A Geographic
Shift in Wealch

Compensation for wealth managers mirrors a shift in demand to emerging markets

By Jon Jacobs, Staff Writer, eFinancialCareers.com

TRUISM ABOUT WEALTH MAN-
AGEMENT is that no two clients are
alike. Likewise, the compensation of
wealth managers exhibits great variety as

well. Among other things, pay structures
and trends differ based on client wealth levels, the employer's
business model and even geography.

Indeed, geography is emerging as a key influence since the credit
crisis dampened growth expectations in the U.S. and Europe,
while private wealth accumulation continues apace in the Middle
East, China and Asia ex-Japan. This divergence has spotlighted
shortages of experienced local talent within the very regions where
demand is booming. Naturally, in those parts of the world, com-
pensation for wealth managers is soaring.

"In Asia, the percentage increases are highest and the demand
for talent has led to more turnover than ever before," said Gene
Shen, vice chairman of Options Group, a global executive
search and consulting firm. One private banker in China who
made $250,000 in base salary plus bonus received an offer of
$400,000 from a competing bank, recounted Shen, who is sit-
uated in China himself.

"Asia and the Mideast are very hot," agreed Linda Mack, founder
and president of Mack International, a Chicago-based retained
search and consulting firm focused on the wealth management
industry. "There's a tremendous amount of wealth being created,
and there's high demand for people who have experience working
with clients and advising them on how to manage their wealth."

In the mature markets of North America, Europe and Japan, the
compensation outlook is subdued. Most of the global banks -
whose private wealth divisions manage the lion's share of assets
wotldwide - have seen their profitability, capital positions and
share prices shredded by fallout from the housing and mortgage
market downturns. Although wealth management remains a
robust profit center with solid growth prospects, it hasn't escaped
corporate cost-cutting mandates.

Flat is the New Up

As a result, both private wealth boutiques and local institutions
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outside the U.S. and Europe are gaining ground on the big
global banks in terms of compensation. For private bankers
serving emerging markets and Asia ex-Japan, Options Group
expects 2008 bonuses to be flat to slightly down from last year
among bulge-bracket investment banks, but significantly high-
er at other institutions. "At U.S. and European banks, private
banking pay will be flat,” Shen said. “But since flat is the new
up, that isn't too bad."

Within the mature markets, Options Group predicts private
banking bonuses will be an average of 25% smaller than last year.
"The little engine that could, wealth management, is contributing
the same level of profit that it always did, yet they're suffering
equally with other business units because of what befell the cor-
porate finance and investment banking segments,” observed
Jamie McLaughlin, managing director at Convergent Wealth
Advisors, an ultra high-net-worth boutique based in Rockville,
Md. “Within the high-net-worth and ultra high-net-worth
groups of bulge-bracket banks, hiring levels are down and awards
for both incumbent bonuses and the new offers going out are
more conservative. The reins have been pulled in."

That's the big picture. On the micro level, though, an individual
private banker's compensation will reflect his or her specific con-
tributions. Compensation structures vary widely among firms
and can include a plethora of inputs, ranging from asset gather-
ing to portfolio performance to ratings given by clients on satis-
faction surveys. Some firms include a significant ‘teamwork’ com-
ponent in their pay formulas. And, for the most experienced and
successful practitioners, equity in their employer often accounts
for a large portion of total compensation.

Depressed Equity Prompts Movement

With major banks' share prices tumbling 50% or more over the
past year, equity compensation has lost some of its luster for pri-
vate bankers at large institutions. "There's a crack in the vase of
compensation now," McLaughlin remarked. As a result, profes-
sionals who might not have considered a move before are jump-
ing to boutique firms like Convergent, where base and bonus
could be 20 -40% less than what the big institutions had paid
during bumper years earlier this decade.

“Because of the market dislocation that began last summer,
there are large publicly owned banks that are losing people to

SEPTEMBER 2008



Average Global Investment Bank Pay

Average Global Investment Bank Pay

A top client relationship man-

Middle Office* (US$) Front Office** (US$) ager must be able to bring in
new clients, determine appro-
Base Bonus Base Bonus . . .
1-2 Years 80K 40-60K 1-2 Years 80K 50-70K priate 1nvestmc.nt strategles
Associate 3 Year 100K 70-90K. Associate 3 Year 100K 80-100K and asset allocations for each
client and execute buy and sell
VP/Dir. 125-150K 150-250K VP 125-150K 200-300K dCCiSionS, Said Bob Bllkle,
MD 200K 700-900K. MD 200K 1-1.4MM president of Sigma
Investment Counselors, a
Total Compensation high-net-worth advisory firm
Global Head of Investment in Southfield, Mich. "At the
Services, Middle Office 1.25-1.75MM o

end of the day, it's a profes-
Global Head of sional that will make major

Sales/Distribution*** 2.5-3MM .. .
decisions on behalf of a client
Chief Investment Officer 2.53MM and be right more often than

*  Includes accountants, legal, compliance and operational risk managers.
** Includes portfolio management, sales and trading.
*** Not including alternative investments

smaller, nimbler boutiques,” said McLaughlin. “They're not
having to pay up, but they are paying market rates for people
that are moving laterally."

McLaughlin cited three reasons a mid-career wealth manager
might move from a bulge-bracket firm to a boutique: better
career growth prospects, greater emphasis on client service as
opposed to pushing a bank's products and an opportunity to
earn an ownership stake over the long term.

"Equity is hugely important to established private bankers,”
McLaughlin said. In a small privately-held firm, equity could
take the form of partnership units, or a chance to invest one's
own money alongside the firm's owners - and thereby gain
rights to share in both dividends and the growth in business
value over time.

However, it's not easy for a private client banker to transfer their
business to a new employer. Rich people's portfolios tend to be
more complex than run-of-the-mill brokerage accounts, so mov-
ing them to a new shop can bring delays, hassles and costs. More
important, Mack said, clients might balk if they suspect the advi-
sor is placing his or her interests above theirs. "You, the advisor,
better have a very good reason for switching,” she added.

Clients will understand when their advisor changes firms because
there is a problem with the current platform or because the new
one has superior service capabilities. But if the advisor's primary
purpose is to better monetize his or her client base, they won't fol-
low, Mack noted.

Pay Ranges and Qualifications

According to practitioners and headhunters, a private wealth
advisor with strong client relationships and a decade or more of
experience may earn between $500,000 and $1 million working
for a large institution within the U.S. Those roles require excep-
tional strength in both investment management and people skills.
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they're wrong."
Soueesoptoms G Mid-level investment pro-
fessionals, who help the
advisor manage the portfolio, may command $200,000-
300,000 in total compensation within a large institution.
Entry-level roles, which often require some previous buy-
side experience and a chartered financial analyst credential,
tend to fall in the $60,000-100,000 range in the first year.
These roles also require a full palette of ‘soft skills’ - emo-
tional maturity, empathy, communication and polish - that
are essential for working comfortably with the very wealthy
on a regular basis. "We don't hire anybody into an analyst-
type role who couldn't face clients,” McLaughlin noted.

Nurturing and retaining talent is perhaps the biggest single chal-
lenge facing private wealth institutions of all types, according to
PricewaterhouseCoopers. Faced with a shortage of high-quality
client relationship managers, most firms have made poaching tal-
ent from other banks their primary staffing tool, according to a
survey it issued late last year. That feeding frenzy may explain why
Options Group's Shen sees compensation rising by 30-50% for
senior managers who have a solid client base, while Sigma's Bilkie
sees base salaries trending higher by 8-10% annually, even in the
mature U.S. market.

eFINANCIALCAREERS e

The Financial Job Marketplace

eFinancialCareers, a Dice Holdings company, is the leading
global career site network for professionals working in the invest-
ment banking, asset management and securities industries. The
website provides financial services professionals with job oppor-
tunities, job market news and analysis, salary surveys and career
advice. Recruiters and employers can post jobs targeting specific
sectors within the financial services industry, both buy-side and
sell-side, and can search the resume database for highly qualified
and specialized professionals. eFinancialCareers has a network of
co-branded career sites with leading trade publications and offers
local websites in 15 markets and five languages across North
America, Europe, the Middle East and Asia-Pacific. For more

information, visit www.eFinancialCareers.com.

WEALTH MANAGEMENT RISING STARS 9




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


