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privATe bANkiNg

Private banking is an exclusive club where the “finance concierge” will do  
just about anything to keep the customer satisfied, reports effie Zahos.
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special report privATe bANkiNg

no-limit credit card gift-wrapped 
and personally delivered to your door, ViP tickets to 

the hottest events and reservations at the best  
restaurants. Some private banks have gone so far 
as to track down a missing loved one. “With 

credit-card usage we were able to locate the 
whereabouts of a client’s son who was  

missing in the uS,” says general manager of Westpac Private Bank 
jane Watts. “it was an unusual request, but it’s all part of the service.” 

When asked if walking the family dog is also part of the service, 
as it is with some offshore private banks, Watts laughs. “if some-
body’s dog needed walking, we’d walk it.”

Welcome to the world of private banking, an exclusive club where 
your banker will do just about anything to keep you satisfied. While 
the bells and whistles add a touch of rock-star treatment, clients who 
choose to be privately banked do so primarily for one reason: to get 
tailored advice so as to preserve and grow their wealth. 

as coredata’s managing director andrew inwood says, these 
people are rich enough to buy whatever they want. “australia’s rich 
are working-class rich. they’re more interested in making their life 
easier and making money than getting any free tickets.”

and rich they are. offshore private banks targeting ultra-high net 
wealth individuals (uHnWis) set the benchmark for membership 

as high as $50m, outside superannuation and the family home. in 
australia, the market is still young and significantly smaller, with 
no single bank dominating. 

“it has its origins in europe,” says naB’s Private Wealth executive 
general manager angela mentis. “We don’t have the same sort of 
history in this country.”  

Here, $1m in assets outside superannuation and the family home 
makes you a high net wealth individual (HnWi) and potentially a 
client of a private bank (eligibility differs between institutions).

commonwealth Private, for example, is available if you have an 
annual income in excess of $250,000 and the intention to invest or 
borrow $2.5m. For naB, it’s an income of $250,000 with net investable 
assets or debt of more than $1m. Westpac opens its private doors if 
your income is $400,000 or greater in two consecutive years and you 
have at least $1.5m outside superannuation and the family home. anZ 
says it’s left to the discretion of the anZ Private Banker. However, as 
an indication, anZ Private Bank clients typically have a combination 
of borrowing, deposits and investments greater than $1m.

HSBc takes a different approach, targeting the international 
traveller. eligibility for the financial institution’s Premier Service is 
not as high as might be expected. With as little as $500,000 in  
borrowings or $200,000 in deposit investments, you would be able 
to have your own private bankers scattered around the globe.

“We cater to clients who do business in a  
number of countries,” says HSBc australia’s 
head of retail Banking and Wealth management 
Graham Heunis. “People with money in multiple 
currencies who want simplicity when it comes to 
managing and building their wealth.”

if you’ve tried opening an account in the uS 
you’d appreciate how valuable this service is. 
“it’s almost impossible to get credit in the uS,” 
Heunis says. “We can open an account and arrange a credit card  
for you overseas before you leave home, transferring your credit 
history so you can access your HSBc Premier services as soon as 
you arrive in a new country.”

tHere are aBout 217,000 high net wealth individuals in 
australia for whom private banking is an option. coredata expects 
that by 2017, australia’s wealthiest will total more than 600,000 and 
collectively be worth more than $1.2 trillion. even with almost 18,000 
relationship groups (with a dedicated client manager), the largest of  
 the big four, mentis of naB says there is still 

enormous scope for growth. “We are still a 
relatively new part of the banking landscape. 
the segment is growing and there’s subse-

quently an enormous transfer of wealth to the next 
generation. We’re also seeing very strong growth in 

the asian client segment.” 
a number of regional banks and full-

service stockbroking firms also recognise 
the strength of the domestic market. But 
the Private Banking council of australia 
narrows the market down to just eight  

players: the big four, plus credit Suisse Private 
Bank, macquarie Private Bank, uBS Wealth management and 
deutsche Bank.

“over half of the high net wealth individuals in australia have a 
private banker,” says alan Shields of the australian Private Banking 
council. “those who don’t probably don’t know about the service as 
it’s not advertised. “in the uK, three-quarters of HnWis have a 
private banker, so there’s still a massive opportunity for the market 
to grow here.” Shields points out that while the number of HnWis 
shrank last year, the number of private clients grew. 

While there’s no precise definition of private banking other than 
the obvious – that it’s a tailored service to a select group of clients to 
grow, protect and transfer their wealth – Westpac’s Watts is clear as 
to what their clients want. “insight, expertise and opportunities,” she 
says. “it’s about bringing proactive opportunities to them.”  
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naB’s mentis says it’s about giving their clients 
a holistic service. “We partner our clients with 
other professional advisers such as lawyers or tax 
accountants to ensure this occurs seamlessly.”

adrian Hondros, the executive general  
manager of commonwealth Private, says private 
banking is built on three pillars: service, advice 
and opportunities. “opportunities can come in 
many forms. From a strategic sense, if laws 
change in, say, superannuation, our bankers look 
for opportunities where our clients may benefit.”

commonwealth Private operates on an open-
architecture product platform, as do most aus-
tralian private banks. this means that if it is in 
his or her best interest, they will refer the client to 

third-party products. no doubt, most would have a preferred product listing, 
but as Shields of the Private Banking council says, “this wouldn’t narrow 
their choices, plus there is no way somebody could be an expert in every 
product available. the clients who get the most out of private banking aren’t 
really using this service to help them find the best term deposit or online 
savers. they don’t need an adviser to tell them that XyZ has the best rate.” 

SerVice iS the deciding factor in why clients choose to be privately 
banked and ultimately why they choose to stay with their private banker. 
While there could be as many as 80 to 90 clients per private banker, Hondros 
says there’s a hub of other specialised professionals that supports the banker. 

the latest service and satisfaction survey from the australian 
Private Banking council puts service and responsiveness to clients 
as the top two drivers of satisfaction for HnWis, both of which scored 
well in their survey. So what exactly is the cost of bespoke banking? 
Surprisingly, it’s rare to be charged a service fee; instead, clients pay 
either a fee based on the number of transactions, a portfolio perfor-
mance fee and/or a flat fee, calculated as a yearly percentage of the 
total investment amount.

a coredata mystery Shop survey of offers made to three HnWis 
(with a collective net wealth of about $14m) by four full-service  
stockbroking firms in australia gives a better insight into the price 
of private banking. each HnWi sought advice on investing, financial plan-
ning, asset diversification, allocation strategies, superannuation, insurances, 
estate planning and other value-added services. they were all offered a 
fee-based relationship with advisers opting to bundle advice, administration 
and reporting for an annual fee of one to 1.5 per cent. depending on the size 
of that annual fee, some advisers would add an additional transactions 

charge, which ranged from $30 per trade to $135 per trade. 
no free-trade offers were made at any time.

the majority of advisers intended to charge a fee, which 
ranged from $1500 to $2000, to establish a financial plan. if 
the HnWi were to ask for that and then not pursue an advice 
relationship, this would be payable after the delivery of that 
plan. at all times, if an advice relationship were to be pur-
sued, this one-off fee would be “absorbed” into the first year’s 
funds under the management fee. 

reGardleSS oF how much cash you have, nobody 
likes to cough up for fees and charges. even HnWis baulk 
at paying fees for advice. according to coredata research, 
“high cost and fees” was the most cited reason a client 
stopped using a private banker. even the australian Private 
Banking council’s research lists the pricing of products and 
services as something that can be improved upon. 

Having said that, fees can be forgiven if outweighed by 
service and performance. “client satisfaction is written into 
the KPis of every private banker,” says Shields. “if they don’t 
hit their KPis, they don’t get their bonuses or promotions.” 
inwood of coredata differs from Shields on this. While his 
research shows clients of Westpac and the commonwealth 
to be the most satisfied, they score only six out of 10.  

Westpac and the commonwealth picked up outstanding 
institution awards in the 2012 Private Banking council 
awards. Westpac Private Bank won the $10m-$30m category 
and commonwealth Private the $1m-$10m one.

So does private banking make the rich richer? Shields 
says yes. “We collect data on the overall net wealth of private 
banking clients. over the past four years, the average wealth 
of a private banking client has increased year on year. the 
net wealth of HnWis outside private banking hasn’t.”  c

Effie Zahos is the editor of money magazine

‘the average 
wealth of a 

private 
client has 
increased 

year on year’

Bespoke  
banking  
costs

  Funds under  
management fee:  
0.7 to 1.5 per cent
  Trade fees: $30  
to $135 per trade
  Establish a financial 
plan: $1500 to $2000*

* CoreData Mystery Shop survey  
of four full-service stockbroking 
firms servicing HNWI


