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When I examine myself
and my methods of
thought, I come to the
conclusion that the gift of
fantasy has meant more
to me than any talent
for absorbing positive
knowledge.
Albert Einstein
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Executive Summary

Faced with declining profits, increasing competition, growing regulation, and
changing client demands, Wealth Managers are exposed to multiple challenges.
Although the Wealth Management industry has always been a constantly
moving environment, the frequency of change has increased tremendously
within the last decade.
German Wealth Managers in particular are struggling with the emerging
challenges. Costs are high, incomes are declining, the old-fashioned IT
infrastructure is complex and slow, increasing competition, negative press and
reactions to the emerging startup competition lacking in concept are the most
obvious problems of the industry in Germany. What actions must be taken by
a Wealth Manager to overcome these hurdles and become the industry frontrunner in the Wealth Management market?
The German Wealth Management market has high potential to regain its
efficiency if Wealth Managers get things on the right track. Reducing costs,
increasing efficiency, and gaining new clients are the most obvious goals the
industry has. Finding the path to these goals is essential for long-term success.
By investing in the solution design and implementation that fit perfectly,
Wealth Managers will be able to overcome the challenges and become the frontrunner.
Starting with the identification stage, Deloitte Consulting has analyzed
the German Wealth Management market thoroughly. Five major groups of
challenges were identified. Deloitte has developed a modular solution concept
to potentially overcome these. Ten building blocks have been structured to
tackle the identified challenges. Each building block can be implemented
individually to improve the efficiency of the Wealth Manager’s operating model.
Each building block is developed and carried out by Deloitte Consultants with
profound Wealth Management knowledge. In addition, the Deloitte Network is
leveraged and experts from the Deloitte NeuroScience Institute, the Deloitte
Greenhouse, or the Deloitte Analytics Institute enrich the development of
unique solutions.
The modular solution model enables the Wealth Manager to introduce changes
over time. Employees are able to become accustomed to change. However,
Wealth Managers as well as clients will experience the positive effects of each
building block as it is implemented.
The result is nothing short of an operating model which enables the Wealth
Manager to become a front-runner in a highly competitive market.
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Wealth Management
Market Review
Wealth Managers are faced with multiple challenges,
especially changing client behaviors, needs, and
demands
Back in 2008 when the financial markets
collapsed, newspapers reported on
the bursting of the housing bubble, the
Lehman Brothers bankruptcy, and talked
about “too big to fail”, but in the shadow of
the financial crisis, Wealth Managers were
faced with declining revenues and strong
regulatory pressure. It took the financial
markets almost a decade to overcome the
struggles caused by this crisis. However,
new challenges are arising: sovereign
bonds are showing negative yields – even
for the longer end of the yield curve,
and world stock markets continue to
show high volatilities and low commodity
prices. Moreover, political uncertainties
in Europe, international terror, and rising
political instability in eastern countries
increase the challenges for Wealth
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Managers. They have make sure of finding
investment opportunities which conform
with the relevant risk-return profile of their
clients while simultaneously increasing
their income.
The rise in the wealth of Ultra High Net
Worth Individuals (UHNWIs) as well as the
overall increase of the number of UHNWIs
has helped slightly to maintain the
current income level of Wealth Managers.1
However, new market entrants, FinTechs,
and the refocusing of international
banking corporations on traditional
1

The following definition is generally accepted:
UHNWIs have a net investable income > €30
million, HNWIs range between €1 million and €30
million, and mass affluent clients range between
€100 thousand and €1 million.
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Fig. 1 – Investment Banking vs. Wealth Management revenue
Comparison of Investment Banking vs. Asset & Wealth Management EBITDA
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and less volatile Wealth Management
increase the competition in the Wealth
Management market. This competition
also reduces the positive aspects of rising
Assets under Management (AuM).
But not only UHNWIs increased their
investable wealth globally, also HNWIs
as well as affluent clients were able to
increase their overall manageable wealth.2
Although traditional Wealth Managers are
focusing on the UHNWIs and HNWIs, some
are expanding their services by making
offers to the affluent segment. This mostly
under-served market segment is not only
the source of future HNWIs, but also bears
the potential to demand basic Wealth
Management products and services.
Nevertheless, the HNWI market segment
is confronted with increased activity on
the part of classic affluent or even mass
affluent service providers who try to enter
the HNWI market segment. Moreover,
FinTechs do not restrict themselves to
any specific market segment. RoboAdvisors, for example, can be used to
2

invest small amounts of money but
they are also capable of managing large
investments for a fraction of the fees.
Other FinTechs provide FX transaction
services or brokerage accounts for a
fraction of Wealth Managers prices. But
also non-financial products are challenged
by startups. Housekeeping, transportation
services, and legal document services are
also provided by emerging startups for a
fraction of the price.
Overall, the global Wealth Management
market has stabilized in terms of cost
increases and revenue generation, but
there are significant regional differences,
especially established western markets
are highly competitive and see lower
profit margins. On the other hand, Asian
markets are seeing all-time highs in terms
of the number of wealthy persons as well
as in overall manageable net liquid assets.

Overall manageable wealth is defined as current
AuM of Wealth Managers (coming from UHNWI
and HNWI) plus potential AuM coming from
expansion into the affluent segment.
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The German Wealth Management
Market
The global wealth market has passed
the peak of the income crisis, the cost
increases of past years have come to a
halt and cost-income-ratios (CIR) have
stabilized, all supported by the increase in
manageable global wealth – unfortunately
the German Wealth Management market
did not keep pace. In a highly competitive
market, the CIR remains above pre-crisis
levels. A high proportion of the investment
budget is absorbed by projects stipulated
by regulatory authorities, and clients
are less loyal than they used to be in the
past – it is uncertain whether the industry
will remain at today’s low profitability

level or whether market participants will
be able to overcome the income crisis
and re-invent Wealth Management. Even
though German UHNWI clients make
up 8.6% of the total UHNWI population,
German Wealth Managers are faced with
their clients’ preference for off-shore
investments. The increase in managed
wealth correlates more highly with the
overall recovery of the financial markets
than with the gaining of net wealth.
Nevertheless, German Wealth Managers
could benefit from tax transparency
legislation which was agreed in the past,
forcing off-shore investments to return
on-shore.

Fig. 2 – Private Banking in Germany – A Competitive Landscape
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Key industry challenges
and trends
To achieve excellence you must overcome your obstacles –
Deloitte Consulting Wealth Management German Practice
(WMG) has identified five major challenges
Current developments in the international
market – and in particular in the
German market – indicate that Wealth
Management firms are struggling in spite
of their clients becoming increasingly
wealthy. Why is the industry unable to
increase its profits and at the same time
meet the needs of its clients?

that it is possible to solve each challenge
individually to reach a front-runner
position with a staggered, step-by-step
approach – minimizing the impact on
running the business during
the change process as well as shortening
the payback period of each individual
investment.

The WMG has identified five major groups
of challenges the industry is currently
facing. The challenges can be grouped
into one of the major groups: “Clients”,
“Products”, “Resources & Revenue”,
“IT Infrastructure”, and “Regulation &
Reputation”. Although all groups are
interdependent, Deloitte is convinced

Changing client behavior and demands,
generational change as well as
dependency on the development of
appropriate services and products are
some of the challenges the industry is
facing. To justify the industry’s existence
and to be able to serve the client best, the
industry must resolve these challenges.
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Recent trends are even questioning
whether there will be a need for today’s
classic Wealth Advisor at all in, say, 15
years from now. But even if some advisors
survive they will need to rapidly adopt
new ways of servicing their clients – at a
minimum they will need to accept the fact
that their clientele will want to interact
with them via multiple channels while
not differentiating in pricing and scope of
services received through those channels.
•• Are the KPIs currently used sufficient to
monitor advisors internally?
•• What impact do advisors have on
the revenue and income of a Wealth
Manager?
•• How to deal with emerging competition
and the rise of FinTechs?
These questions are only a selection of
those which Wealth Management firms
should be asking themselves. As crucial
as the selection and training of advisors
is, Wealth Managers are still faced with
the ongoing challenge of IT infrastructure
and governance. Although the topic has

been known for years and many initiatives
have been started to streamline the IT, the
industry is based on a highly-fragmented
IT landscape as well as complex and costly
governance. Moreover, new competitors
and technologies such as Robo-Advisors,
other FinTech solutions, and cloud- or
quantum-computing are increasing the
distance from the “as is IT status” to the
“as should IT status”. IT infrastructure
is also a key element in cost-efficient
regulatory compliance.
Wealth Managers have been coping
with increased regulation for years.
Nevertheless, they spend a large portion
of their budget on complying with the
regulations already implemented. Strongly
connected to regulations – especially to
those with which a Wealth Manager does
not comply – is the Wealth Manager’s
reputation. Every data carrier, any kind
of fraudulent or non-ethical business
practice such as offering to set up offshore companies, can destroy a brand
value which has been established at great
cost.

Fig. 3 – Five Key Challenges Wealth Managers are faced with
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The following section reports on the
major findings of the WMG. Most of the
results can be applied to the industry’s
global challenges, however, some are
specific to the German market and
the associated customer behavior. In
particular, client's willingness to pay and
the strong and close connection to classic
Wealth Management harbors such as
Luxembourg and Switzerland are unique
to the German market. Conclusions
and approaches to overcoming these
challenges are provided in the section
“How to become the front-runner”.
1. Clients
“More is always better” – this well-known
economic principle is often challenged,
but in the case of Wealth Management
it holds true. The more Assets under
Management a given firm is managing, the
better it can leverage the excellent work
of research teams, product designers
and, last but not least, the infrastructure.

Although larger firms are setting up
subsidiaries in the booming centers of
Asia, most Family Offices and smaller
Wealth Managers follow a local footprint
principle. Entering a new market –
especially a new culture – is a costly and
risky project, however, if you have the right
plan and strategy in place, setting up a
subsidiary in such a booming environment
is often cheaper than a market entry in a
developed and already mature market.
Nevertheless, there is not only a new
market in the east, new client segments
are growing up in western countries as
well. The generation born between 1980
and 2000 is the future wealth generation –
the Millennials. They demand a rethinking
of the classic Wealth Management
approach. This generation will not only
build up their own wealth, they will also
be the generation which benefits most
from the generation change and the
connected wave of legacies. This client

Fig. 4 – The forgotten aﬄuent segment
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Affluent client characteristics:
• Investable assets: €100,000–€1,000,000
• Dissatisfied with ordinary private banking services
Affluent group size:
• Population: 4.5 million
• Estimated total investable assets: €1.2tn
segment demands new ways of advisory.
Non-physical, non-personal, or even
automatized contactless channels which
offer advisory 24 hours a day, 7 days a
week are needed to satisfy the demands
of this new generation. They demand
technology-based advisory services
as well as traditional meetings. But,
more importantly, they are eager to be
educated about products and markets
– gamification, educate your customer,
Robo-Advisory, multi-channel contact,
and digitalization are keywords that
create headaches for most classic Wealth
Managers. The question of how to align
these new technologies and channels
with the existing advisory approach
and infrastructure is as crucial as the
segmentation of the target groups. The
balance between personal contact, which
adds specific and measurable value,
and technology-based next-generation
channels must be found. Currently, most
Wealth Managers are challenged by
implementing new services and creating
the appropriate client segments.
Apart from the Millennials, Wealth
Managers must decide whether they
want to expand their market offering
to the affluent segment. This often
unrecognized client segment – like the
Millennials – demands multi-channel
contact, gamification applications, and a
transparent and low-level cost structure.
The affluent segment is considered - in
view of their liquid assets of an estimated
€1.2 trillion – to be the most attractive
target group. Although the absolute
number of members in this group is large,
their needs are highly homogenous, they
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are price-sensitive, they prefer secure
investments, and they have a growing
desire to receive advisory services beyond
the mass affluent offerings. Owing to
their price-sensitivity, Wealth Managers
can leverage the newly-implemented
technologies and create a scalable
platform with constant revenue and a low
CIR.
In addition to the segmentation of client
groups and new advisory approaches,
Wealth Managers are faced with a lack
of trust. As a result of scandals, data
leakages, and weak public relations
work, clients have begun to re-think the
traditionally grown relationship with
Wealth Managers and have become
more open to new advisory approaches.
Together with this mind-shift, clients
are challenging more and more the fees
charged if they do not see a direct “costbenefit” relationship. Price sensitivity has
reached the Wealth Management industry,
a pure relationship-based advisory
approach is not the answer for the new
generation of clients.
In times of negative yield curves for
sovereign bonds, the ’easy‘ creation of
positive returns becomes more difficult.
The classic ’secure‘ return is no longer
achievable and Wealth Managers have
to explain more and more why they
charge high fees for uncertain returns.
Due diligence is the key to explaining
the current fee structure to clients, and
the reasons for and the composition
of costs, and the benefits they bring.
However, Wealth Managers must think
about alternative pricing models which
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2. Products
As clients changed over time, products
and the financial market environment
did as well. Nowadays, investors accept
negative yields for sovereign bonds – a
situation which is unique to the financial
markets. But with negative yields,
Wealth Managers must increase the risk
of a portfolio to realize a reasonable
return. This is only one implication of
negative yields. Investors, across all client
segments, question the fee structure
of advisors. Why should they pay high
fees for low returns? This increased price
sensitivity is also supported by regulations
which force Wealth Managers to disclose
the fee structure of products and services.
Strongly connected to the disclosure of
the fee structure is the decision in favour
of off-shore or on-shore investments.
Increasing tax transparency can result in a
decreasing utility of off-shore investments.
At the same time, this change could be
an opportunity for the German market.
Wealth Managers must create new
products and services to convince clients
to shift their investments from off-shore to
on-shore.

can compete with low-cost carriers and
clients’ willingness to pay a certain price
for the service they receive. There must be
nothing less than a revolution in pricing!
Most of the challenges in the client
group can be mastered with a long-term
strategic and innovative approach. The
crucial cornerstone is the analysis of the
existing clientele, including their family
backgrounds and a strategic positioning
towards new markets or client segments.
In conjunction with a state-of-the-art IT
infrastructure, trained resources and highclass products, Wealth Managers are able
to lead the market and offer their clients
the best service. This can be achieved by
leveraging new technologies (cooperation
with agile startups might be a costeffective way of renewing the current IT
landscape), implementing smart pricing
models, focusing on employees who are
willing and able to carry the change, and
partnering with clients.

How to compete
against FinTechs which
offer services such
as Robo-Advisory,
transaction services,
or FX management for
a fraction of the fees a
typical Wealth Manager
charges?

Fig. 5 – Robo-Advisory Key Facts
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One key factor might be the Wealth
Manager´s ability to leverage new
technologies of new technologies.
Disruption has been one of the key
words in the last two years – regardless
of whether new technologies disrupt the
financial market or not, they create new
products and services which create the
previously unknown desire of customers
in all investor segments.
Many Wealth Managers argue that e.g.
Robo-Advisors address a different client
segment, however, most studies show
that even HNWIs request Robo-Advisory
services in addition to the traditional
advice. Thus, Robo-Advisors must be
seen as new competitors in an already
developed market. How do Wealth
Management firms react? While most
firms don’t bother to take FinTechs and
their innovative approach to simplifying
services and decreasing the costs of
these services too seriously, some other
Wealth Managers have understood that
these new services and products are
complementary to their service offering,
rather than substitutes. These Wealth
Managers establish cooperations, develop
and offer their own product, or acquire an
existing platform to penetrate the market.
The challenge is how to implement such
a product in the given infrastructure and
how to implement a service which can be
offered even to retail customers without
harming the feeling of exclusivity for
UHNWIs, HNWIs or affluent clients.
Alternatively, one might argue that
the increase in Robo-Advisory firms
indicates that their current business
model is still easy to copy. This implies
that an investment in a really disruptive
Robo-Advisory could create a significant
advantage for a Wealth Manager.
Despite the discussion about fee
structures, disruptive technologies, and
portfolio allocation, it becomes obvious
that products and services which were
once seen as unique and extraordinary
are nowadays available to everyone. The
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smallest retail client has access to FX,
commodity trading, all kinds of funds, and
structured products. Wealth Management
firms have lost the ability to offer unique
financial services. Some have expanded
their range of products and services to
generational planning, concierge services,
reporting services, and other non-financial
services. If Wealth Managers do not
re-invent their advisory approach and
their product and service offering, they
will see an unavoidable increase of brave
young market participants who reinvent
the market and gain tremendously
big market shares. Low-cost products
such as ETFs force Wealth Managers to
explain high high product and advisory
fees and the benefit of trusting an
advisor. Changing from a buy-and-hold
strategy to an in-and-out strategy cannot
be the answer to justifying high fees.
Offering unique products which require
a minimum investment, the creation of
fee transparency, and honesty in fee
assembling is one way to explain and
show clients the added value of Wealth
Managers. They must offer a unique and
outstanding service to their clients – today
and even more importantly in the future.
Wealth Managers must master the
integration of already available lean and
low-cost services created by FinTechs
to overcome the low-cost demand
of customers in a challenging market
environment. Moreover, Wealth Managers
must create values beyond financial
services to provide their customers with
additional value and justify their fee and
pricing structure. Beyond the challenge
groups “Clients” and “Products” Deloitte
Consulting Wealth Management German
Practice has identified the challenge group
“Resources & Revenue” which is described
next.
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3. Resources & Revenue
Human Capital is the most valuable asset
of every Wealth Management firm. People
determine the success of the company
and the level of customer satisfaction –
human interaction can ultimately make
the difference. Nevertheless, most firms
struggle to lead their advisors to the next
level of Wealth Management. Although
classic advisory approaches will remain
a key success factor of advisors, the skill
profile must be enhanced towards multichannel tools, new technologies and
products as well as the way to interact
with and educate new customers.
The demand for education can be
derived from the increasing interest for
interactive learning and self-determination
regarding investment decisions. New
client segments want to understand how
financial markets work, but they do not
want to read books – gamification is the
key. Therefore advisors must understand
the needs of the new generation of
UHNWIs, HNWIs and, perhaps most
crucially, the above-mentioned affluent
segment.
If one observes the traditional behavior
of most Wealth Managers, one can
argue that they might have won young,
motivated, and intelligent advisors, but
they have failed to leverage their spirit to
shift the advisory approach to the next
level. Wealth Managers need leaders who
are able to lead the change and ensure to
involve the stakeholders as they are the
key factor for future success.
Furthermore, Wealth Managers are often
not able to leverage the data available
internally, e.g. spending habits, travel
details, or advisor knowledge. Instead
of focusing only on KPI comparison of
individual advisors, they should use
modern data analytics to understand
why some client advisors are more
successful than others. Making advisors
more efficient is a key factor in increasing
revenues and lowering the CIR.

Another crucial point for improving KPIs
is the focus on the core business. Offshoring and out-sourcing of non-core
business are well known in the industry,
but many Wealth Managers have failed
to master this challenge. “Make or buy” is
always a hard decision and it is far more
than a pure cost take out – it must be a
strategic decision, which should, once
in place, be followed for at least three
to five years. Many aspects such as data
security, special requirements for special
customers, and regulatory requirements
have to be evaluated before a decision can
be made. However, a majority of Wealth
Managers are not able to manage an
out-sourcing project, either due to lack of
experience or because of the choice of an
inefficient selection and implementation
process. Once non-core departments
are off-shored or out-sourced, the
management and the leaders of Wealth
Management firms can focus on their
customers.

The war for talent was
already announced years
ago, but have Wealth
Managers done a good
job of standing out here?

The third option every Wealth Manager
has is often overlooked – leveraging their
own platform. Why not use economies
of scale and offer a well-functioning
process to the market? This reduces costs,
decreases dependence on third party
providers, and secures stable revenues.
In the long run, Wealth Managers must be
able to invest in the future of the company.
Focusing on core activities can be one
approach to releasing project budget
and tackling the revenue weakness of the
company. However, costly investments
in new technologies and new advisory
models are necessary to compete with
low-cost advisors and emerging RoboAdvisors. Examples from other industries
(e.g. Apple or Google) demonstrate that
these investments are necessary to be
the front-runner of an industry. Therefore
every Wealth Manager has to identify core
assets and offerings and invest into these.
This approach leads to lower costs and
a business model which increases client
satisfaction and therefore helps deepen
market penetration.

13

Leading the industry means being the front-runner – reinventing German Wealth Management

Most Wealth Management firms
perceive using cutting-edge, innovative
technologies and channels to make
contact with their clients as difficult to
implement, but it is the only way to master
the industry’s income crisis. For years,
Wealth Managers generated high incomes
which led the industry to forget to develop
a cost focus. Recent regulations and the
increasing cost-sensitive focus of clients
endanger constant income sources such
as the “trailer fee” and limit stable cash
flow generation in the future. Some
German Family Offices have recognized
these market shifts and have already
entered the affluent segment by offering
technology-based advisory services.
These Family Offices are the front-runners
of the industry as they act more agilely
and innovatively compared to Wealth
Managers who still work in outdated
structures.
In summary, the main challenges
associated with resources and revenue
are the hiring of advisors 2.0 – the younger
generation advisors as well as technologybased advisors, the use of internally
available data to improve the performance
of each advisor, the “make-or-buy”
decision as well as the implementation
of new technologies. The fourth main
area of challenge, the IT infrastructure, is
described below.
4. IT infrastructure
It is common knowledge that the entire
financial services industry is challenged
by its own, outdated IT infrastructure.
EMIR and MiFID2/ MiFIR are only two
examples that show that regulators are
able to cope with complex and big data.
The entire financial industry must be
able to deliver the requested granularity
of data. This requires a well-organized,
structured, modern IT governance and
data management to be able to fulfill the
requirements in a cost-efficient and timely
manner. The challenge is that today’s
infrastructure is ill-suited to meet all the
above expectations.

The International Private Banking Study
2015, published by the University of
Zurich, estimates that 46% of the total
operating costs of German Wealth
Managers are administrative costs,
which includes IT costs.3 This figure is the
highest in the relevant European markets
and 10 percentage points higher than in
Switzerland and Liechtenstein. Combined
with the statement that the Germans’ CIR
is the highest in the respective peer group,
one can conclude that German Wealth
Managers are spending significantly more
on IT. Reducing IT spending does not only
imply a reduction of CIR to healthy levels,
it also increases the amount of investment
budget available to develop the business.
The IT infrastructure of today’s Wealth
Managers has mainly evolved over the
last decades. Systems are customized
and special tasks are conducted with
dedicated software. Multiple data
warehouses store information which has
to be manually modeled and re-assembled
later on. This fragmented IT infrastructure
is accompanied by high software licensing
fees and even higher onsite support and
maintenance costs. Each program and
system requires key resources which are
needed to conduct certain processes; this
increases not only risk and dependency
but also the bargaining power of vendors
and employees. Conducting a wellfunctioning IT governance with such an
infrastructure is almost impossible. This
increases the risks and costs of every
process but especially the risk of not
complying with regulations.
Although the industry has invested
large amounts of money in simplifying
the IT infrastructure, the result of those
initiatives is often worse. This frequently
has multiple reasons: advisors tend to
insist on special functions for existing
clients – often without talking to the client
beforehand; the vendor pre-selection and
assessment was weak or driven top-down;
project efforts were wrongly estimated
3
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Source: The International Private Banking Study
2015, University of Zurich, 2015, www.bf.uzh.ch.

Administrative costs add
up to 46% of total costs

Leading the industry means being the front-runner – reinventing German Wealth Management

and resulted in a partial solution; or the
management changed and initiatives
were canceled. Not to mention the many
cases in which the decommissioning of
systems had finally been tackled and
kicked off with much noise, only to find the
system still in the list of active software
years later because the last 2% of clients,
traffic, products, or positions were never
migrated away – or no smart data retrieval
solution was implemented.
But Wealth Managers are not only
challenged by their current IT set-up, they
are also confronted with new, emerging
IT solutions. They are lean, fast, agile, and
low-cost alternatives to traditional Wealth
Management IT solutions and services.
The simplest form of such an IT solution
might be found with the easy questions:
•• Should a Wealth Manager outsource,
near-source or on-source special
services and the attached software?4
•• Is it possible to use cloud computing to
avoid high server costs?
•• How to work with “software as a service”
solutions?
All these decisions must be analyzed
openly and objectively, even though
Wealth Management firms traditionally
have been even less inclined to deal with
“tech stuff” than the ordinary bank or
broker.
More sophisticated approaches such
as digital client channels are wanted by
customer groups, but seldom provided
by classic Wealth Managers. They must
look beyond the classic banking business:
learning from the consumer product
industry, which has been using multiple
channels for several years, might be worth
a second look. The implementation of
new functions and tools which interact
4

Out-sourcing is defined as transferring software
and/or services to a third party provider. Nearsourcing is defined as transferring software and/
or serives closer to the core users. On-sourcing is
defined as transferring software and/or serives to
the core users.

with the client in a new way must be
applied to attract the next generation of
Wealth Management clients. Gamification
of applications and services is the latest
trend to attract customers’ attention
and satisfy the demand for learning,
self-management, and advice. Although
IT is rarely a strategic topic with regard
to business development and target
client contact, Wealth Managers should
recognize the potential of well-developed
software. Major industry players have
developed software which fits their
business and operating models pretty
well, even offering the potential to
generate additional revenue by licensing
this software to other financial players.
Wealth Managers must understand that
a well-functioning IT infrastructure is
crucial for a lean and cheap operating
business, regulatory compliance, and
customer satisfaction. Mastering
the transformation of a 20th century
fragmented IT infrastructure to a state-ofthe-art, lean, customizable, and efficient IT
infrastructure is a crucial success factor.
The final group of challenges “Regulation &
Reputation” is explained next.
5. Regulation & Reputation
Regulation has been one of the major
challenges to the financial sector for the
last decades. However, since the financial
crisis, regulators and authorities have
imposed several new regulations and
risk measures. To comply with these
regulations, Wealth Managers have
invested large portions of their project
budgets in self-developed or third-party
solutions. However, some industry
players are far behind their original
implementation schedules. This not only
affects the compliance rate but also the
investment behavior of Wealth Managers.
Each euro spent on regulatory projects
is one euro less of budget that can be
invested in new technologies or business
development. In the best case, investment
in new technologies covers also the lean
and efficient realization of regulations.

Why has no Wealth
Manager implemented a
“Regulatory Factory” to
increase the efficiency of
regulation implementation
work?
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Leveraging Deloitte's capabilities
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Source: Deloitte Consulting GmbH

Furthermore, internationally active
Wealth Managers are faced with different
regulations for different jurisdictions,
or with one regulation in multiple
jurisdictions. But mostly they are not
able to align the global regulatory
work. Duplicated structures often
result in different solution approaches,
double efforts, and higher costs. The
associated cost increase prevents Wealth
Management firms from investing in the
future of the business and intensifies the
cost-income problem.
Closely connected to increased regulatory
requirements is the increased risk of
reputational damage. To be non-compliant
with a regulation is not only costly, it also
creates damage to the reputation of the
Wealth Manager – one of the greatest
assets a Wealth Manager has. The past
has shown that not only regulations
can cause undesired negative media
exposure: unethical service offerings, tax
avoidance strategies, and disclosures of

16

customer data have created tremendous
reputational damage for specific Wealth
Managers, but also for the banking
industry as a whole. According to Forbes,
Apple is the most valuable brand (€138bn),
the first German brand on the list is BMW
(€25.8bn), and the first financial services
provider is American Express (€21.8bn).5
The brand value of Germany’s biggest
bank is smaller than the brand of LEGO
(€6.3bn) and thus is not listed in the Top
100 most valuable brands. German Wealth
Managers and banks must improve their
public image to be able to compete with
international competitors.
Although Wealth Managers are organized
with a focus on their clients, they often
underestimate the value of public
relationship management. The up-front
costs might have a deterrent effect, but

5

http://www.forbes.com/powerful-brands/
list/#tab:rank; Retrieved 08/09/2016.
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the industry must be aware that their
public image has experienced severe
damage. This can cause even more
problems in the future, starting with
increasing efforts for hiring the next
generation of advisors, and ending with
clients who lose confidence in the market
practices of the Wealth Manager.
The industry and every employee must
remember that every action causes
a reaction. Products, services, and
processes must be strongly connected to
the brand impact of the Wealth Manager.
Together with an improved regulation
implementation process, Wealth Managers
will themselves be able to determine the
brand they want to represent.
These five challenges show that
Germany’s Wealth Managers are faced
with multiple problems, which are caused
either by structural problems or by
missed investment opportunities. Clients,

Products, Resources and Revenue, IT
infrastructure, Regulation and Reputation
are well known buzz-words, which have
been chosen to demonstrate the impact
of the challenges and problems today’s
Wealth Managers have to deal with. The
German Wealth Management industry
cannot provide an example of one single
advisor who is clearly leading and guiding
the industry with an ethical, compliant,
and client-centric approach. Changing
this image is an industry task, but it has
to start in the minds of the industry
leaders first. To be able to act as a trusted
partner, WMG has developed a framework
consisting of 10 building blocks to identify
the problems of a Wealth Manager in a
certain business entities to create and
implement solutions. Although it would be
wise to use all building blocks, the blocks
can be assembled in modules consisting
of logical block groups to address only
partial aspects of the challenges.
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How to become the
front-runner
A Wealth Manager can accomplish several building block
sprints to reach the lead, but in the end, Wealth Managers
need the endurance for a marathon – Deloitte Consulting’s
10 building blocks represent the endurance needed
Wealth Managers – like their clients – are
unique, and need individual solutions for
individual compositions of challenges.
Embedded in the international network
of industry experts, legal and digital
leaders, the WMG has designed a unique
approach to identify and assess the
individual challenges, build and implement
outstanding solutions to ensure that our
clients can champion excellence, and be
an industry front-runner, much as we are
in ours.
The processes are structured in such
a way as to ensure that each group of
challenges can be tackled individually.
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Thus Deloitte is able to group the building
blocks into modules which fit the structure
of the individual Wealth Manager best.
This modularity ensures that our clients
can realize quick wins in tactical projects
as well as long term fixes in strategic
projects. Individuality and customizability
is the key for Deloitte to deliver the best
solution. The modular system ensures that
challenge groups can be prioritized and
solved individually. However, as challenges
are often interdependent, it might be wise
to analyze all groups to identify quick wins
and synergy effects, high risk areas, and
strategic decision issues.
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The first step in the modular system is the
“As-Is-Analysis” which takes, depending
on the scope, four to eight weeks, after
which priorities are defined together with
the client. This is followed by solution
development and implementation – the
full modular system is described below.
Block 1 – Client Relationship
Management
Block 1 – Client Relationship Management,
represents the analysis of the core activity
of each Wealth Manager – the client
contact. Most Wealth Managers have
recognized that they have inconsistent
or poorly developed strategies to reach
existing and new clients or to create a
loyal clientele which is not merely looking
for the lowest price in the market. Deloitte
is able to identify white spots in the
contact channel infrastructure and the
weaknesses of the existing channels.
By using the unique environment of

Deloitte Greenhouse, the development
of new channels can be tested and
scientifically analyzed: this ensures the
implementation of the most efficient
channel infrastructure.
It is essential for Wealth Management
firms to answer questions such as: Which
channels are used to reach a client?, How
do different client groups perceive this
contact?, and How successful in terms
of costs and revenues are the different
channels/client interactions? By leveraging
the Deloitte NeuroScience Institute we
are able to analyze the reactions – direct
emotions as well as body language – to the
different methods of client contact.
But the Greenhouse can be used not
only to analyze and improve the current
contact channels: by designing and
developing new contact channels to reach
the new generation of wealthy clients –

Fig. 6 – The modular system – attacking the challenges
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the Millennials as well as the technically
savvy wealthy age group of generation
X.6 Especially the youngest members
of generation X have already created
significant wealth and must be considered
by each Wealth Manager.
Thus digital contact channels, interactive
portals, mobile solutions, and all-day
access to portfolios are key components
of the next generation of contact
channels. Aligned with the Wealth
Managers’ client strategy, Deloitte
Consulting and Deloitte Greenhouse
analyze the current channels, develop
and integrate the next generation
channels, and ensure the satisfaction
of both current and future clients.
But contact channels are not limited
to advisor meetings or smartphone
applications. Traditional client events
such as horse-races, golf tournaments,
and art exhibitions must be extended
by services in which the client can be

educated at the same time, while enjoying
a great invitation. Gamification is the
key to reaching young wealthy clients
who are looking for empowerment. They
want to understand market movements
and financial products. Deloitte is able
to design, prototype, and conduct client
acceptance tests to ensure that the
next generation is satisfied with the
educational concept of the future.
Creating new channels for the next
generation is highly important, but
modernizing the client relationship and
the contact channels with the existing
clients is no less important. Simplifying
client reports might be one solution to
increasing the satisfaction of aging client
groups. To modernize the currently-used
channels, the Deloitte Greenhouse and
NeuroScience Institute can be leveraged
to optimize the tools for the needs of
aging clients.

Fig. 7 – Building Block 1 – Client Relationship Management
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Generation X is defined as people born between
1965 and 1980.
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With the improvement of the contact
channels Deloitte not only focuses on the
usability, acceptance, and satisfaction
of Wealth Managers’ clients but also on
the return on investment. Each client
contact increases the costs and thereby
the cost-income-ratio. Although personal
contact and reachability are keys to the
development of a loyal client relationship,
Deloitte is able to identify weaknesses in
the spending activity by implementing key
measures which indicate the benefits of
different channels. This enables Wealth
Managers to increase cost monitoring
and concentrate on the most promising
contact channels.
Identifying the most efficient and
satisfying channel to contact the different
target and existing clients is crucial for the
long term success of a Wealth Manager.
Channel planning and monitoring must be
a key element of the long term strategy.
Thus analyzing the current channels,
improving, and extending these is a key
factor for long term growth.
Block 2 – Client Segmentation
While Block 1 analyses and improves the
ways a Wealth Manager interacts with
its clients, Block 2 – Client Segmentation
is used to create logical and the most
beneficial client segments. Although
each client is unique and requires
unique services, similarities exist and
should be used to realize synergies and
reduce advisory costs. To identify these
similarities and observe the change in
clients over time, it is important to be
able to increase the services which can be
provided to the client.
The aggregation of clients into segments
can be used to form lifecycle groups
within the segments. Using these lifecycle
groups to predict the transition of e.g., an
affluent client to an HNWI can support the
customized preparation of products and
services. Doing so will not only increase
client satisfaction and loyalty, it will also
increase revenue while at the same time

decreasing the costs of advisory services.
How is this miracle possible?
Today, most Wealth Managers create
segments based on the wealth under
management, age groups, or investment
preferences. Although this approach
delivers valuable insights and creates
synergies, Deloitte Consulting’s emphasis
is to create client segments which are
scientifically valid using – within legal
bounds – available client data to identify
typical spending behavior, investment
decision drivers, and product preferences.
Using this data as well as the historical
data of client behavior over time, one
is able to forecast different investment
behaviors and advisory needs before the
client segment demands these products
and services – the Wealth Manager creates
lifecycle clusters within client segments.
To be one step ahead of the client’s needs
is the key to reducing costs, increasing
revenue, and serving the client best.
Escorting client segments on their lifetime
journey as a competent partner and
trusted friend must be lived.

Who are tomorrow’s
clients and how are they
to be identified?
How can more valuable
client segments be
created?
How can a Wealth
Manager use Big Data
to predict clients’ wealth
development?

Figure 8 illustrates this client lifecycle
approach. While all client segments
require a different composition of
products and services, the Wealth
Manager analyses the clients’ data and
identifies those clients who have the
highest potential to become e.g. an
HNWI client. Once identified, the Wealth
Manager is able to accompany this client
on his or her journey. Special services and
products can be offered. This strengthens
the client’s relationship with the Wealth
Manager and increases the level of
satisfaction. While the affluent segment
has the highest profit margin, the overall
revenue is rather small. But transferring
affluent clients to HNWIs increases overall
revenue and thereby generates higher
profits, although the profit margin is
smaller compared to the affluent segment.
To identify these segments and lifecycle
clusters, Deloitte assesses the current
segmentation approach and provides
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Fig. 8 – Client Lifecycle Approach
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support for big data analysis, market
research to identify tomorrow’s most
valuable clients, and tools to help Wealth
Managers’ clients develop themselves
in the desired future. This includes the
creation of client-product-matrices,
client demographic heat maps, and the
quantitative validation of prediction tools.
In addition to the analysis and
improvement of the current client
segmentation, Deloitte Consulting is able
to identify new target segments such as
the affluent market. Depending on the
Wealth Manager’s strategy and market
offering, Deloitte Consulting will assist
in defining products and services which
can be easily leveraged to new target
clients creating higher margins on existing
products. Together with the improvement
of new contact channels, this could
provide the opportunity to create
constant cash flows.
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Block 3 – Innovation Management
In Block 3 – Innovation Management,
Deloitte Consulting analyses and improves
the current technology and product
landscape of the Wealth Manager. The
WMG constantly observes IT and solution
providers to know which services are
available. By screening the client’s current
IT infrastructure, Deloitte identifies
redundant structures, weak points, and
whether smarter solutions are available.
The current IT landscape is visualized
and compared to an agreed state-ofthe-art landscape. Cost-benefit analyses
are conducted to identify the impact of
changes on the current IT landscape. This
includes leveraging the global Deloitte
Network as well as the Deloitte Digital
unit and their expertise in the FinTech
industry. Implementing FinTech solutions,
or opening one’s own API for this industry,
can be a rejuvenating cure for one’s own IT
infrastructure – for a fraction of the price
compared to a classic IT infrastructure
change project. However, these projects
must be well planned and monitored to
ensure a successful transformation.
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But Innovation Management does not
only focus on restructuring, or increasing
the IT infrastructure efficiency, it
includes cloud computing solutions as
well as the monitoring of the increasing
FinTech company landscape. Deloitte
has expertise on whether cloud-based
solutions can be favorable for the
Wealth Manager and for its clients. This
includes the service of Deloitte Forensic
departments which are able to simulate
hacking attacks on IT systems, to
investigate and ensure IT security for the
Wealth Managers’ applications – whether
cloud-based or not. Wealth Managers who
have decided to implement client features
using elements of “gamification” can use
Deloitte’s Greenhouse and NeuroScience
Institute to test the acceptance of the
new features. This is done with scientific
instruments such pupillary reflex tests,
heartbeat control, heat cameras etc.
In addition to the expertise in cloud
computing analysis and gamification
analysis of the IT infrastructure, Deloitte
is able to implement and run a monitoring
of the FinTech company landscape. These
time-intensive services can provide deep
insights for the competitors of tomorrow,
act as an indicator for strategic decisions,
or as an instrument for cooperation and
exchange with FinTechs.

And again, there is yet more that defines
a leading innovation management and
sets a successful Wealth Management
firm apart from its competition:
innovation management is not restricted
to IT infrastructure improvement and
competitor monitoring, it includes also the
development and market entry concepts
for new products and services and, if
desired, the creation of a revolutionary
advisory approach, beginning with the fee
structure and ending with the facilities
used.

Knowing clients’ desires is
crucial to success!

As discussed in the challenges, the Wealth
Management industry struggles with
high costs and competition. To overcome
this challenge, it is crucial to listen to the
clients, and create the desired products
and services. By conducting client
surveys and market trend observations,
Deloitte is able to deliver a “As-Is” and
“To-Be” product and service landscape.
This includes recommendations for
increasing revenue or decreasing costs for
existing products as well as support for
designing the product. In the innovative
environment of Deloitte Greenhouse
we are able to prototype new solutions,
simulate client experiences, and design
the new Wealth Management.

Fig. 9 – Building Block 3 – Innovation Management
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Building Block 3 – Innovation Management
is able to analyze the IT infrastructure as
well as the product and service offering of
a Wealth Manager. Based on the current
set-up, recommendations and solutions
are designed to increase efficiency and
satisfy the Wealth Manager’s clients’ needs
best. Many of today’s Wealth Management
firms seem to be prisoners of costsaving topics, regulatory requirements,
or busy defending “the old way of doing
things” – being innovative is not a matter
of extra-curricular activity but is essential
to survival!

products such as Robo-Advisory, new,
highly profitable market segments such
as the affluent segment can be reached.
However, the way to reach this market
segment must be planned well to ensure
that current clients do not lose confidence
in the brand. The image of a low-cost and
low-quality provider must be avoided.
The WMG can provide market entrance
studies, client surveys, and design studies
to ensure both – an attractive market
offering for affluent clients, as well as an
undamaged brand reputation for
(U)HNWIs.

Block 4 – Expansion
In times of increasing competition, seeking
for growth in AuM, and increasing CIR,
building Block 4 – Expansion is a key
element in determining where the weak
points of the current strategy are and how
to overcome these challenges.

Moreover, by using the global Deloitte
Network and expert insights into local
markets, the German Practice is able
to design market entry strategies for
offshore markets in accordance with the
local legislation, customer habits, and
product needs. New geographical markets
require a local as well as an international
footprint. This starts with the design of the
branch and ends with the correct behavior
of employees. Through its international
presence, Deloitte is able to provide deep
market insights into all geographical areas

Aligned to the strategy of the Wealth
Manager, Deloitte will review the current
market segment, design, test, and validate
appropriate market entry strategies
and products. To leverage cost efficient

Fig. 10 – Building Block 4 – Expansion
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of the world. When expanding into new
markets it is crucial to understand the
ethical, religious, and moral values of new
clients. Expansion into Asian markets
in particular can create strong growth
opportunities. The number of HNWIs has
grown at an above-average rate and the
total number of UHNWIs is nearly the
highest in the world. However, market
entry might be complicated and product
offerings must be adjusted to the local
market. Leveraging local Deloitte expertise
for the creation of a geographically
customized target operating model is a
key success factor in expansion into a new
market. Another emerging segment is
Islamic Banking (estimated assets of €1.8
trillion7). This places a major strain on the
current investment principles of European
Wealth Managers. Adding this investment
strategy to the product portfolio will
increase the number of potential clients.
Expansion into new geographical areas
and new financial products is not the limit
of expansion. Non-financial products
can be a complementary offering.
Housekeeping, booking, or chauffeur
services are some examples. Going one
step ahead, why not partner with an
emerging startup such as Uber or Airbnb
to offer clients helicopter services or
exclusive properties? These offerings can
limit the internal costs while improving
client satisfaction.
The result of expansion might be nothing
less than a new operating model. An
illustrative target operating model is
explained in the next chapter.

Block 5 – Price Models
Finding the appropriate balance between
fees charged, cost sensitivity of clients,
and the CIR is the most difficult and most
challenging decision a Wealth Manager
has to make. Regulators are asking for
fees to be made more transparent and
for the client to be shown which costs
are related to the fees charged. The
increasing competition from foreign
Wealth Managers and the refocusing
on the Wealth Management activity
of German banking corporations and
FinTechs increase the price pressure. In
addition, Wealth Managers have started
to change their pricing model. Quirin
Bank, for example, has introduced the first
fee-based advisory approach – kick-backs
received are transferred to the client.

Why not create
transparent and modular
price systems?

In building Block 5 – Price Models, Deloitte
Consulting Wealth Management Practice
Germany investigates the current fee
structure for products and services.
Cash cows, cross-selling products,
complementary and substitutional
products and services are identified
and analyzed in a structured way.
Alternative pricing models are calculated
and assessed against the current fee
structure. This includes the modeling of an
“all-in fee advisory model” which targets
different customer segments, affluent
market offerings, and a Best Practice
approach for future pricing models.
Furthermore, an investigation is made
of whether clients wish for non-financial
services such as concierge or event
management and which price sensitivity is
connected with these offerings.
Other pricing models could include a
preventative program in which the client
has to pay higher fees in the event of high
returns and lower fees in times of negative
returns. This would save the client
from additional charges in weak market
environments.

7

According to https://www.globalcreditportal.com/
ratingsdirect/renderArticle.do?articleId=161759
9&SctArtId=383948&from=CM&nsl_code=LIME&
sourceObjectId=9588037&sourceRevId=1&fee_
ind=N&exp_date=20260418-15:22:17 Retrieved
08/24/2016.

As German clients are very price-sensitive,
the pricing model is a key element
attracting new customers. Price can
be used as a tool to gain market share.
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Offering low-cost products such as RoboAdvisory, Wealth Managers are able to
gain tomorrow’s wealthy individuals as
clients. But prices can also be lowered by
streamlining the current product offering.
Instead of pure individual solutions, basic
versions of products and services can
be created and designed as modular
elements which can be built up to unique
products. Using Deloitte’s know-how in
process and product segmentation and
reconciliation, complex service offerings
can be decomposed and re-engineered,
often with an easier and lower price
structure without increasing the CIR.
Changing the image of the price for
excellent Wealth Management from a
necessary evil to part of the customer
journey is crucial for client satisfaction.

Fig. 11 – Price Models Today vs. Proposed Future Price Models
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Block 6 – People
Building Block 6 – People analyzes the
internal structure, behavior, development,
and efficiency of advisors and supporting
departments. As already mentioned
in Block 1, the implementation of key
measures for successful client contacts
is part of the assessment of the internal
performance measurement system.
Performance measurement systems are
crucial for every Wealth Manager, but as
much as they can benefit the management
and leadership team, such a system can
bring disadvantages and be demotivating
for advisors. Deloitte is able to conduct
surveys and reaction tests with advisors to
improve the performance measurement
system to become a transparent and
helpful tool for employee improvement
and empowerment. The transformation
from managers to leaders as well as the
training of leaders are as important as
performance measurement tools and
employee rewards. Together with Deloitte
Consulting Human Capital, training and

leadership forums can be implemented
to train Wealth Management executives
to lead by example and to inspire their
employees.
An open and motivating culture can
be used to restructure the advisory
model and the processes executed by
employees. Do advisors have to know
too many products? Should they focus
more on relationship management
instead of both product expertise and
relationship management? Is it possible
to form a product expert team and a
relationship management team to focus
on the strength of employees? This must
be assessed together with employees
and clients. Identifying the strength and
weaknesses of both models is a core task
of the WMG.

How to support today’s
Wealth Management
advisors to reach the next
level?
Wealth Managers must
act today to coach their
advisors and hire the next
generation of advisors!

The performance measurement
system and leadership training are
the cornerstones of attracting new
employees – the advisors of the future.

Fig. 12 – Advisor of the Past vs. Advisor of the Future
Building Block 6 – People
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Source: Deloitte Consulting GmbH
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Although studies claim that clients want
less advisor contact in the future and
market participants predict that artificial
intelligence can replace advisors, Deloitte
is convinced that (U)HNWIs will still require
personal contacts. However, the advisor of
tomorrow must be much more flexible and
technologically better trained than today.
In fact, physical contact will decrease,
but interaction via digital channels will
increase. Therefore Wealth Managers
must train their existing advisors and staff
the future generation of advisors. Deloitte
Consulting will investigate whether the
right training and hiring requirements are
in place. Figure 12 describes the change
from the advisor of the past to the advisor
of the future. Skills and focuses change
towards new technologies, expert support
for products, deep regulatory knowledge,
and high ability and willingness to change.
Continuous learning is a key skill of the
advisor of the future.

The question which arises is: How many
of today’s advisors demonstrate the skills
of the future? Are Wealth Managers able
to compete with the emerging FinTech
competition which offers clients most of
the above-mentioned attributes?
Block 7 – Industrialization & Leverage
In building Block 7 – Industrialization &
Leverage, Deloitte Consulting, analyzes the
IT infrastructure of the Wealth Manager.
This building block is strongly connected
to Block 3 – Innovation Management,
but this block analyzes whether specific
processes, workflows, or systems can
be used to industrialize and leverage
specific tasks. Due to organic growth in
the past, many Wealth Managers use
multiple IT systems for multiple tasks
instead of a few core systems for all
tasks. As Figure 13 demonstrates, by
using all the features of a limited number
of platforms it is possible to streamline
workflows, reduce the number of

Fig. 13 – Ideal IT Infrastructure vs. Lived IT Infrastructure
Building Block 7 – Industrialization & Leverage
Ideal IT Infrastructure vs. As-Is Infrastructure Attributes
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Source: Deloitte Consulting GmbH

28

Leading the industry means being the front-runner – reinventing German Wealth Management

systems used, and increase efficiency
and bargaining power with the vendor.
Deloitte Consulting therefore creates a
scalability landscape which describes the
current processes and underlying systems
and compares these to the possibilities
of the underlying systems. This visualizes
the synergies and main systems
which should be used. Furthermore,
whether manual work processes can
be automated is investigated. Deloitte’s
practical experience shows that Wealth
Managers who operate multi-nationally,
infrastructures are duplicated, or different
IT systems are used to perform exactly
the same process within the same
regulatory framework. Identifying these
double structures and decommissioning
them can create large benefits for Wealth
Managers.
Moreover, many Wealth Managers,
especially those in larger banking
corporations, have self-developed
software. A glance behind the scenes
of some Wealth Managers gives the
impression that the Wealth Manager runs
a software business instead of a financial
institution. However, in some cases,
financial institutions have spent enough
budget on a self-developed software
that it could be offered on the market,
for example as a white label offering. This
creates additional revenue for the Wealth
Manager. Based on its market expertise,
Deloitte is able to identify these self-made
solutions and prepare and run a market
case. Alternatively, Wealth Managers can
look for joint venture partners to develop
outstanding software solutions. Bringing
together Wealth Management expertise
and creative IT capabilities can create
outstanding solutions. Being active in
both industries, Deloitte Consulting is
able to bridge the gaps and function as
intermediary for the joint venture.
In addition, Deloitte Consulting is able
to analyze the data storage systems and
prepare a plan to create a lean and agile
data storage system which is capable of
storing, aggregating, and analyzing the

relevant data. This can create additional
value and insights into client behavior
and revenue streams. Furthermore, a
lean data storage center reduces the
costs while increasing efficiency and the
possibilities for client reports.
Block 8 – Compliance Excellence
In Building Block 8 – Compliance
Excellence, Deloitte conducts a deep
regulatory compliance check. A regulatory
map is created which displays all global
and local regulations a Wealth Manager
is faced with and how these regulations
are currently implemented. Moreover, the
impact on data provision is investigated
as well. This is the groundwork for the
implementation of a regulatory factory,
which monitors changes in existing
regulations or additionally emerging
regulations and searches for synergies in
the data provision process.
This set-up ensures a lean and fast
regulatory impact assessment and
provides important insights for project
planning as well as creating a regulatory
excellence team over time which is able
to capture Best Practice examples for
regulation implementation.
As a next step, Deloitte Consulting
creates a blueprint for a special team, the
“Regulatory Cockpit”. The Cockpit groups
key elements of a successful regulation
implementation: data warehouse access
and logical data-grouping, stakeholder
management, legal support, IT governance
expertise, a project management office,
and a delegation center. The delegation
center constantly analyzes whether a
third party provider is able to deliver a
better, leaner, cheaper, and at least equal
quality solution for a specific regulation.
By formulating and implementing key
workflows, the basis for a successful
routine of regulation implementation is
created.

The Regulatory Cockpit – a
chance to create a center
of excellence and increase
regulation implementation

In the case of a Wealth Manager
operating multi-nationally, the Regulatory
Cockpit must be extended by the global
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Fig. 14 – Building Block 8 – Compliance Excellence
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Source: Deloitte Consulting GmbH

monitoring and alignment center. Since
locally valid regulations require similar
data, the center analyzes the impact of
regulations on different jurisdictions as
well as regulatory overlap and facilitates
tailored reports to and from local
authorities. Often Wealth Managers can
use synergies to avoid data duplication
and double efforts. Moreover, a global
action PMO can align solutions and use
the available resources best.
Although the implementation of
the Regulatory Cockpit is strongly
recommended, the pre-analysis of valid
regulations, their compliance rate, and
impact analysis is a first step towards
understanding the impact of regulations
which have been imposed over time and
thereby created an uncoordinated and
unstructured data flow and manual workarounds.
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Block 9 – Brand Positioning
Building Block 9 – Brand Positioning is
a block which surrounds most of the
previously described Blocks. However, it
is also possible to investigate a Wealth
Managers’ structure with regard to Brand
Positioning on a modular basis.
As described in the challenges, German
Wealth Managers and financial institutions
are far behind international competitors in
respect to their brand value. Although it is
common knowledge that each interaction
with any stakeholder has an impact on
the brand of a Wealth Manager, many
decisions are made without consideration
of the possible impact on the brand. But
as the brand of a Wealth Manager is a core
asset, WMG considers Brand Positioning as
one Building Block.
Starting with a self-evaluation survey,
Deloitte collects the self-image of different
internal stakeholders of a Wealth Manager.
It is important thereby to collect not only
the leaders’ image, but also that of advisors
and non-client contact employees, since all
groups of employees are highly important
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for the well-functioning of a company and
the public image of the Wealth Manager.
In a second step, clients and target groups
are surveyed to create an external image.
Both the internal and the external image
are compared to the desired brand image.
The third step is to investigate what drives
image and to establish a brand monitoring
system (Figure 15 - Brand Monitoring
System) which weights all initiatives based
on the expected impact on the brand. This
includes compliance rates, regulations,
client segmentations, and product
offerings. Once the evaluated decision is
implemented, the real effect on the brand
is measured with monitoring systems. This
enables the process to learn from former
decisions and become more accurate over
time.

By implementing a brand monitoring
system Deloitte Consulting ensures
that the Wealth Manager is aware of the
expected impact on the brand. In case of
an expansion of the product portfolio by
implementing e.g. a Robo-Advisory, the
Wealth Manager has to assess whether
its brand is negatively influenced by the
implementation. The brand monitoring
system can be used to assess whether
the Robo-Advisory service should be
implemented with an unconnected and
independent branding or if the existing
branding should be used. However,
protecting and increasing the branding and
the associated feelings is a must for every
Wealth Manager, as any damage is costly.

Fig. 15 – Brand Monitoring System
Building Block 9 – Brand Positioning
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Block 10 – Onshore Services
Building Block 10 – Onshore Services
are crucial for success in the German
market. After the implementation of tax
transparency between Germany and
several governments of countries with less
strict policies on taxation and anti-money
laundering, German Wealth Managers
are looking at promising opportunities
to attract German money from these
countries.
Identifying and realizing the comparative
advantage of Germany is a key
responsibility of the entire local Wealth
Management industry. Although taxoptimizing investment strategies are in
high demand, Wealth Managers should
consider a shift towards local investment
opportunities, including tax transparency.
Rising foreign direct investments indicate
that investments in Germany are
attractive. Instead of shifting assets from
Germany to tax havens, investors could
use the strong German economy to invest
in local businesses, realize above average
returns, and benefit from decreasing costs
which follow from the implementation of
tax-optimized products.
Supported by the Deloitte Analytics
Institute and the Center for the Long
View, Deloitte Consulting conducts a
scenario analysis of the impact of the tax
transparency negotiations. This externallydriven analysis ensures an independent
view, includes the investigation of pain
points and, which is most important,
analyzes the client on-boarding process.
Together with the Wealth Manager,
an action plan for on-shoring client
investments is developed.
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It is important to know which clients
should be targeted. This enables the
Wealth Manager to concentrate the efforts
of gaining new mandates and clients.
Therefore Deloitte Consulting offers a
market screening to identify target client
segments. Criteria such as the current fee
structure, FX exposures, tax advantage,
legal status, and future client expectations
are used to identify the target clients.
Despite existing clients, Wealth Managers
have to consider how to attract clients
who are currently not served by a
German Wealth Manager. Developing an
industry-wide strategy to tackle foreign
markets could be one solution to gaining
new clients’ offshore and onshore AuM
in Germany. Leveraging Deloitte as
an industry platform can increase the
speed and reduce the costs to build up
a German Wealth Management Industry
Board which represents the interests of
the German Wealth Management Industry.
Strengthening the German Market
increases the reputation and potential
growth of German Wealth Managers.

Why do Wealth Managers
not offer onshore
investments?
Do German Wealth
Managers have to build
strategic alliances?
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The New Target
Operating Model
Five challenges, 10 Building Blocks, one modular system,
thousands of individual target operating models, one result –
being the industry front-runner
Looking at the five challenges, it becomes
obvious that Wealth Managers must
change their way of doing business to
compete with foreign Wealth Managers.
Deloitte’s 10 Building Blocks are designed
to tackle the challenges and to improve
the operating model.
Once a Wealth Manager has decided
which Building Blocks should be
implemented, it is important to design
and align a target operating model (TOM).
Due to the modularity of the Deloitte
solution and the unique structure of each
Wealth Manager, it is highly important to
agree on a TOM before the development
of a solution is carried out. The result is a
unique TOM which fits best to the needs
of the Wealth Manager.

A pre-study of 4-8 weeks is used to
identify the existing challenges a Wealth
Manager is faced with. In agreement with
the Wealth Manager, a modular system
is developed to address the different
challenges identified. Each challenge can
be resolved with multiple or stand-alone
building blocks. The composition of the
building blocks determines the resulting
TOM.
After the pre-study, a solution and
implementation roadmap based on the
agreed TOM is designed and agreed.
Collaboration and cooperation with
Deloitte’s specialists and external vendors
are agreed. Milestones and deliverables
are assigned.
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Finally, the solutions are implemented
accordingly to the agreed roadmaps. The
result is a modernized and more efficient
operating model which is customized to
the needs of the Wealth Manager and its
clients.
Figure 16 shows an illustrative assembling
of building blocks which are used to
overcome the challenges in the Wealth
Managers organization. It is obvious
that each building block can be used in
each department of the Wealth Manager,
depending on the challenges identified.
Regardless of whether a Wealth Manager
decides to modernize the operating
model stepwise or disruptively in one
large project, to become the industry
front-runner, the Wealth Manager must
act today. Together with a competent and
structured partner, Deloitte, the hurdles
are low and the goal is close.
Fig. 16 – Modular Building Blocks and the resulting TOM
Modular Building Blocks to overcome challenges (1/2)
To return to sustainable returns and growth, Wealth Managers have to overcome
the challenges
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Source: Deloitte Consulting GmbH
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Fig. 16 – Modular building blocks and the resulting TOM
Modular Building Blocks to overcome challenges (2/2)
Illustrative usage of Deloitte s building blocks to analyze a Wealth Manager’s Operating Model in a modular structure
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Being the front-runner requires keeping the distance from followers and
mastering the impossible – stretching yourself to serve your clients
Deloitte offers Wealth Managers a well-developed modular solution to
overcome the industry’s challenges. Using the advantages of a globally active
company with experts in all areas, Wealth Managers can partner with the
world’s leading Consulting Company.
To be able to serve clients best, Wealth Management requires unique
solutions, innovative ideas, and the willingness to change. Partnering with
Deloitte Consulting Wealth Management Practice Germany enables the Wealth
Manager to implement unique and forward-thinking concepts which help
overcome today’s industry challenges.
Being trusted partner is Deloitte’s key to making you a front-runner.
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