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At the time of this writing nearing the end of the year I am always a bit surprised 
by the number of very serious institutions that spend serious amounts of time 
and resources at making predictions about the future. This starts in December 
and carries on well into January and is then followed up quarterly. 

Are these resources and times well spent or are they a mere marketing tool and 
justification of one’s own existence? Does it improve portfolio performance or 
should a case be made to concentrate resources differently? 

“Well, the future that is something you can’t never tell about but the past, that 
is another story” so says the timekeeper in the movie The Hudsucker Proxy. The 
past? That does not sound very sexy. However, it does teach us about volatility, 
correlations in good and bad times, returns etc. Only not about next year’s! The-
refore, at Synergy Asset Management we concentrate our efforts on managing 
our portfolios under what we think is the only true scenario i.e. under uncertainty. 
We admit that we do not know the future, have very little or no influence over it 
and are incapable of making accurate predictions. So how do we protect your 
portfolio and increase your capital? In other words, what are the pillars of our 
investment model? 

By Fred Schut
Chief Investment Officer at Synergy Asset Management

Reflections on  
Multi-Asset Portfolio 
Management
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PILLAR NUMBER ONE

Uncertainty calls for maximum diversification in a global investment environment. We use 
up to 19 different asset classes; 5 equity classes (from large to small and value to growth), 
6 bond classes (from global government inflation bonds to high yield in various forms and 
emerging markets) and 8 alternative asset classes. We then make maximum use of largely 
uncorrelated and lowly correlated assets (to major developed equity markets) and we find 
these in equity (e.g. China), bonds (e.g. syndicated loans, short term bridge loans Asia high 
yield) and alternatives (e.g. life settlements, long shorts, precious metals). We fix the percen-
tage of each asset class on a historic efficient frontier and this will then serve as our long-
term strategic asset allocation and is very much set in stone.

We have of course observed that asset classes go up and down and sometimes unreaso-
nably so but do not disappear altogether. And asset returns seem to mostly reverse to their 
mean over time. This has helped us to develop a rebalancing policy and takes us to the 
second pillar. 

PILLAR NUMBER TWO: OUR REBALANCING POLICY

We assess the long-term standard deviation of each asset class and on the basis of 1 stan-
dard deviation determine the band within which the asset class is allowed to move. Above 
the band we sell back to the original allocation, below we buy back to the original allocation. 
And we do this religiously and regardless of CNBC pundits or other soothsayers. In other 
words, we take the emotion out of the decision process. It thus enables us to rebalance at 
significant points in time and forces us to sell high and buy low (but probably never at the 
best moment) Because these events are relatively rare it also restricts trading and therefore 
cost.    
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PILLAR NUMBER THREE 

All asset classes are managed by what we consider to be some of the best managers in their 
business. We monitor the performance monthly and compare it to a number of competitors 
and will change managers if so warranted. So how have been the results?  

Our Euro Balanced Portfolio has shown a capital gain of 105.8% over the last 10 years with a 
standard deviation of 8.95 and a Sharpe Ratio of 0.95. This represents a compounded annual 
return of 7.75%. This compares very favorably to the Euro Balanced portfolios of the major 
banks and asset managers here in Switzerland.

The future is now? If it is all about the accuracy of predictions of markets and human be-
havior, I think we are still far away from a conclusive predictability breakthrough. However, 
the availability of exponentially more data and quantum computing to boot may give rise to 
entirely different approaches to portfolio management but this probably lies still far in the fu-
ture. Meanwhile and until then we will keep our time-tested model although it may soon run 
all on its own and free us up for more pleasurable activities! In conclusion and for now (this 
has been attributed to Mark Twain), “prophesy is a good line of business but it is full of risks”.
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INTRODUCTION

Hong Kong and Singapore are allocating significant resources to become  
attractive hubs for fintech start-ups (see Palma 2019, Hammond 2019 and 
Cheung (2019).

As the Swiss fintech market is growing rapidly, Geneva is also well positioned 
with a favorable support from local public authorities, a dynamic academic parti-
cipation and private investors. While a good number of public and private initia-
tives are taken, the banking sector is trying to understand the potential impact of 
this evolution on its business model.

Fintech developments like clients’ on-boarding, digitally secured contracts, digi-
tal signatures, payments, and securitization are booming. Generating investment 
advices based on exploitation of big data, social media and sensor networks 
through use of artificial intelligence is also growing fast. 

However, as technology improves the distribution channel and drives customer 
growth, the firms which will benefit are those that can embrace the changes on 
a large scale, possibly resulting in the asset management industry being domi-
nated by large global players. Understanding the changes brought on by these 
new technologies will be essential for firms to survive and to grow. Entire sec-
tions of firms will become commoditized and it will be necessary to reduce costs 
in order to spend more time on value-adding impact for clients and for banks.

By Thierry Cottet 
Chief Investment Officer at QNB Group

Wealth-Tech,
a Chance for the  
Swiss Private Banking
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THE NECESSITY TO OFFER COST-EFFECTIVE SOLUTIONS

Private investors are increasingly left with the responsibility on their financial health as the 
State and corporations transfer risks to them. The generation of baby-boomers is the first 
to be exposed to the reduction of pension funds benefits. A major risk is that the move 
from defined benefit to defined contribution pension funds schemes contributes to requi-
ring more savings and to investing them properly. And then, the possibility to withdraw the 
accumulated wealth from the pension fund at retirement transfers the investment risk and 
the longevity risk to individuals. As a result, inexperienced investors might incur large capital 
losses on their accumulated assets at the beginning of retirement and subsequently also 
bear the risk of outliving their assets.

With the cohort of baby-boomers entering into retirement, there is a market for a low-cost 
alternative to traditional wealth management. Although robo-advisors are the best-known 
product in this field, there are more new ideas to improve the investment industry through 
technology. For instance, robo-advisors can serve as complements to the traditional figure of 
the financial advisor, which customers trust to manage their investment portfolios. 

SOLUTIONS FOR UHNWI 

The roles of research, credit and equities analysts could be the first casualties as data analy-
tics become more commonplace and cheaper. The specter of commoditization also threatens 
discretionary portfolio management and even advisory. As a result, wealth managers should 
reallocate their resources where they can add more value. Wealth-tech enables focusing on 
clients’ objectives, and on modelling them reliably and affordably. 

Technology enables more sophisticated approaches than Markowitz’s mean–variance opti-
mization, with the visualization of potential outcomes becoming the central point of discus-
sion with clients (see Ballocchi 2019). Online access to investment performance may also 
motivate behavioral finance-related discussions that advisors can have with their clients. 
The personal relations in the high end of the wealth management industry will continue to be 
important, particularly for managers, who are capable of providing additional services that 
involve a holistic analysis of a clients’ total wealth. 

APPLICATION OF WEALTH-TECH IN ASSET ALLOCATION OPTIMIZATION

Since the emergence of Markowitz’s modern portfolio theory (MPT) in the 1950s, numerous 
new extensions have been developed for asset allocation’s optimization. For instance, the 
portfolio optimization using Markowitz’s MTP suffers from limitations in practice, because it 
typically leads to unstable, unintuitive and unmarketable portfolios. Several methods have 
been developed to improve this, like Michaud (2008) and Black–Litterman (1992), to mention 
but a few. Another example relates to the estimation of the covariance matrix, which is an 
essential part of the portfolio optimization, but suffers from the “curse of dimensionality”. 
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This is due to the large number of observations needed to ensure that covariance matrices 
are well-conditioned: a correlation matrix of only 20 instruments requires almost 16 years of 
monthly observations with constant volatility and correlations. Ledoit and Wolf (2004), e.g., 
have developed methodologies to improve the quality of the estimated covariance matrices.

Other methods use Monte-Carlo simulation to find the optimal asset allocation. There too, 
inclusion of extensions and developments require the use of wealth-tech. For instance, the 
consideration of downside risk measures instead of the usual standard deviation to optimize 
the asset allocation is more realistic as they are linked to losses only, whereas the standard 
deviation also considers gains as risks. Moreover, the optimization should be made in re-
gards to life-cycle liabilities and investment objectives. And the inclusion of within-horizon 
bankruptcy risk, in addition to end-of-horizon targets, also provides more realistic outcomes. 
As an illustration, the graph below shows that out of the three paths, which are equivalent 
at the end of the investment horizon, the red one leads to bankruptcy within the investment 
horizon (see Chhabra 2005). 

Wealth

Starting
Wealth

Minimum
Wealth

Time

Target
Wealth

Success

Success

Bankruptcy

Deterministic Approach

It follows that the optimal asset allocation should minimize the shortfall versus the target 
wealth at the investment horizon and simultaneously minimize the risk of bankruptcy within 
the investment horizon.
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THE EXAMPLE OF GOALS-BASED INVESTMENTS

The three graphs below show an example related to goals-based investment. This approach 
includes assets and liabilities management (ALM) used e.g. by pension funds and applies it 
to private investors. It also provides a consistent treatment of all elements of wealth, inclu-
ding the private business. 

The first graph below shows the stream of expected in- and outflow of an investor over a 40 
years investment horizon. These flows represent 9 investment goals with various importance. 
Each goal is associated with a portfolio linked to a time-varying strategic asset allocation.

� � � � � �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��

60

Essential Family Expense Income Education
Business Dividends
Business Exit
Retirement Income

Discretionary Family Expense Income
Business Crisis Support
Philanthropy
Additional Capital Growth

10

-40

Description of the outflows required by the investor:

1. The investor requires that its Essential and Education Income goals must be reached 
with a 90% confidence level. These outflow needs are the most important to the  
investor. Hence the related portfolios must be invested in a conservative way.

2. The Philanthropy and Retirement Income goals must be met with an 85% confidence 
level.

3. The Business crisis support goal can be met in years 3 and 9 with a 70% likelihood.

4. The Discretionary Income and the Additional Capital Growth goals can be met with 
a 55% confidence level. This lower required confidence level allows the portfolios 
assigned to these goals to start with a lower initial investment, invested with a more 
aggressive asset allocation.

130

Geneva Wealthtech Vol.1 / Wealth Management



Description of the wealth inflows:

1. Dividends from the investor’s private business will be received in years 3 to 9 with a 
70% likelihood.

2. The business exit (e.g. IPO or sale) inflow will be received with a 65% likelihood at 
year 10. 

The second graph below shows the Monte-Carlo simulation for the aggregated 9 portfolios 
(one portfolio per goal), considering the in- and outflows described above. The 90% confi-
dence interval (from the 5th to 95th percentiles) of the expected value of wealth starts at 100 
and runs over 40 years. After the year 33, some scenarios fall below the 0-line, highlighting 
a growing bankruptcy risk.
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The last graph below describes the time-varying aggregated strategic asset allocation, 
which corresponds to the median scenario of Monte-Carlo simulation on the above graph. 
The median wealth reaches 250 at the end of the 40 years’ investment horizon, after all 
in- and outflows. Additionally, the composition of the strategic asset allocation evolves 
over time to minimize the expected shortfall versus the target wealth at the end of the 
investment horizon, and to minimize the bankruptcy risk within the investment horizon.
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The goals-based investment methodology eases the interactions with investors as it links 
portfolios with actual goals in a more intuitive way than the usual focus on risk-adjusted 
return. With its simplicity and customization to the investor’s goals, this approach also turns 
the focus from the anxiety generated by short-termism to the long-term achievement of 
goals. As such, this method provides a hedge against some commonly encountered beha-
vioral biases. 

In order to produce an intuitive visualization of potential outcomes during the discussion 
with clients, simple tools and methodologies tend to be preferred because they usually give 
out-of-sample forecast results of comparable or even better quality than the ones coming 
from more elaborate methods. Moreover, data are polluted by behavioral biases and other 
noises in finance. Consequently, the benefits brought by overly sophisticated models are 
not always worth the extra complexity. These models could even convey a false sense of 
comfort, notwithstanding the evidence that only a small portion of market outcomes can be 
explained by quantitative models.

CONCLUSION

The Swiss private banking industry has sometimes felt that the ever-growing regulation body 
would place entry barriers to new entrants. It is clear now that new business models could 
bypass banks and intermediaries to directly access investors. These platforms are based on 
the idea that users can follow investments just like they follow Facebook status updates. One 
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of the best known in B2C format is eToro, a platform available in 140 countries that puts users 
in contact with each other and allows them to copy the portfolios of the most successful 
investors in the network, in order to replicate their strategies. According to Rajan (2019), 
artificial intelligence can rapidly create new winners and losers by allowing newcomers to 
disrupt the market. As an example, Tesla does not come from the automotive industry.

However, the private banking sector probably does not need to rebuild everything from 
scratch, and banks can instead adapt what already exists. Numerical ecosystems and start-
ups will have an important role to play in the future. Incubators and common platforms ac-
cessible by the financial industry is probably the way forward. It would allow banks to access 
existing platforms with the required expertise whilst controlling costs. Ultimately, it is about 
bringing the business needs of all types of wealth managers closer to the capabilities that 
exist in the market from all types of solution providers. The integration of numerical solutions 
to their value-chain improves the efficiency of the wealth managers’ business model and al-
lows focusing their efforts on their clients’ needs. After all, improving the clients’ experience 
is beneficial to both clients and companies.

Geneva is well positioned to continue to count as an important player in the field of private 
banking. Additionally to the usual qualities of Swiss banking, it can count on the proximity 
of 2 Universities (Geneva and Lausanne), of the Swiss Federal Institute of Technology in 
Lausanne and of several business and engineering schools. Talents will gravitate to where 
opportunities for innovation are abundant, where the regulatory environment is conducive, 
and where living conditions are pleasant. On all these factors, Geneva scores well. Cost is 
not everything.
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Cryptocurrencies and tokens or “digital assets” are becoming an asset class in-
creasingly hard to ignore. The complexities of trading and managing digital assets 
are immense, yet the demand for this investment class will increase due to shifts 
in demographics and client needs. New systems will empower wealth managers 
to overcome the complexities and to cater to the needs of their young investment 
clientele. Building on new technologies entirely new investment products will 
emerge combining the best of two worlds, ETFs and managed accounts.

One of the biggest information outlets of the crypto world, CoinmarketCap, lists 
appr. 300 different crypto exchanges. On these exchanges appr. 5000 different 
coins and tokens are traded. Looking at trading pairs CoinMarketCap further-
more identifies more than 20000 different markets. These markets are active 
24/7, 365 days per year. 

When comparing these figures to the traditional world of finance the complexi-
ties of trading digital assets become apparent: Only 2400 individual stock are 
listed on the New Stock Exchange and trading hours of that venue only last from 
9:30am to 4:00 pm, Monday to Fridays.

THE COMPLEXITY OF CRYPTO TRADING

What is more, however, is that the processes of buying and selling fundamentally 
differ among those two types of markets. Clearly, stock trading has been around 

By Dr. Patrick Schueffel
Adjunct Professor at Fribourg’s School of Management  
and Co-Founder of Tokenomatic

Wealth Management  
in the Age of Digital Assets

135

Geneva Wealthtech Vol.1 / Wealth Management



for more than 300 years and the means and procedures have been optimized and services 
providers are inhabiting every layer of the process, taken care of everything from foreign ex-
change to brokerage to custody. As a buyer of a Coca Cola share, I go to my bank, open a 
securities account, place the order to acquire a share and it will be executed – applicable to 
all relevant laws and regulations.

With a few exceptions such brokerage services do not exist in the crypto world. Here, do-it-
yourself is the name of the game. I need not only to identify the coin or token I want to buy, 
but I need to figure out on which of the 300 crypto exchanges it is traded. If I want to buy it, I 
furthermore need to figure out the trading pair for which I can obtain the coin or token: Can I 
buy it for Bitcoin? Or Ether? Or USDT? I then need to make sure to open an account with the 
exchange in question. Depending on the KYC/AML process it may take me several days, if 
not a week to obtain account details. However, the exchange may also decline me as a client 
without providing any reason.

Once I have a relationship with a crypto exchange that offers the coin or token I want to trade, 
I need to fund my account there if I want to purchase the digital asset. Only a few crypto 
exchanges offer so called “fiat ramps”: the possibility to use fiat currency to fund trading ac-
counts. That means most crypto exchanges will decline fiat money to fund my trading account 
with them but will demand crypto currencies from the start. If it is my first trade, I may need 
a detour: I first need to open an account with a crypto exchange that converts fiat money to 
crypto, e.g. Ether, and that then lets me transfer that crypto currency (Ether) to the crypto 
exchange that I had identified initially to acquire the target coin or token. Taken the KYC/AML 
process into account this step may add another week or so for the execution cycle time.

But execution may not be that simple after all: depending on its popularity the coin or token I 
want to trade may not be liquid at all. Given that there are 5000 coins or tokens listed on 20000 
different markets it is oftentimes sufficient to only place a US$3000.- buy or sell order to make 
a crypto currency skyrocket or send it into tailspin. With an order of that magnitude one can 
easily increase a token price which is traded at US$ 0.005 by 100% or drop it by 50% - if it gets 
filled, that is.

But not even here does the complexity end: I as the user always need to make sure not only to 
estimate the prices correctly, but I also need to make sure that my trading account is filled with 
sufficient funding to make up for the trading fees. I as the buyer of coin or token need to make 
sure that there is enough margin to pay the “gas”, i.e. to pay the trading fees on the Ethereum 
platform. But that is easier said than done as these fees are never fixed but vary over time. 

However, once I have obtained the coin or token of choice, I most likely also want to transfer 
it to one single centralized wallet where I hold my digital assets. Moreover, this last step in my 
crypto journey may turn out to be cumbersome: what if my wallet of choice does not cater 
for the latest coin or token I want to add? What if it does not support the latest digital asset I 
have acquired?
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THE NECESSITY OF A CRYPTO OFFERING

What I have just described is the “normal” ordeal you need to go through to buy one single 
exotic coin or token. However, the troubles can multiply if you want to assemble an entire 
portfolio of digital assets. So why go through such a torment to buy cryptocurrencies? Why 
not simply stick to traditional asset classes such as stocks and bonds?

There are two answers to this question: first, correlation and second, investor preferences. 
Correlation or – better – the lack thereof is the holy grail of portfolio management. So far 
cryptocurrencies have displayed virtually zero correlation with other asset classes. This lack 
of correlation makes it a highly attractive component to any investment portfolio. So, adding 
crypto currencies would be just a natural move for any responsible wealth manager. At least 
a fraction of well-diversified investment portfolio should be vested in digital assets. What is 
more, the performance of some of the digital assets which became available over the past 
10 years lends further support to the argument of investing in cryptocurrencies and tokens.

The second reason for diversifying wealth management towards digital assets are the 
changing preferences of investors. Millennials are increasingly crypto-savvy. According to 
a recent survey1, more than half of US Millennials are interested in using crypto currencies. 
But this is not where it ends. Millennials are also three times more likely to invest in crypto 
than the previous generation, Gen X. Almost one in ten of millennials chose crypto as their 
top long-term investment option. 

Looking at the demographics of current HNWI and UHNWI investors, a tidal wave is in the 
making. The preferences of new investors will fundamentally differ from the ones of incu-
mbents. Any private banker or wealth manager who wants to stay in business after wealth 
is being handed over to the millennial generation should pay close attention to this shift and 
must cater to it. Pair these insights with the fact that 71% of millennials2 would rather go 
to the dentist than visit a bank branch and the need for change in the private banking and 
wealth management area becomes obvious.

HOW TO GO ABOUT IT

So far we have established that the processes of crypto trading are everything but straight-
forward, yet there is an increasing need for a crypto offering in the wealth management area. 
Yet, how can this circle be squared? The answer is similar to that in traditional finance: by 
systems support. New systems are emerging to allow wealth managers to accomplish what 
their millennial clients are expecting of them, namely, to provide diligent portfolio mana-
gement in the world of cryptocurrencies. Tokenomatic is such an investment platform that 

1 https://cointelegraph.com/news/survey-half-of-american-millennials-interested-in-using-crypto

2 https://www.forbes.com/sites/zachconway/2017/04/19/why-more-millennials-would-
rather-visit-the-dentist-than-listen-to-banks/#284c50f272b3
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allows wealth managers to make first steps into the world of digital assets: it provides the 
functionality to assemble and manage portfolios of digital assets, so called baskets. The 
wealth manager can furthermore sell shares of these baskets and thus have wealth mana-
gement clients participate in the investment strategy. However, the unique features of tokens 
and smart contracts permit for further functionality: the shares of those baskets can not only 
be redeemed with the issuer but can also be traded on secondary marketplaces. Moreover, 
the shares of the basket can also be resolved, that is upon pressing a button on the smart 
device the share of the basket can be resolved and the underlyings be directly booked into 
the investor’s wallet – virtually without any counterparty risk. Think of the best of two worlds: 
ETF and managed accounts. New platforms, such as Tokenomatic combine the best charac-
teristics of both investment processes.

As the crypto investment world becomes ever more mainstream, we will see an increasing 
number of parallels emerging to the ones in the traditional world finance. Given the com-
plexities of 24/7 crypto trading investors will increasingly demand off-the-shelf solutions as 
they have in the conventional investment world. In general investors refrain from single stock 
picking, but prefer portfolios or products that represent portfolios, such as ETFs. The same 
will happen in the crypto world. Clients will not be willing or capable to trade on more than 
20000 different markets themselves around the clock, but they will request solutions that 
will buy them peace of mind. Fund solutions, or “Baskets” will emerge, providing clients to 
buy into baskets of crypto tokens, let it be the “World’s Top 20 Cryptos” by market cap or a 
thematic portfolio, such as “Medtech Tokens” or “IoT Tokens” or “Data Privacy” or ”Infrastruc-
ture Tokens”.

Interestingly enough, as these baskets are governed by smart contracts, they will not only 
be scalable but also highly cost-efficient to operate. Creating additional shares of these  
baskets will be a matter of pushing a button and thus professional portfolio managers and 
retail clients alike can create their individual baskets. In addition, this technology opens 
sheer limitless possibilities for mirror trading should a successful asset manager decide to 
share his or her strategy with the larger investment crowd.

THE WAY AHEAD

The brave new world of digital assets presents us with new complexities which appear to be 
almost insurmountable at first glance. Yet, once conquered with the help of systems these 
complexities also allow for new investment avenues, yielding more stability and returns to 
investors. As the crypto investment world will mature, we will see new products emerging 
that will better serve the needs of the younger investment generation and the same time will 
allow traditional wealth managers to venture into this new investment era at low levels of risk 
and high cost efficiency.
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