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Dear Ladies and Gentlemen,

Asset management is an important aspect of life
planning, for which most of us like to hire specialists.
It is therefore extremely important that clients can
rely on high quality of services in this area. With this
transparency report, we aim to shed light on asset
management for the benefit of our clients and to
contribute to further fostering professionalism in the
industry with more competition and better compara-
bility.

This report deliberately avoids an overly technical
representation of results. First and foremost, this
report is written for clients of asset managers. It
should enable them to critically question the existing
situation in order to entrust the right asset manager.

Two significant trends

A lot has changed in asset management over the
past few years. In a business which is not often sub-
ject to rapid change, the shifts are not immediately
noticeable. Our analysis of client satisfaction and
offerings suggests two major trends.

On the one hand, we can clearly observe the trend
towards specialisation of providers. While until recent-
ly every bank and every asset manager covered as
broad a spectrum of services as possible, providers
have increasingly specialised in recent years. Today,
there are more and more financial service firms who,
for example, manage only one type of equity port-
folio or specialise exclusively in pension solutions.
These providers can introduce cost-efficient pro-
cesses and benefit from classic economies of scale.
The emerging business models like fintech, neo-banks
and the like have played a decisive role here. Only
very few of these new providers have been able to
establish themselves. However, the power of inno-
vation and change created by these start-ups has
revealed new solutions and forced the established
institutions to specialise. Today, even the largest
banks and asset managers with the broadest of
servicing spectrums are struggling to keep up with
the specialists.

ZWEI Wealth

On the other hand, ZWEI Wealth's analyses show
that structures independent of banks are becoming
more and more important. The model of a universal
bank or a private bank, which takes care of all of the
wealth matters alone, no longer seems to address the
clients’ needs as well as it used to. Especially in the
area of advisory services and consolidation, inde-
pendent approaches are increasingly establishing
themselves. Generally speaking, this trend is not new.
However, the technology is making these innovative
solutions more and more attractive for broader cus-
tomer segments.

We summarise this development under the term
Wealth Office. Until recently, professional and inde-
pendent wealth management structures were reser-
ved for institutional and very large private clients only,
but they are becoming increasingly important also for
the clients with assets between 2-100 million. We esti-
mate that in the next five years alone, between 3-5
million new Wealth Offices will be created worldwide.

Trust is good, comparing and monitoring is better
One of our findings from prior analyses remains un-
changed. The services and prices of asset managers
differ greatly. The quality of asset managers has im-
proved steadily in recent years. However, over 60% of
the offers still achieve an unsatisfactory overall rating.
Clients who trust blindly run a very high risk of disap-
pointing results. The good market conditions of the
last few years have certainly glossed over many ne-
gative aspects which, on a closer look, already start
to surface today.

We would like to express our sincere thanks to the
banks and asset managers for providing the data
which makes this increased transparency possible in
the first place. | wish all of you an interesting read and
hope to motivate clients to demand the best from
their asset managers. The independent experts at
ZWEI Wealth are happy to be at your service with

any questions and to assist you further.

Yours sincerely,
Patrick Miiller
CEO ZWEI Wealth
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Client satisfaction - the more
independent, the better

Clients are currently quite satisfied with the services of their asset
managers. With an average rating of 3.4, client satisfaction is ove-
rall at a good level. Several years of very high returns have certainly
had a positive effect on this high level of satisfaction. What strikes
is the difference between the service models. Those who have their
assets managed using solutions independent of banks, seem to be
generally more satisfied.

How satisfied are you with your current wealth management solution?
Source: ZWEI Wealth, 2022

L8, 8.8

ZWEI Wealth
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ZWEI Wealth conducted a survey on the level of satis-  scale from 1 (very dissatisfied) to 5 (very satisfied),
faction with wealth management services in the first with half marks in between.
quarter of 2022. The survey was conducted electroni-

cally. In response to the question "How satisfied are A total of 213 participants took part in the survey.
you with your current asset management solution?", The survey is not representative and there are no
participants were able to answer with a rating on a comparative figures for other time periods.
Bank clients 60 %
Source: ZWEI Wealth, 2022 (n=89)
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ZWEI Wealth Best Practice:
Wealth Office
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Investment strategy -
craftmanship beats magic

Sucess in managing assets greatly depends on the quality of the
investment strategy. ZWEI Wealth examined the success factors

of a good investment strategy. Conclusion: the simplest investment
strategies remain the most successful - and for good reasons:
forecasts, "new" asset classes and risk management models rarely
deliver on their promises.

Forecasting ability on financial markets developments
Source: ZWEI Wealth, 2020

Probability of accurate forecasts

high

<6 months 6-12 months 1-5years 5-10 years > 10 years

ZWEI Wealth



Transparency report 2022

What makes a good investment strategy? Research by
ZWEI Wealth shows three factors which distinguish more
successful investment strategies. All three factors are
derived less from the "magic" of an asset manager, but
rather fromthe good craftsmanship and implementation.

As little short- and medium-term forecasts as possible
Most financial market specialists know it. Forecasts
about developments on the financial markets are to a
large extent impossible. The chart on the previous page
illustrates the results of ZWEI Wealth's research over the
last seven years. For the study, we take forecasts from
leading asset managers and check them for accuracy.
The forecasts for short-term developments still perform
relatively well. However, these are reflected in the mar-
ket prices already, which means benefiting from them is
almost impossible. The medium-term forecasts are
clearly the most common. However, their probability of
occurrence is so low that a coin toss would beat them.
Only forecasts over the long term of around 10 years
are relatively solid.

Source: ZWEI Wealth, 2022
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Source: ZWEI Wealth, 2020
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ZWEI Wealth

The successful investment strategies are therefore
hardly based on short- and medium-term forecasts.

Basic ingredients instead of finished products
Another common feature of successful investment
strategies seems to come from the asset classes used.
We notice that investment strategies based on "basic
ingredients" (see chart below "Basic ingredients instead
of finished products") such as bonds and equities are
significantly more successful than those which largely
include "finished products" such as hedge funds,
structured products and other so-called alternative
investments.

Look beyond volatility as a measure of risk

A third factor which seems to separate successful
investment strategies is the consideration of risk.
Investment strategies which base their risk assessment
solely on the volatility measurements perform worse

in the long term than those which include financial
planning and purchasing power maintenance as an
additional risk factor.

Asset managers know a myriad of asset classes.
However, as in cooking, the range of basic ingre-
dients is limited and their use needs to be planned
according to the respective investment strategy.
Money and bonds primarily fulfil the function of
transaction vehicles, while shares and real estate are
suitable for the preservation of value. In most cases,
the new or alternative asset classes are only a form of
repackaging the basic ingredients described above.

Volatility has established itself in asset manage-
ment as the standard measure of risk. Unfortuna-
tely, it is often forgotten that there are other very
relevant risk measures which need to be considered
in an investment strategy. The preservation of
purchasing power is a prominent example to
illustrate the consideration of risk. Equity invesments
may be much riskier than cash investments in terms
of volatility, but not in terms of preserving purcha-
sing power.

Investment regulation



8 Transparency report 2022

Specialists are the better
portfolio managers

The performance of asset managers can certainly be measured
and assessed. Every year, ZWEI Wealth awards corresponding
ratings which help in the selection of asset managers. The diffe-
rence between the good managers and the average ones remains
significant. Overall, it is clear that the specialised portfolio mana-
gers systematically achieve better returns.

Comparison of returns in 2021 (US Dollar)
Source: ZWEI Wealth, 2022
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ZWEI Wealth
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“Past performance is no guarantee for future results”.
Does this common disclaimer by asset managers
mean that the past performance does not provide
any insight on the future? And does this also mean
that good asset managers cannot be distinguished
from bad ones in advance? We know: it is possible to
tell the difference.

It depends on the data

The past or the present do provide valuable infor-
mation for the future. It is just that this data is not
available to the customers in a transparent manner.
If you have the data, some vast differences become
apparent.

The approach developed by ZWEI Wealth for the se-
lection of asset managers is based precisely on such
data. The analysis of how the results (risk and returns)
of asset managers moved in different market situa-
tions in the past, provides pattern for the future. The
same applies to the handling of costs.

Source: ZWEI Wealth, 2022

... is a specialised asset manager
... is focused on the bonds and equity asset classes
.. bases investment decisions on a set of rules

.. prefers individual securities and ETFs over funds,
hedge funds or other collective investments

... charges below average overall fees

ZWEI Wealth

Specialists with a tried and tested set of rules

This methodology can be used to evaluate which
asset managers apply a flawless approach. These
so-called top managers have astonishing similari-
ties, which are summarised in the bullet points below.

ZWEI Wealth has been using this approach since
2014 and is constantly developing it further with the
newly available data. The success confirms the
methodology (see chart below). The results of the
managers selected by ZWEI Wealth in 2014 for Swiss
franc portfolios with a balanced risk profile were
compared with the market median.

During the period from 2010 to 2022, the average of
the selected asset managers (top managers) signifi-
cantly outperformed the median. The top managers
also achieve good results compared to a passive
benchmark (after costs), but we would not consider
them as significant.

Source: ZWEI Wealth, 2022
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The range of asset management services overall can be descri-
bed as very diverse. However, the quality does not always meet
the requirements. Of the more than 3,500 offers surveyed, only
37% were rated "recommendable" or "highly recommendable™.
Although a slight uptick from the last survey, this result still leaves
a lot of room for improvement. Costs remain very high across the
board, bearing witness to a still muted competition. Albeit the
ratings slightly differ depending on the types of asset manage-
ment solution, the overall pattern remains intact.

Source: ZWEI Wealth, 2022
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ZWEI Wealth
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The size of the asset management market is conside-  offers in the various categories. In addition to the
rable. In addition to the international players, there quantitative measurements, the assessment also in-
are many regionally anchored providers. The results  cludes provider evaluation by ZWEI Wealth

shown on the next page are based on the evaluation  Experts, who independently advise clients on the

of the ZWEI Wealth tender platform. Over 400 banks  selection of suitable options.

and asset managers provided over 3’500 different

The rating approach of ZWEI Wealth Weighting

Manager competency How experienced and well-proven is the asset manager 30%
in regard to the sought-after portfolio structure?

Track record How good is the past track record of the proposed 30%
portfolio solution?

Cost How expensive is the portfolio solution in comparison? 30%

Quality of the offer How well does the portfolio solution fit the demanded criteria? 10%

Many asset managers still
offer the broadest possible
range of products and services,
even though they lack the

required competencies.

ZWEI Wealth
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Liquidity portfolios

===

Value-preserving portfolios

Portfolios for the management of assets which can
be liquidated at short notice without a great down-
side risk.

Investment portfolios

Portfolios which are geared towards the general pre-
servation of value over a mid-term investment horizon.
Risk management and diversification are important
components of these portfolios.

{54

Impact Portfolios

Portfolios consisting of individual, primarily long-
term oriented holdings in direct equities or real
estate investments. The focus is on the long-term
value growth.

Pension portfolios

Portfolios with a focus on social, community and
environmental impacts.

Q@

Digital asset portfolios

Portfolios which are optimised for retirement plan-
ning. In addition to value preservation, the possibility
of annuities, insurance-related and tax aspects play
an important role.

L
VR |

ZWEI Wealth

Portfolios targeting investments in virtual asset
classes.
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1= insufficient, 3 = sufficient, 5 = excellent

Liquidity portfolios

| Despite high demand and the issue of negative
\ interest rates, there are only few high-quality offers.
\ There is considerable room for improvement.

Pricing
Variety of offers

Quality of offers

Value-preserving portfolio

| | The range is in principle both good and broad.
\ \ This segment offers one of the widest selections.

Pricing
Variety of offers

Quality of offers

Investment portfolios

\ \ There is a sound and broad spectrum of listed shares
\ \ on offer. For private equity and direct real estate

‘ ‘ ‘ investments, there is still substantial room for impro-
Quality of offers vement.

Pricing

Variety of offers

Impact portfolios

| The offer may seem wide in this area but in reality
\ most of the solutions are not very innovative.

Pricing
Variety of offers

Quality of offers

Pension portfolios

| | The offering is slowly improving. There are now
\ \ a handful of attractive offers.

Pricing
Variety of offers

Quality of offers

Digital asset portfolios

Pricing

\ While the offering of virtual assets is currently

growing strongly, portfolio solutions are still very
scarce. In general, investors should still approach
portfolio solutions with great caution.

Variety of offers

Quality of offers

ZWEI Wealth .
Tender offering
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Banks and asset managers do not like to talk about costs. There

are good reasons for this, because total costs are usually much
higher than expected and high costs are certainly no guarantee for
good performance. High time for a little more transparency on the
subject. When it comes to fees and costs, it is difficult for an investor
to gain an overview. After all, more than a dozen cost factors can
be distinguished, and even the often cited all-in fee only covers a
part of the costs actually incurred.

Rating total fees

5.0 —— o

3.0 ——

10

0.0

0.0 1.0 2.0 3.0 4.0 5.0

Vertical: 1= very expensive, 5= very cheap Rating risk and return
Horizontal: 1 = insufficient, 5 = excellent

ZWEI Wealth
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Last but not least, a transparency analysis on costs.
Despite increased regulatory requirements, it has
not become any easier for investors to gain an over-
view of fees and costs.

The prices in this study are based on Swiss-domi-
ciled clients with a balanced portfolio. Competitive

56% all-in fee
44 % additional fees

prices for international clients may vary.

The total costs in the previous graph are depicted
on one axis from very cheap to very expensive. The
other displays the performance measured in return/
risk from insufficient to excellent. The plot shows no
correlation between price and performance.

The tale of an all-in fee

It is still difficult for a customer to obtain full cost
transparency. After all, the so-called all-in fee only
includes part of the costs incurred. On average, the
all-in fee covers merely 56% of the effective costs
incurred by the client.

The remainder is incurred in product, transaction
and other types of fees.

Costs - lower when kept separate

- 0.65% p.a.

What is a fair price?

In order not to complicate the aspect of costs un-
necessarily, we have carried out a simple analysis.
We examined the costs of a "standard" asset ma-
nagement solution in detail and summarised all
costs.

At the same time, we have compiled and added up
each individual cost charged by specialists for eve-
ry of the services required for asset management.
The picture could hardly be clearer. By buying asset
management as a package deal, a client pays
about twice as much compared to mandating a
specialist for each of the individual services.

ZWEI Wealth

Custody
Transaction
Management
Advisory
Product

B other

- 1.45% p.a.

An overview of the competitive prices presented
as an all-in fee*

<2 0.8%
2-10 0.65%
10-50 0.45%
>50 0.35%

This illustrates the need for transparency and com-
petition among asset managers in terms of costs.
There is no question that quality should have its
price. And specialists show where this fair price is -
at around half of the price charged for standard
packaged offers in today's market.

*applicable for Swiss-domiciled clients

Yearly cost control and re-negotiation
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Benefit from transparency
with your own Wealth Office

ZWEI Wealth plans, builds and maintains Wealth Offices for

private and institutional investors. The services range from all-round
wealth management to special mandates for investment planning,
the selection of portfolio managers, and investment monitoring.

e =)

My Wealth Office plan. find. control.

We take care of all your wealth A planning team develops the A tender process is used to Investment benchmarking
matters from start to finish, in- investment regulations from find the best asset managers with consolidated reporting
cluding a dedicated invest- the wealth architecture to the and ensure successful imple- is established and the results
ment committee. requirements for banks and mentation. of the banks/managers are

managers. monitored.
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The Liberation
of Investing

Facts & Figures
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Check your wealth
management solution
via
www.zwei-wealth.ch/

en/check

In 2014, the original idea was to establish a con-
sultancy for wealth management, completely
independent of financial service providers and
products. Over the years, an entire ecosystem

has evolved which is constantly being developed
and expanded further. Today, ZWEI Wealth is the
largest indepen- dent platform in wealth manage-
ment. As per the initial principle, this ecosystem is
completely independent of banks, asset managers
and other providers.

ZWEI Wealth


https://zwei-wealth.ch/en/check
https://zwei-wealth.ch/en/check
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ZWEI Wealth

About the transparency report

The analyses in this report are based on the data and compila-
tions of ZWEI Wealth. These include information from real cus-
tomer situations, information from managers and banks in sur-
veys and when participating in tendering procedures, as well as
publicly available financial market data. Unless otherwise stated,
the graphics and analyses in this report are based on an average
Swiss investor with portfolio assets of CHF 2 million. Further infor-
mation can be requested from ZWEI Wealth at + 41-43-299 22 22
or info@zwei-we.ch.

Legal disclaimer

This report has been prepared and published by ZWEI Wealth
Experts AG. This publication is for your information only and is
not intended as an offer, or a solicitation of an offer, to buy or sell
any investment or other specific product. The analysis contained
herein is based on numerous assumptions. Different assumptions
could result in materially different results. Certain services and
products are subject to legal restrictions and cannot be offered
worldwide on an unrestricted basis. Although all information and
opinions expressed in this document were obtained from sources
believed to be reliable and in good faith, no representation or
warranty, express or implied, is made as to its accuracy or com-
pleteness. All information and opinions indicated are subject to
change without notice. Some investments may not be readily
realisable if the market in certain securities is illiquid; therefore,
valuing such investments and identifying the risks associated
therewith may be difficult or even impossible. Trading and
owning futures, options, and all other derivatives is very risky and
therefore requires an extremely high level of risk tolerance. Past
performance of an investment is no guarantee for its future per-
formance. Some investments may be subject to sudden and large
falls in value and on realisation you may receive back less than
you invested or may be required to pay more. Changes in foreign
exchange rates may have an adverse effect on the price, value
or income of an investment. We are of necessity unable to take
into account the particular investment objectives, financial si-
tuation and needs of our individual clients and we recommend
that you take financial and/or tax advice as to the implications
(including tax liabilities) of investing in any of the products men-
tioned herein. ZWEI Wealth Experts AG does not provide tax or le-
gal advice and declines any liability with respect to such matters.
This document may not be reproduced or circulated without the
prior authorisation of ZWEI Wealth Experts AG. ZWEI Wealth Ex-
perts AG expressly prohibits the distribution and transfer of this
document to third parties for any reason. ZWEI Wealth Experts
AG will not be liable for any claims or lawsuits from any third par-
ties arising from the use or distribution of this document. This re-
port is for distribution only under such circumstances as may be
permitted by applicable law.
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