strategy, Vontobel carefully decides where to locate offices and 

onshore branches, using clearly defined priorities in terms of geographical presence and expansion. 

Switzerland, Germany, Austria, Lichtenstein, and Latin Europe constitute the core of Vontobel's 

geographical footprint, complemented by Central and Eastern Europe as well as emerging markets. 

 

 

 

Exhibit 4: Vontobel Locations 

(Source: Vontobel website, http://www.vontobel.com/en/about_vontobel/company_profile/locations/c._1159_./ accessed May 9th 2010) 

 

Vontobel Investment Banking - The Derivatives Expert 

 Vontobel IB, with more than 300 employees, has recently been its most profitable business. In 

2007, it contributed CHF 181.1 million (pre-tax profit) to group total profit before taxes. Due to 

increasing credit spreads, decreasing trading volumes, and reduced corporate finance transactions, 
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however, pre-tax profit dropped by 57% to CHF 78.1 million in 2008. Nevertheless, compared to other 

investment banks, Vontobel was able to show a strong positive rebound in 2009. For Herbert Scheidt, 

this result is due to a diligent and selective approach to investment banking.  

 

“Unlike the UK and US investment banks, Vontobel has no speculative proprietary trading 

operations and no exposure to risky merger and acquisition financing. Our Investment Banking 

business unit focuses on the derivatives business, complemented by Corporate Finance and 

brokerage services, so it is clearly distinct from the classic investment banks in terms of 

activities, business practices and risk profile.”9 

 

  A significant strength is the issuing of derivatives and structured products, making Vontobel one 

of the leading providers of such products in Switzerland and Europe. These products are the core 

sources of its revenues (refer to Exhibit 5 for a breakdown of Vontobel's IB revenues) and constitute a 

major source of its reputation. The skilled engineering of such innovative solutions allows Vontobel to 

offer these products to its own private banking clients, a service that "pure" private banks can rarely 

offer. As a consequence of the financial crisis, Vontobel has adjusted its portfolio according to client 

requirements and has initiated new products with no issuer risk (i.e., protection via bond certificates), 

allowing clients to safeguard themselves against the default of issuers.  

 Another widely recognized strength of Vontobel lies within its brokerage unit, which has been 

recognized several times as “best broker” by ThomsonReuters, a worldwide provider of financial 

information. It specializes in Swiss equities and provides services to over 500 institutional clients 

throughout the world. The research unit, which covers approximately 180 companies (focusing on 

those in Switzerland), provides investment advice to all units of Vontobel and has been recognized 

repeatedly as “best research team for Swiss equities" by Institutional Investor magazine. The corporate 

finance unit is active in M&A advisory services, capital structuring, and IPO services, mostly focusing 

on Swiss small and mid-cap corporations.  

                                                           
9 Vontobel Portrait 2008, Page 4 
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 The expertise generated through these activities is also used by PB and AM, creating synergies 

throughout the corporation. Other IB activities such as proprietary trading are deliberately excluded, 

reflecting Vontobel's values of focused growth and limited risk-taking.  

 

73%

10%

6%

11%

Structured Products

Brokerage

Corporate Finance

Other

 

Exhibit 5: Revenue Streams Vontobel Investment Banking 2009; 100% = CHF 373.2mn 

(Source: Vontobel annual report, 2009) 

 

Vontobel Asset Management - A Multi-Boutique Approach 

 The biggest changes over the last few years have taken place in AM, which previously offered a 

wide range of services and products. For a medium-sized bank such as Vontobel, it became 

increasingly difficult to conduct asset management activities relying on mass volumes and scale 

effects. Because margin pressures from the big players negatively impacted profits, Vontobel 

refocused its AM activities and transformed itself into a multi-boutique asset manager. that offers only 

selected and highly specialized product lines, thus moving out of the mass market. The adapted value 

proposition rests upon Vontobel’s capabilities in active portfolio management. To be successful, 

Vontobel actively manages its portfolio with the objective to generate returns above market indices, 

providing so-called "alpha." Accordingly, three business lines are offered: "Global Change" focuses on 

investment themes such as scarce resources, renewable and clean energy, and technologies; 
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"Contemporary Value" deals with growth-oriented investments, a service offered together with 

specialists located in New York; "Alternative Products" focuses on hedge funds and commodities.  

 Although this new strategic orientation has proven successful, it was accompanied by an initial 

decline in the client base, as is often the case in such major transformations. As Urs Widmer recalls:  

 

"… it is not easy to communicate such changes to your clients…you're likely to lose clients 

because there have been changes in the offering and the service level. That's what happened to 

us in the first two years as we communicated and implemented the new offering…" 

 

 As of 2009, approximately 25 % of AuM were held in Vontobel’s ownfunds (CHF 9.3 billion).10 

Clients are mostly institutions, pension funds, and wholesale clients. Asset Management is also linked 

with PB, as private clients may buy Vontobel's funds. Overall, Vontobel intends to substantially 

enlarge its AM unit as part of its focused growth strategy, as Herbert Scheidt explains: 

 

“In order to successfully implement our growth strategy, we will strengthen our focus on active 

asset management and intensify the distribution of products via third parties.”11 

 

 To optimize its service offerings, Vontobel has established a company-wide investment policy and 

process that is calibrated to provide clients with the best possible portfolios on the market. According 

to Herbert Scheidt:  

 

“There is no ‘one size fits all’ approach when it comes to investing. Each client has different 

liquidity requirements and a different risk appetite or investment horizon – to name but a few 

key parameters. We begin each advisory discussion by clearly defining these criteria.”12 

 

 Based upon the definition of such criteria, a macroanalysis of fundamental economic data, such as 

economic cycles, industry trends, foreign exchange trends, and interest rate forecasts, is performed. 
                                                           
10 Annual Report, 2009, p.29 
11 Press Release 22 November 2007 
12 Vontobel Portrait 2008, p. 4 
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These data serve as the basis for a recommendation of the client’s desired asset allocation in terms of 

asset categories and time horizons. Securities and other asset classes are selected from criteria such as 

the Vontobel buy-list, which indicates mismatches between actual and target values for bonds and 

stocks. Upon the client’s decision, Vontobel executes the orders and conducts the actual portfolio 

management, including monitoring of asset developments and orchestrating sell and buy decisions 

based on pre-defined thresholds. 

 

Alliances and Acquisitions – External Growth  

 Due to the fundamental shifts sweeping through the Swiss private banking industry, many industry 

observers expect increasing consolidation among players. Small private banks, in particular, are likely 

to disappear from the landscape, as they are unable to finance onshore strategies or cope with 

increasing demands from regulators and clients. Vontobel intends to actively pursue this consolidation 

process, according to Urs Widmer: "I think that we will see several national as well as international 

mergers in the next years - we want to be part of this. However, not as a takeover target!" Thus, it 

came as no surprise that Vontobel acquired the private banking unit of Commerzbank (Switzerland), 

increasing its AuM by CHF 4.5 billion. Herbert Scheidt comments on this deal:  

 

"A key element of our growth strategy is that Vontobel should play an active role in the ongoing 

consolidation within our industry. […] The acquisition of Commerzbank (Schweiz) AG 

represents a classic win-win situation. On the one hand, it will allow us to increase the 

momentum of our private banking activities, as planned, and to continue developing them 

systematically. On the other hand, it means that our new clients will also be able to profit from 

our business model, which focuses on financial solidity and security. As a traditional Swiss 

private bank, we are committed to this prudent and forward-looking model."13 

 

 After building up a state- of- the- art information technology infrastructure and remarkable process 

knowledge, Vontobel now offers in-sourcing solutions such as trade execution, global custody 

                                                           
13 Press Release 30 July 2009 
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services, and clearing and settlement to banks lacking these capabilities. Further growth has been 

achieved through an alliance with the third largest Swiss banking group, Raiffeisen Switzerland. This 

cooperative bank, which mainly offers classic saving and mortgage products, today offers Vontobel's 

investment-related services and selected third-party products to more than 3 million customers at all of 

its 1,200 branches in Switzerland. Vontobel develops and designs product and service solutions in the 

fields of investment funds, standardized asset management solutions, and structured products, 

allowing Raiffeisen’s investment customers to obtain sophisticated knowledge from Vontobel’s 

research, investment analysis, and investment strategies. In turn, Vontobel is now able to draw on 

Raiffeisen’s skills when developing private mortgages for their PB clients.  

 This alliance also led to the outsourcing of securities trading and settlement, as well as global 

custody, to Vontobel, which now acts as the sole custodian for all Raiffeisen clients on behalf of 

Raiffeisen Switzerland, a step that increased Vontobel’s trading volume. Christoph Ledergerber, 

alliance manager at Vontobel, emphasizes its importance and the commitment to this partnership:  

 

"If you ask me how many people here at Vontobel are involved in this cooperation, be it that they 

produce financial products for them or provide any other services, I'd say it's easily 300 to 400." 

 

Herbert Scheidt also highlights this cooperation as a major cornerstone of Vontobel's operations: 

 

“The successful takeover of Raiffeisen’s entire global custody business, as well as its trading 

execution, by Vontobel represents a major milestone in our cooperation. It also demonstrates 

that our B2B strategy is working and that it is possible to build on our efficient IT 

infrastructure.”  

 

 While Raiffeisen represents its most crucial and oldest alliance, Vontobel also partners with the 

Swiss insurer Helvetia, for which it manages a range of private label funds for Helvetia's life and non-

life activities in Europe. There is also a cooperation with Raiffeisen Luxemburg, offering research and 

investment management products for their clients, and a joint venture with Deutsche Börse 
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Commodities AG, which offers innovative securitization of commodities and their cost-effective 

trading. 14Also, in order to expand its activities with independent asset managers by offering a 

comprehensive service platform, Vontobel co-founded VT Wealth Management AG. Thomas Fedier, 

chief executive officer of VT, outlines the strategy:  

 

“VT Wealth Management AG will work together with proven external partners to offer its 

clients holistic solutions for long-term asset growth, with relationship managers using their 

entrepreneurial freedom when selecting products and services to benefit clients”15 

 

WHEN THIS STORM IS GONE….WHAT COMES NEXT? 

 Looking back on the financial storm of 2007-2008, Vontobel is proud of its achievements. As Peter 

Fanconi remarks: “Our bank has been extremely prudent in taking risk. We had zero Lehman exposure 

and zero exposure to bad credits.” This careful risk policy is considered a visible indicator of the 

quality of Vontobel’s investment strategy.  

 Such an approach also implies that it is occasionally necessary to sail against the wind. For 

example, Vontobel still believes in the future growth of the derivates business and, relying on its 

strong skills in this area, intends to strengthen its leadership position with more new products. This 

move is in contrast to many other banks, which have substantially decreased their activities in 

structured products or even withdrawn from that market entirely. 

 Although Vontobel believes in its integrated business model, it is well aware of potential 

challenges. By definition, each business line influences the activities of the other lines. In prosperous 

periods, such a business model leads to mutual benefits and synergies; in downturns, however, 

unpleasant results might occur. As the financial crisis has demonstrated, private banking and asset 

management may suffer from reputational risk in the investment banking industry.  

 The integrated business model structure allows Vontobel, as do large banks, to offer selected 

investment banking services along with asset management capabilities for private and institutional 

clients. However, offering such a variety of processes and products is associated with relatively high 

                                                           
14 Press Release 06 December 2007 
15 Press Release 05 May 2008 
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costs. Small and mid-sized banks run the risk of economic pressure (unlike banks using high scale 

effects) when facing legal and compliance regulations that demand increasingly standardized reporting 

processes, which in turn require strict investment commitment. Besides, private banks need to answer 

increasingly complex product and tax questions from their clients, services that smaller banks are 

unlikely to afford. With a cost/income ratio in 2009 of almost 86% in private banking, Peter Fanconi 

knows that Vontobel offers a broad range of services that require a certain size: 

 

“Through the integrated business model, we are able to provide a broad range of products and 

services to our clients. The leverage of the huge know-how and potential as well as the increase 

of the scalability are important and is reflected in our growth strategy, for which the acquisition 

of Commerzbank (Schweiz) AG is just one example.” 

 

 Equally important is the issue of balancing the heterogeneous income streams of Vontobel's three 

business units. What would happen if IB's profits were to fall short of expectations, due, for example, 

to bearish markets, changes in client demands, or changes in regulations? Vontobel relies on its IB 

income; currently, the other business units are unable to offset a serious decline in IB's profit 

contribution. 

 While the alliance with Raiffeisen has proven beneficial for both partners, there are several 

implications that need to be addressed. For example, Raiffeisen is aware of its importance for 

Vontobel. To safeguard this cooperation, Raiffeisen acquired 12.5% of Vontobel; its chief executive 

officer, Dr. Pierin Vincenz, serves as a member of Vontobel's board of directors. Conversely, 

Vontobel can now raise and discuss critical alliance issues directly with the board of Raiffeisen. 

Raiffeisen's strategic importance for Vontobel has required a strong sense of commitment from both 

sides as well as some compromises made by Vontobel. The original exclusivity agreement, which 

included the provision that Vontobel would not engage in similar cooperations with other banks (e.g., 

the Cantonal banks with their large client bases), was loosened. However, the established and strong 

ties with Raiffeisen seem to lead to such exclusivity, whether intended or not: 
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"When you're cooperating with the third largest retail network in Switzerland, after UBS and 

Credit Suisse, you run the risk that Cantonal banks refrain from offering Vontobel products, 

because it's too closely related to their direct competitor. This is what we actually experienced." 

(Christoph Ledergerber) 

 

 Finally, Urs Widmer emphasizes the need for developing Vontobel’s PB activities: "Strengthening 

our private banking activities has become top priority for us … we plan to grow our assets under 

management substantially....". This commitment is derived from Vontobel's values, which emphasize 

and foster the conservation of value, solidity, and prudent risk behavior. "With such values, you are 

not a typical investment bank with an aggressive risk-prone mindset," remarks Urs Widmer. "You are 

closer to the values and attitudes of a private banker. That is what we are."  

 As often in business, such prioritization does not come without costs. Resources are needed to 

further grow asset management activities for private and institutional clients. But as Urs Widmer 

emphasizes: "We develop no isolated strategy for just one business unit. We always ask ourselves what 

potential consequences - positive or negative - might occur. Decisions are made in an integrated 

manner." 

 

311-004-1

18

 



 

 
GLOSSARY 

 
Asset Management: Also called surplus management, the task of 
managing the funds of a financial institution to accomplish two 
goals: (1) to earn an adequate return on funds invested and (2) to 
maintain a comfortable surplus of assets beyond liabilities. 
(http://www.forbes.com/tools/glossary/glossary.jhtml?letter=a) 
 
Basis Point: A unit that is equal to 1/100th of 1%, and is used to 
denote the change in a financial instrument. The basis point is 
commonly used for calculating changes in interest rates, equity 
indexes, and the yield of a fixed-income security. 
(http://www.investopedia.com/terms/b/basispoint.asp) 
 
Brokerage/Broker: An individual who is paid a commission for 
executing customer orders. This is either a floor broker who 
executes orders on the floor of the exchange, or an upstairs broker 
who handles retail customers and their orders. A person who acts 
as an intermediary between a buyer and seller, usually charging a 
commission. A broker who specializes in stocks, bonds, 
commodities, or options acts as an agent and must be registered 
with the exchange where the securities are traded. 
(http://www.forbes.com/tools/glossary/glossary.jhtml?letter=b) 
 
Bull market: A financial market of a group of securities in which 
prices are rising or are expected to rise. The term "bull market" is 
most often used to refer to the stock market, but can be applied to 
anything that is traded, such as bonds, currencies, and 
commodities. 
(http://www.investopedia.com/terms/b/bullmarket.asp) 
 
Corporate Finance: One of the three areas of the discipline of 
finance. It deals with the operation of the firm (both investment 
decisions and financing decisions) from that firm’s point of view. 
(http://www.forbes.com/tools/glossary/glossary.jhtml?letter=c) 
 
Custody/Custodian: A financial institution that has the legal 
responsibility for a customer's securities. This implies 
management as well as safekeeping. 
(http://www.investopedia.com/terms/c/custodian.asp) 
 
Derivative: A security whose price is dependent upon or derived 
from one or more underlying assets. The derivative itself is merely 
a contract between two or more parties. Its value is determined by 
fluctuations in the underlying asset. The most common underlying 
assets include stocks, bonds, commodities, currencies, interest 
rates, and market indexes. Most derivatives are characterized by 
high leverage. 
(http://www.investopedia.com/terms/d/derivative.asp) 
 
Investment Banking: A specific division of banking related to 
the creation of capital for other companies. Investment banks 
underwrite new debt and equity securities for all types of 
corporations. Investment banks also provide guidance to issuers 
regarding the issue and placement of stock. 
(http://www.investopedia.com/terms/i/investment-banking.asp) 
 
Issuer: A legal entity that develops, registers, and sells securities 
for the purpose of financing its operations. Issuers may be 
domestic or foreign governments, corporations, or investment 
trusts. Issuers are legally responsible for the obligations of the 
issue and for reporting financial conditions, material 
developments, and any other operational activities as required by 

the regulations of their jurisdictions. The most common types of 
securities issued are common and preferred stocks, bonds, notes, 
debentures, bills, and derivatives. 
(http://www.investopedia.com/terms/i/issuer.asp) 
 
Mortgage: A debt instrument that is secured by the collateral of 
specified real estate property and that the borrower is obliged to 
pay back with a predetermined set of payments. Mortgages are 
used by individuals and businesses to make large purchases of real 
estate without paying the entire value of the purchase up front. 
(http://www.investopedia.com/terms/m/mortgage.asp) 
 
Prime Brokerage: A special group of services that many 
brokerages give to special clients. The services provided under 
prime brokering are securities lending, leveraged trade executions, 
and cash management, among others. Prime brokerage services 
are provided by most of the large brokers, such as Goldman 
Sachs, Paine Webber, and Morgan Stanley Dean Witter. 
(http://www.investopedia.com/terms/p/primebrokerage.asp) 
 
Private Banking: Personalized financial and banking services 
that are traditionally offered to a bank's rich, high net worth 
individuals (HNWIs). For wealth management purposes, HNWIs 
have accrued far more wealth than the average person, and 
therefore have the means to access a larger variety of conventional 
and alternative investments. Private banks aim to match such 
individuals with the most appropriate options. 
(http://www.investopedia.com/terms/p/privatebanking.asp) 
 
Proprietary Trading: When a firm trades for direct gain instead 
of commission dollars. Essentially, the firm has decided to profit 
from the market rather than from commissions from processing 
trades. 
(http://www.investopedia.com/terms/p/proprietarytrading.asp) 
 
Transaction Banking: Global Transaction Banking (GTB) 
comprises commercial banking products and services for 
corporate clients and financial institutions, including domestic and 
cross-border payments, professional risk mitigation for 
international trade, and the provision of trust, agency, depositary, 
custody, and related services. Business units include Cash 
Management, Trade Finance, Capital Market Sales, and Trust & 
Securities Services.  
(http://www.gtb.db.com/wms/gbd/index.php?language=2) 
 
Structured Investment Product (SIP): A type of investment 
specifically designed to meet an investor's financial needs by 
customizing the product mix to adhere to the investor's risk 
tolerance. SIPs are generally created by varying the amount of 
exposure to risky investments and often include the use of various 
derivatives. 
(http://www.investopedia.com/terms/s/structured_investment_products.asp) 
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