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PRIVATE BANK OF THE YEAR

Citi Private Bank

iti Private Bank retained this award in large part

due to its fine-tuning of business activities fol-

lowing an overhaul of'its sales and compensation
models during the previous awards period. This enabled
the private bank to grow its assets under management
(AUM) in the region to $193 billion by the end of the
second quarter of this year, up from $179 billion at the
end of 2010, and up from $165 billion in 2009.

One of Citi Private Bank’s big new initiatives
included the roll-out of hedge fund and mutual fund
platforms in Asia during the past year. Citi distributes
a large number of funds: for example, there are 1,500
listed on the bank’s mutual funds platform, all oftered
by third parties. The new platforms streamline the buy-
ing of positions and execution of trades, but most inno-
vative is the amount of research that goes into rating
best-of-breed funds, and using this information to form
the basis of portfolios for clients.

Debashish Dutta Gupta, investments head for Asia
in Singapore at Citi Private Bank, says clients previ-
ously did not receive advice on “high conviction” funds
from private banks. Although it is common to offer
such investment outlooks for other asset classes, such as
equities or commodities, advice for funds has generally
been ad hoc. Citi Private Bank’s new approach poses
some risks — for example, the removal of a recommen-
dation for a hedge fund could cause tensions with prime
brokerage — but Gupta says discussions within Citi are
“mature enough” that “they respect and understand
our decisions”.

Fee structure

Gupta adds that the private bank only charges on an
advisory basis, meaning there is no conflict of interest
as might occur if the bank was actively managing the
client’s money. “Therefore, we’re judged by the client
purely on the basis of the performance of this portfolio,
as opposed to anything else,” Gupta says. “Asians trade
mutual funds much more than anyone else, so for them
this is particularly attractive, especially not having to pay
switching costs, plus in general in this region investors
are loath to pay inception fees.”

One of the biggest successes of the ties between the
investment bank and the private bank is in the area of
initial public offerings (IPOs), which is of particular rele-
vance in Asia where many family businesses are conduct-
ing their first IPOs. “The private bank probably already
has a relationship with the client, and the manager gets
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involved in that dialogue when the client is hatching
their plans and brings the investment bank into the dis-
cussion,” says Bassam Salem, Asia-Pacific CEO.

Citi Private Bank also acts as a powerful distribution
channel for IPOs to its own client base and has been
involved in several of this year’s major IPOs in Asia —
both for wealth structures and distribution — including a
major commodities company that went public globally.

Though Citi Private Bank declined to name its
clients, the biggest commodities IPO of the year was
the listing of Glencore in the London and Hong Kong
bourses, with Citi as a lead arranger. The listing was
tipped to make several of Glencore’s executives and
traders billionaires, with corresponding wealth manage-
ment needs. Citi Private Bank did say it teamed up with
its investment bank on a $500 million Asian transport
IPO, securing a mandate to manage the owner’s wealth
post-IPO, and another transaction involving the IPO
of'a Chinese industrials company, with the private bank
partnering the investment bank to help the owners
secure more capital for growth and develop their per-
sonal wealth legacies.

Citi also appointed Ted Teo at the end of March
this year to co-ordinate activities between the invest-
ment bank and private bank, or act as a “traffic warden”
according to Gupta.

We're judged by the client on the basis

of the performance of this portfolio
Debashish Dutta Gupta, Citi Private Bank

The private bank also helped clients look at portfo-
lios with risk-return in mind. The bank offered a trade
mixing global equity index protection with a contin-
gency on gold price increases to make the put cheaper —
a worst-of Standard & Poor’s 500 index put/gold ETF
call. “Buying a put on, for example, the S&P index,
contingent on an increase in the gold price, would not
normally make the option any cheaper because they are
so correlated negatively, but we’ve noticed in the cur-
rent environment it can actually make the put over 50%
cheaper,” says Gupta. “From mid-Q4 last year we’ve
been telling clients to go underweight equity and gold
and buy long-duration government bonds. It scemed
like a crazy trade at the time, but it has turned out to be
most prescient.” @



