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Introduction. With the development of economic environment and technology innovation,
there are more and more high-level wealth people accumulating in the world. Focusing on a great
deal of wealth, private banking market emerges at the right moment. However, private banking is
closely related to wealth management. The wealth management industry is developing rapidly.
Competition and client diversification lead to private banking practitioners concentrating on
innovation in products and customers retaining. Meanwhile, geographical differential plays an
important role in wealth management distribution strategy. More of wealth managers lay emphasis on
client segmentation and intergeneration in the ways of cultivating longer-term relationship and
offering customized products [3]. In order to grab market share, varieties of private bank
organizations launch talent war to storing relative professional elites. Traditional perception and
methods of wealth management cannot be adequate for changeable environment. New items and
structures must be popular.

Outline of the latest sources of research and publications. The Beaverstock J. V., Hall S.
and Wainwright T. researched the private wealth management industry that has developed to service
the high-level wealth customers. In the article of Dong Jin Shin and Brian H.S. Kim has highlighted
evidence of improvements in bank competition and results after consolidation. Cheng-Ru Wu, Chin-
Tsai Lin, Pei-Hsuan Tsai their study applied the method to build an efficiency evaluation structure for
wealth management banks. In the article of Driga, I., Nita, D. and Cucu, I. has examined the features
of the private banking business.

The aim of the study is to study different challenges in development wealth management and
private banking in new changeable conditions.

Main material and the research result.

1. Main Features of the Market

1.1 Definition of Wealth Management and Private Banking

There is no uniform explanation of wealth management. The basic meaning of wealth
management is to be faced with rich people, mainly to provide individuals and their family with
financial services. Private Banking is closely related to wealth management. One of the most
important wealth management operation entities is private banking. Private banking is to offer
broader services including banking services and personalized wealth management [3]. Private
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banking has a longer history. For example, UBS private banking services can be traced from the year
1968 [14]. However, wealth management is more than private banking in many aspects.

1.2 More Personalized and Complicated Services

In the new era, wealth management industry develops rapidly in many detailed positions.
Wealth management prefers supplying consultation related to both product fields and customer
groups. There are more advisory and diversified services provided to customers by many wealth
managers with conventional products taken into consideration because customers are most of the rich
groups who have much of independent idea of their wealth management and asset allocation and are
not satisfied with uniformly mass services [4]. Therefore, on the other side, the relationship with
customers is also very important in wealth management. Faced with diversified customers, the wealth
manager must have a deep knowledge of their characteristics, and then offer more complicated and
personalized services in order to cultivate a more stable relation with customer group. Due to the
differences in wealth management location of customer groups, there are two kinds of wealth
management. Domestic wealth management is onshore in contrast with offshore that is implemented
in foreign countries and regions [7]. Actually, many customers pay attention to offshore wealth
management. Methods of wealth management are more and more complex.

1.3 The Growth of Wealth Management

There are so many of measurement methods of wealth management market scale because of
different definitions of wealth [7]. However, no matter which kinds of measurement, there is a bigger
scale of wealth management frequently. High-level wealth customers have been increasing fast in
recent years. New emerging economies are growing rapidly such as Asia-Pacific, Latin America, and
Mid-east Asia. There are lots of factors that make the wealth management market grow fast. Among
those factors, economic growth and technological innovation are causing the change in
characteristics of high-level wealth customers [16]. Additionally, a geographical factor is also
influencing the growth of wealth management [1]. As a result of different maturity degree of markets,
many regions and countries vary in services operational styles of wealth management especially
between North America and West Europe. Other regions like Mid-East areas have unique ways of
growth (oil utility) in wealth management.

1.4 Economical Characteristics of Wealth Management

Wealth management has its own popularity. Wealth management is a big market that has a
potential to develop faster and broader to bring more of opportunities for practitioners. With the
potential development and more of opportunities, chances are that margins can be attained in the
ways of convenience and high quality in terms of specific customers groups [6]. If every pre-period
is well organized, wealth managers of an institute and financial corporate will have a sustained
surplus in operation services and products. Meanwhile, due to the well-organized pre-period in
wealth management institutes, internal departments may benefit from each other by sharing resources
and information so that external competition facing them could be weakened to some degree. As for
every practitioner, a more suitable customer group may contribute to balance cost and fees of wealth
management, more importantly, wealth managers prefer portfolio among different customer groups
as well, which can reduce risks coming from singleness and simplification [13]. As for the whole
industry of wealth management, lots of margins lead to severe competition among wealth
management organizations. The practices that wealth management organization is geographic and
regional [7] can be reflected in services structure and regulatory. At the same time, disunity of wealth
management composition is prevailing in current market trend.

2. Financial Features of the Private Bank

2.1 About the Private Bank

Private banking pertains to wealth management. Private banking is of great antiquity. One of
the renowned private banks, United Bank of Switzerland (UBS) can be traced to the year 1862. UBS
established its first office of a Swiss Bank in about 1898. However, the real private banking service
of UBS was started from 1968 due to the individual wealth increasing fast at that time [14].
Generally, private bank focuses on richer customer groups that have one hundred million dollars for
investing at least. The relationship managers can build a stable and closely relation with
corresponding customers, understand what their customers want and need, and then directly or
indirectly offer products and services linked with the profit maximization of wealth management.
Therefore, the customer groups of private banking are different from that of general wealth
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management operation. At present, changeable market derives untraditional private bank such as trust
bank and family office.

2.2 The Client

Customers are considered as the core factor in private banking. With the development of
macroeconomic environment, technology progress, and high-level education, customers are
becoming more personalized and diversified than even before. Recently, UBS (2014) conducts a
survey on customer service satisfaction with only 45.6 present of participant content with private
banking services and products. However, although UBS has a lot of customer groups globally, yet
some of the existing customer groups show distrust in wealth managers or relationship managers’
investing decision due to a relatively unappealing performance of wealth management [14]. Market
complexity and high-level education lead to customers being more cautious and multi-necessity in
their asset management. Therefore, customers are becoming more sophisticated and willing to have
the whole control of their asset management rather than just a participant in wealth management.

2.3 Business Operation

There are lots of factors affecting the business operation such as products, pricing, distribution,
and operation mode. Firstly, as mentioned above, due to customers diversified and personalized
demand, wealth managers of the private bank have to push out series of high-quality products to cater
to customers from a different position of wealth band [10]. UBS has listed open architecture products
on their products and services development since a few years ago. Shorter product cycle and
flexibility in asset portfolio are popular with high-level wealth customers. Secondly, pricing in
products and services control is of vital significance. Trends are that in order to retain the relation, an
additional discount is always inevitable when private banking implemented [14]. However, the
discount given by private bank practitioner is undoubtedly a big cost to offset. A good pricing
strategy can eliminate unnecessary cost and fees during wealth managing [8]. Currently, negotiation
is commonly used in making the price. Thirdly, as for distribution channel for products and services,
a lot of practitioners in UBS hold the view that relationship manager is prior to the next step of
private banking. If relationship managers spend more time on the knowledge of customers and
retaining, the distribution channel can be smoother and longer last. Additionally, it depends on the
relationship managers’ decision that is related to their talent. Therefore, many private banks have
their own ways of talent storing and obtaining. For example, UBS (2014) focuses on talent nurturing
so that graduate trainee program (GTP) is carried out every year. Finally, the operation mode plays an
important role in the private bank. Recently, UBS is taking action on consolidating and cooperating
at some areas of services with other private banks in Asia-Pacific. The cooperation among different
private banks is undergoing in response to challenges brought by customers’ coordination. To cut
down corporate cost, mergers and acquisitions in the private banking are on the way. More or less,
the private banking is still in need of large consolidation that can change the market structure and
distribution patterns [14].

2.4 Competition Environment

More attention on the internal competition is what most top practitioners usually did in the past
few decades. However, external industry and macroeconomic environment are the current key point
that private bank should concentrate on [11]. Investment banking can bring about 2.3 present
growing benefit for private banking [14]. Although some external industries compete with the private
bank about market share, the private bank can always benefit because of its unique customer group
and flexibility operation. Typically, there are more of synergy between investment banking and
private banking in spite of limited competition. Internal competition can be simplified as resource
war intra-industry. The source of clients and talent war are main problems. As mentioned above,
some of the private banks have established elite and talent reserving program. The internal
competition may also be reflected by the transparency of private banking operation. A favourable
performance of transparency can attract source of high-level wealth client groups. The
macroeconomic environment is changing such as Latin America, Asia-Pacific, and Mid-East regions.
Practitioners are faced with challenges coming from emerging economy especially for Asia-Pacific
[5]. Cultural fusion and market aggregation may intensify the competition internal and external
industry. Severe competition means lots of opportunities for private banking to develop new products
and services. Therefore, competition may contribute to more of innovation and prosperity.

3. Products & Services on Offer

3.1 Creative Types

As a result, of the diversified demand of customers and the strategy of wealth management
organization, plenty of new products and services are coming earlier. As mentioned above,
competition between private banking department of universal banks and franchised private banks
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undoubtedly facilitates innovation in the development of products and services. In order to trace the
performance of the specific market, tracker products are produced and well popular. Generally, it’s
used to peg on some market index. Most recently, structured products have been developing rapidly.
One of the products on the offer of UBS Wealth Management in America is to provide investment
opportunity of structured products for qualified customers to complement their portfolio strategies
[14]. Structured products are mainly used to lower risks and obtain the high return. Those are
commonly dedicated to preserving principal and then obtain high-profit margin. There are some of
the products that are linked to real estate, which have a correlation with changes in a housing market.
Meanwhile, there are differences in the regional application of structured products. Trends are that
innovative products and services are produced with more attention on principal preserving and high
return from the volatile market. Customers’ diversification and segmentation are what many private
bankers focus on.

3.2 Alternative Investment

Lots of alternative investment tools have been made in recent years. Alternative investment
tools cover an extensive range. Typically, a hedge fund is one of the most widely applied investing
tools, which is mainly offered to private banking customers. The hedge fund was originally applied to
investees who are high-level wealth customers and then was applied by corporate investors. The
overall increase in products of UBS stemmed from corporate hedge funds in 2014. Relatively, hedge
funds institutes are free of management in legal market operation. UBS locates middle-class on the
global hedge funds ranking. Meanwhile, some of the hedge funds can decentralize return sourcing
and lower risks because of specific investment strategic combination. Another most popular
investment tool is private equity. As is known, venture investment is widely applied to the initial
stage of an enterprise while venture capital is one of the ordinary forms of private equity [2].
Obviously, private equity directs at enterprise and corporate investment. As for venture capital, it is
aimed at long-term return [9]. Similarly, angel investment is the subset of venture investment. Data
display that there is the limited capital volume of private equity of UBS applied into small and
medium-sized enterprises. However, there are large quantities of longer-term profit margins in
private equity while detail transparency of investing activity is a big problem due to limited
disclosure.

4. Learned from the Past & Future Strategies

4.1 New Staring Points

Traditionally, wealth management and private banking concentrate on products sale and
services offering. Wealth managers prefer to offer customized advisory services for specific client
groups rather than provide in distinctive items for all kinds of customers. It means that customer
segmentation is paid more attention to and marketing strategy is more flexible. Additionally, there are
lots of old customers draining because of relationship managers’ nonfeasance in retaining. According
to the survey on UBS relationship managers’ time scheme, only minority percent of time spent on
customer knowledge [14]. At present, wealth managers lay emphasis on intergeneration wealth
management of the cluster of customers, which shows that closely connected relation between
customers and practitioners must be cultivated. Besides, markets of distribution are changing a lot.
The existing North America and West Europe are still the major driving force in profit growth.
However, the investable customer growth has slackened in the recent year partly on account of
financial crisis influence. In contrast, as a result, of different regimes of macroeconomic, Asia-Pacific
and other areas have grown robustly. Therefore, new client group orientation will be in those
countries and regions.

4.2 Changes in Structure

Industry insiders consider mergers and acquisitions lying in wealth management to be an
obvious posture that is on the way. Seeking for new growing opportunity and market, more of
universal banking institutes have consolidated some industry organizations that may specialize in a
certain business [15]. Although franchised institutes of small scale are widely distributed throughout
the earth, yet integrated type of bank group will be well popular in future. Most of the acquisitions
happened inside a certain region. UBS (2014) is now a universal bank that is not only involved in
private banking but also investment and commercial banking. With the whole global capital market
and macroeconomic maturing gradually, wealth management convergence is in progress [12]. The
global change of market structure and industrial organization may bring something uncertain, but a
new business model and profit environment can be substantially charming.
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Conclusion. In the background of the complicated and changeable market, private bank
organizations are focusing on their new strategy making. Wealth management for high-level wealth
group can be hierarchical by their treasure ranking. The relation between wealth managers and
customers is in need of patience and care by taking more time. However, the relationship managers
can develop the pre-period of wealth management paving the way for intergeneration cooperation
with specific client groups. At the same time, customized products and services are produced to cater
to the diversified demand of customers. Meanwhile, there are trends that customer is not a participant
any longer, but as a controller for the whole process of wealth management, which undoubtedly
brings a lot of problems to practitioners when they implement wealth management. One of the
problems lying in private banking services is transparency. More of private bankers that cannot
disclose some of their management process details due to commercial confidentiality are faced with
competition inside the industry. In addition, geographical factor has influenced the development of
wealth management industry in recent years. This is not because the existing market is saturated and
severely competitive but emerging markets are generating the creative type of opportunity due to the
difference in culture and economic development. Asia-Pacific and other emerging economies have an
abundant source of specific client groups and favourable industry organization. With the market
maturing gradually, more of consolidations are implemented inside the region. Chances are that
universal and integrated banking institutes and organizations will be established through cross-region
and large-scale acquisitions.
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Hunb Biii, Jlepuenko Beponunka, buznec-
mkosa, [HlaHpaAyHCKHUH TEXHUYECKUH YHUBEPCUTET,
Kuraii. Xynoauii FQuusi, kKaHIuaaT TEXHUYECKUX
HayK, JIOUEHT Kadeapsl (GUHAHCOB U OaHKOBCKOTO
nema, IlonraBckuii HaMOHAIBHBIM TEXHHMYCCKUM
yauBepcurer umeHun  IOpus  Kowpparioka.
YacTtHoe  O0aHKOBCKOe  O0CayKHBaHWe U
ynpaBjeHHe KaNWTAJI0M: HOBbIe BBI30OBBI.
PeIHOK ympaBiieHHs KallUTaloM CTAaHOBHTCS BCE
Oosmee  3penbIM W HANOJHACTCS  HOBBIMH
NPOXYKTaMH M yCIyraMH, IIpeAjaraéMbIMU
KIMEeHTaM. B To ’xe Bpems dacTHOe OaHKOBCKOE
oOciryXUBaHHE SBISIETCST OJHOM M3 BaKHEHIIMX
oTpacieil ynpaBiieHHMs KanmutaioM. B pesymbraTe
JMBEPCUPHULIIUPOBAHHBIA MOTPEOUTENBCKHI CIPOC,
HKOHOMHUYECKOE pa3BUTHE, KECTKAas BHEIIHSS M
BHYTpPEHHSIS KOHKYPEHIIUS u HOBOE
reorpaueckoe pacmpenesieHue TpeOyrT OT
WHCTUTYTOB W OPraHH3allui, MPEeJOCTABISIOUINX
YCIYIH YacTHOTO OaHKOBCKOTO OOCTY)KUBaHHUS
(UBS u T.1.), OCO3HAHMSI CHTYallMd, B KOTOpPOU
oHM Haxoxarcs. [lo3ToMy NpakTHKH YacTHOTO
OaHKMHTa MEPEXOST OT TPAJUIUOHHBIX CTPATETHH
paboTBl K  WHHOBalMOHHBIM ¥ THOKHM,
MO3BOJIIIOIMM  JleJlaTh  OONIBIIMIT  aKLEHT Ha
COXpaHEHHH TECHOH B3aUMOCBSI3H C KIHEHTaMHU
BBICOKOT'O YpPOBHsSI 0JIaroCOCTOSIHMS, TpezJiarast
Oomee CIOXKHBIE W pa3HOOOpa3HBIE MPOIYKTHl U
YCIYrH, OYHIIATh PBIHKH paclpeieieHus OT
YCIOBHOCTEH M PACIIUPSATh UX IKOHOMHUYECKHE U
reorpaduuecKre rpaHullbl, a TAK)KE OCYIIECTBIISATH

palHoHaIbHOE BHYTPHOTPACIIEBOC u
MEXKOTpaCIeBOE COTPYJHHYECCTBO u
KOHCOJIUIAIHIO.

Knrouesvie cnosa: uvactHoe OaHKOBCKOE
o0ciyXxuBaHue, yIpaBJICHUE KaIluTajaoM,

JUBEPCUPHUINPOBAHHBIHN CIIPOC.

YK 336.71

Huup Beii, JleBuenko Bepownika, biznec-
mkona, laHpAYHCEKHI TEXHIYHWH YHIBEpPCHTET,
Kurait. Xymoumiit IOmis, kaHaugar TEXHIYHUX
HAyK, JOIECHT kadempu (¢iHAHCIB 1 OAaHKIBCHKOI
cnpaBy, [lonaTaBchkuii HAIIOHANBHUN TEXHIYHUN
yHiBepcureT imeHi [Opis Kongparioka. [IpuBaTHe
O0aHKiBcbKe O00CJIYroByBaHHSI Ta YNpaBJiHHSA
KamiTajoM: HOBi BMKJIMKH. PHHOK ymnpaBiiHHS
KaITliTaJIOM CTa€ Bce OUIBII 3pijNM i HAIOBHIOETHCS
HOBUMH  TPOAYKTaMH 1  IOCIyramH, IO
TIPOTIOHYIOTHCS KIIiEHTaM. Y TOH )K€ Jac, MpUBaTHE
0aHKIBCbKE  OOCIYrOBYBaHHS €  OJHIEIO 3
HaBaXJIMBIIINX Tally3ed YHpPaBIiHHSA KaIliTaJIOM.
Y pesynprari auBepcHU(IKOBAaHHN CIIOKUBYHMA
NONHT, CKOHOMIYHMH  pPO3BHTOK,  YKOPCTKa
30BHILIHSA 1 BHYTPINIHSA KOHKYpPEHIs i HOBHii
reorpadiuHuit PO3MOALI BUMAararoTh BiJ{
IHCTUTYTIB 1 OpraHizaiiif, siki HaJarOTh MOCIYTH
NpUBATHOTO OaHKiBChbKOro obciayrosysanus (UBS
TOIIO), YCBIIOMIICHHS CHUTYyallil, B sKiii BOHH
3HAaXOJATbCS. TOMy  TpakTHKM  IPHBATHOTO
OaHKIHTY TIEpPeXOIITh Bil TPaAWLIHHUX CTpaTerii
pobotn 10 IHHOBAWiIMHWUX 1 THYYKHX, IO
JO3BOJISIFOTE ~ POOUTH  OUThIIMK ~ aKIEeHT Ha
30epekeHHI TICHOTO B3a€MO3B’SI3KY 3 KIIIEHTaMHU
BHCOKOTO PiBHS J00p00yTy, MPOMOHYIOYH OiIBII
CKJIagHI W pI3HOMAaHITHI MPOAYKTH Ta MOCIYTH,
OYMIATH PWHKH PO3IMOIUTY BiX yMOBHOCTEH i
pO3MIMPIOBAaTH iX €KOHOMiuHI Ta reorpadidai
KOPJOHU, a TaKOX 3/JIMCHIOBAaTH pallioHAJIbHE
BHYTPIIIHBOTAITy3€BE i MiXTairy3eBe
CIiBPOOITHHUIITBO 1 KOHCOJIIIAIIiI0.

Knwuosi cnoea: mnpuBaTHe OaHKIBCHKE
00CITyroByBaHHS, YTIpaBIiHHS KaIliTaJioM,
JIUBepcU(iKOBAaHUHN TTOTINT.
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