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The changing face of the family office and ultra high net worth individuals means 
private banks cannot continue to offer services in the same way as they have 
for decades. Concentrated wealth is growing, but the existing private banking 
business model is under threat. However, there are clear solutions. Private banks 
must embrace digitisation to stay relevant with the clients either taking over family 
wealth or the first generation successful entrepreneurs.

 
The private banking industry has for centuries, intentionally, resisted the winds 
of evolution. But it is no longer immune to change. After years of priding itself 
on traditional, personalised and face-to-face interactions, the sector is going to 
need to move fast if it is going to be able to cater to the wants and needs of the 
next generation of private banking client. This client, whether he or she be a 
wealthy entrepreneur or the current generation of ‘old money’, is more comfor-
table with digital and mobile interaction, rather than a face to face sit-down in the 
traditional sense which means private banks need to be too.

Private banks can be helped towards finding clear and compelling solutions that 
will allow them to easily and effectively manage the next generation of ultra high 
net worth individuals and their assets. The growing complexities of managing 
global portfolios for clients with a multi-jurisdictional presence, coupled with 
shifting individual attitudes towards digital services and instant accessibility, all 
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pose new challenges for private banks today that are increasingly interacting with a digitally 
native client base. While evolution was always inevitable, this monumental shift towards a 
digital future can be a catalyst for improvement for the private banking industry as a whole. 

DEFINING PRIVATE BANKING

It makes sense at this point to define exactly what is meant by private banking. It is not the 
“private banking” arm of a regular retail bank – which some markets across the world are 
typically known for – but the discreet institution dedicated to safeguarding and investing 
the wealth of the world’s richest, a reputation for excellence in service, and above all, wealth 
preservation. 

Private banking was first built on the foundations of providing individual banking, investment 
and other financial services via an entity that was privately held, often by one family, and was 
not structured in a limited liability manner. Therefore, if the bank made losses, the family owning 
and running the bank were fully liable vis-a-vis their clients, thus creating an unparalleled 
trust relationship between the banker and the client. This trust relationship and the personal 
interactions between a bank’s owners and its clients is still at the heart of private banking in 
Europe today. The cities of Geneva and Zurich, for instance, have long flourished as part of 
Switzerland’s $6.8 trillion in assets under management1 and are among Europe’s leading finan-
cial centres for private banking and wealth management. Europe’s private banks have been 
and continue to be linked to families for several generations, providing wealth management, 
savings, succession and tax planning advice for their clients spanning many generations.  
Traditional private banking was the confidential handshake of assurance that an individual’s 
assets and personal interests were protected for the generations to come. Extending far 
beyond basic commercial or residential assets, the nature of private banking meant that 
it dealt with only an exclusive subset of high net worth individuals seeking a tailored and 
personalised experience when it came to managing their wealth.

THE MILLENNIAL AND GEN Z CLIENT

The changing needs and desires of an emerging Millennial2 and Gen Z3 client base is forcing 
private banks and wealth managers to find compelling, alternate solutions and embrace 
new technology-driven approaches. Clients are now demanding easier and more convenient 

1  Data from Financial Times: 11 December 2017: https://www.ft.com/content/01927da8-d451-11e7-a303-9060cb1e5f44 

2  Millennials, also known as Generation Y (or simply Gen Y), are the demographic cohort following Generation X and 
preceding Generation Z. Researchers and popular media use the early 1980s as starting birth years and the mid-1990s to early 
2000s as ending birth years, with 1981 to 1996 a widely accepted definition. https://en.wikipedia.org/wiki/Millennials

3  Generation Z, or Gen Z for short, is the demographic cohort succeeding the Millennials (or Gen Y). Demographers and researchers 
typically use the mid- to late-1990s as starting birth years, while consensus has not been reached on the ending birth years. Children 
of Generation X and sometimes Millennials, members of Generation Z have used digital technology since a young age and are 
comfortable with the Internet and social media, but are not necessarily digitally literate. https://en.wikipedia.org/wiki/Generation_Z
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ways to manage their assets, and technology is playing an integral role in shaping these 
interactions. The smartphone and tablet have given rise to the possibility of viewing and ma-
naging multi-currency, multi-asset class and multi-jurisdictional portfolios anywhere at any 
time. So too, the average private banking client has changed. Wealth is moving to younger 
generations, either being passed down generationally through inheritance, or from young 
entrepreneurs who have made their fortune through innovative and bold new business ven-
tures and require the deeply personalised knowledge and trusted care they can get from a 
private bank when it comes to managing their complex portfolio of assets. 

When we look at the composition of the current generation of private banking clients, it 
should come as no surprise that wealth is still held predominantly by those who seek a face-
to-face relationship with their private banker. This is especially true for clients in their 40s, 
50s and 60s, but that will vastly change over the next 10 to 15 years. 

As a low yield environment drives a decrease in wealth management performance across 
the industry, clients are becoming ever more focused on the fee-for-service proposition. Not 
only are client expectations increasingly focussed on the quality of service, but also the cost 
of that service. Clients today want intuitive correspondence, tailored advice and instantly 
accessible insights on the performance of their portfolios – all on demand. For the industry, 
this means additional investments in technology and digital infrastructure4 to an extent that 
has not been seen before. However, on the flipside, those investments in systems made 
today can mean a significantly lower cost base into the future.

Integral to private banking is understanding the vital relationship that a private banker plays 
for this ultra high net worth class of individuals seeking a personalised wealth management 
experience. In essence, private banking is predominantly about wealth preservation and 
risk management. It is about understanding portfolio optimisation and inter-generational 
wealth transfer to help manage, not just a client’s individual assets, but ensure their longevity 
for the generations to come. As more and more private banks look to embrace digital, that 
relationship dynamic will not change, but the interface between the bank and the client will 
inevitably transform, just as the relationships between service providers in other sectors 
have adapted to the behaviours of Millennials and Gen Z customers with the rise of the 
sharing economy – whether it be in tourism, transport or traditional retail banking.5

The growing proliferation of technology-driven portfolio management and trading tools will 
be a key catalyst in driving a wave of change in private banking globally, as wealth managers 
adapt. The use of big data and other technology overlays to optimise portfolio allocation and 
performance are coming of age and are likely to become more efficient and cost-effective 
than teams of analysts in the near to medium term. An example of this is Forwardlane in the 
US, an artificial intelligence platform that helps wealth managers synthesise and evaluate 
infinite amounts of data to make informed recommendations. In addition, the launch of Gold-

4  See Deloitte Wealth Management and Private Banking Report 2015 https://www2.deloitte.com/content/dam/Deloitte/ch/
Documents/financial-services/ch-en-financial-services-efma-wealth-management-private-banking-032015.pdf 

5  See Wired article on Trust in the Share economy: https://www.wired.com/2014/04/trust-in-the-share-economy/ 
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5  See Wired article on Trust in the Share economy: https://www.wired.com/2014/04/trust-in-the-share-economy/ 
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man Sachs’ digital banking unit Marcus two years ago was an important shift in the private 
bank’s focus as it saw an important opportunity to serve a broader spectrum of individual 
consumers and investors through this digital offering.

In Tel Aviv, wealthtech platform Cred allows you to tailor your wealth solution to each client 
through deep, AI-driven personalisation based on current assets and unique needs. Using 
tools such as these, global wealth managers today are able to capture both qualitative and 
quantitative data in a fraction of the time it takes a top-end expert analyst to put forward an 
educated perspective. 

The unfortunate reality is that the wealth management and private banking industry across 
the world has not yet truly embraced the change needed to interact with the next generation 
of clients who will demand a transformation of the business model. Private banks need clear 
solutions that can help them cater for this burgeoning class of asset rich client with a new 
set of digital-led expectations and needs that places emphasis on instant accessibility and 
service. The changing landscape for tech-focused private banking services is an excellent 
opportunity for forward-thinking private banking providers across the world who are increa-
singly stepping up to the plate to compete directly with the traditional Swiss incumbents and 
other leading private banking institutions. 

CHANGING ATTITUDES TOWARD TRUST

Trust in the digital age has evolved and traditional private banking should pay attention to 
the lessons learnt across various industries that have seen large-scale digital disruption in 
recent years to not go the way of other fallen market incumbents. The rise of Airbnb and 
Uber offer us an important insight into the changing nature of the consumer. There is an 
increasing level of trust in digital commerce, not just from a payments perspective, but also 
from a product perspective. The underlying success of these businesses stems from the 
value proposition that they deliver to the customer – a better product or service at a more 
attractive price managed through a convenient digital platform. 

Private banks will need to decide whether they will embrace the efficiency that new techno-
logy can deliver, or try to hold their ground and maintain the status quo. Those who ignore 
the benefits of engaging in at least a partial digital transformation, do so at their peril. 

According to Clayton Christensen, who coined the term ‘disruptive innovation’5, what was in-
teresting about Uber’s rise was its focus on solving an issue of trust that everyday consumers 
had with a well-served taxi industry: Uber was formidably able to establish a position in the 
mainstream market first, gain trust with an increasingly growing user base and subsequently 
appeal to historically overlooked segments.6

6  From 2015 Harvard Business Review, ‘What is Disruptive Innovation?’ https://hbr.org/2015/12/what-is-disruptive-innovation 
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Recent headwinds seem to suggest that private banks in Western Europe have been  
underperforming in comparison to their US and Asian peers. One immediate observation is 
that the European private banks are much older than their US or Asian counterparts, and 
the client relationships are likely to also be older. The generations coming through are not 
guaranteed to possess the same trust and faith in these institutions. For so many years, the 
drawcard of European private banks, particularly Swiss private banks, has been that they did 
not innovate. They are stable, conservative and discreet. This has served them well in the 
past, but that business model of providing investment services is under pressure and digital 
providers of many of the services that make up private bank offerings are heavily discounting 
fees. This means the private banking margins are also under pressure. Consequently, the only 
way out is innovation and reducing the cost required to provide private banking services.

What has been most interesting to observe here is that private banks really quite loathe to 
innovate. Yet there is still a significant pool of wealth looking for different kinds of interac-
tions. There are technologies now available to allow clients to view and interview their asset 
holdings and interact with their asset holdings in a truly digital way. That involves operating 
on new systems that offer seamless integration with the latest applications, rather than cu-
mbersome legacy platforms. One way in which private banks could adapt accordingly and 
build trust with this new cohort of UHNWIs is by incorporating some of the key features that 
have seen neobanks become so prominent. 

The attraction of the neobanks is that they are genuinely focussing on the customer inter-
face and the experience. Price, relevance and education are at the heart of the evolution in 
neobanking, delivered on intuitive and engaging platforms. The interfaces of private wealth 
clients of tomorrow will likely display all of the critical asset information in real-time, aggre-
gated across currencies, asset classes and sectors, with the option of being able to transact 
directly from the platform – or digitally connecting to an adviser. The evolution of these ser-
vices will in effect call out the private banks to defend their value proposition in a changing 
marketplace. 

THE OUTLOOK FOR CHANGE

As it stands, private banking in western Europe is fragmented. Today, small and mid-sized 
players face the most significant challenges as larger rivals have proved more successful in 
attracting business. What will separate the successful few from the rest is an appetite to be 
bold with the times and embrace change. Developments in the quality of services offered 
to private banking clients has often lagged behind improvements made by other industries, 
but that does not mean the appetite for innovation does not exist. Greater use of advanced 
analytics and the rise of technology-based client interfaces could help relationship mana-
gers to deliver higher quality bespoke experiences to clients at palatable costs. How private 
banking institutions service their clients in a relentlessly digital world is set to transform 
immeasurably in the coming decade. 
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