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THE SWISS FINANCIAL
CENTRE HAS SOLID
ADVANTAGES.”
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“IN UNCERTAIN
TIMES, THE

SWISS FINANCIAL
CENTRE HAS SOLID
ADVANTAGES”

Arnaud Leclercq, a partner of the group
holding Lombard Odier Darier Hentsch
& Cie in charge of the Eastern Countries,
explains the impact of the financial crisis
on Russian portfolios in Switzerland
and the consequences of the crisis for
the economy. Interview.

Mr. Leclercq, the financial crisis is af-
fecting the whole world, and important
Swiss banks find themselves in the
middle of this storm. What are the
consequences for the assets being
managed in Switzerland in general and
for Russian customers in particular?
Obviously, it all depends on the composi-
tion of the clients' investment portfolios.
In my view, Russians have been less af-
fected, relatively, in comparison to other
customers with different investment
reflexes. Coming from a background that
has known, despite the stabilisation ob-
served under Putin, a certain “volatility”,
the Russian investor shows a strong
attachment to his assets. Consequently,
Russians have had rather conservative
investment behaviours towards their
assets managed in Switzerland.

So there is a difference in attitudes
between Russian and European
customers...

Unlike an Anglo-Saxon client, for example,
a Russian client relies less on a reference

index. His first priority is not to lose any
money. If an Anglo-Saxon, borrowing from
this example once again, sees, in a period
of crisis, that his investments show a 5%
loss in comparison to a 15% loss for the
benchmark, he will nevertheless consider
this result as quite satisfactory. For the
Russian customer, it's a total loss.

In times of rising markets, does he then
take the risk of under-performing?

My personal approach Is first to conserve
the client's assets by assuring a decent

“During a crisis,
the image of wealth
management
is directly affected
by bad news from
the investment
banks”

absolute performance. The reference index
for customers from the CIS is in general
the fiduciary investment'’s rate of return,
which corresponds to 2-5% a year depending
on the period. One must then realise

a higher performance with a vehicle
representing very little risk. In addition

to sophisticated instruments preserving
capital, Russians have a certain appetite —
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— for bonds issued by emerging countries
like Kazakhstan or Russia. Thus, the cus-
tomer obtains a yield superior to the fidu-
ciary with a risk that remains predictable,
taking into account his knowledge of the
region. By contrast, a customer from the
West will be reluctant to buy such bonds,
because they appear unsafe.

It seems the cultural factor is
important in the choice of the
composition of portfolios...

Initially, we adapt the investments to

the customer’s culture and make up the
portfolic with him. We “customise” it. We
include a part with a fixed yield bearing
a risk understood by the customer. In a
second step, we introduce structured
products with a guaranteed capital. For
these products, we choose an underlying
which the customer is familiar with, such
as oil, gold, international blue chips or
important Russian securities such as
VTB or Gazprom, for example. The invest-
ment's third pillar will insure a significant
amount of liquidity. Our Russian clients
are often very active entrepreneurs who
may suddenly need cash in order to
make an investment in their country.

On the other hand, we try and maintain
a leverage effect giving the customer
the option of taking out a credit on the
portfolio at any time.

Let's get back to the losses recorded
by the Swiss financial institutes. What
are, according to you, the consequences
for the Swiss financial centre?

No crisis is good, and that goes for every-
body. That being said, it is true that a
number of important customers are
increasing their cooperation with private

“Very attached
to their assets,
Russians weren’t
affected much by
the crisis”

banks such as ours, as they seem to
them to be safer. Qver the last ten years,
the major banks have developed a global
strategy that links private banking with
investment banking. During a crisis, the
image of wealth management is directly

affected by bad news from the investment
banks. As soon as this news appears to
affect private assets, pensions, or one’s
capital «na chernyi den» (editor’s note: for
dark days to come) as the Russians say,
the feeling of insecurity stemming from
this is disproportionally high. At LODH,
we took the decision in 2006 to give up
investment banking in order to concen-
trate exclusively on the management of
private and institutional assets.

Does the Swiss financial centre, which
is considered safer in times of crisis,
have a «psychological advantage»?

| will give you a personal example: when

| became a father, | started to behave
differently. Before, | used to look at the
performance and speed of a car; now, |
am more interested in the safety of the car
| buy. In uncertain times on the markets,
the advantages of the Swiss financial
centre are solid. A year ago, | might not
have said that to you, but it is important
today. As private bankers, asset manage-
ment is our only occupation.

Due to our legal structure as "Partners”
and to the fact we are not listed on —
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— Oanka. U, COOTBETCTBEHHO, OHN ACHCTBYIOT NPEJIE/IbHO
OCMOTPHTENLHO, HCIOJIb3YS LEdblil KOMIUIEKC 3alliTHBIX
mep. CoBOM, B HLIHEMIHHX YCIOBHSX YACTHBIH OAHK ABMA-
eTeA 118 KIMEHTA He MPOCTOo aldbTepPHATHBOMH, a Xopouieii
anLTepHATHBOI.

A KaK Bbl oueHWBaeTe 0611YI0 3KOHOMUUYECKYIO CUTYALMIO B
MUpe U BAMAHWE KPU3MCa HAa POCCUNCKYIO SKOHOMUKY?

Sl nymaio, kpusuc OyAeT cHOcOBCTBOBATH YKPEIUICHHIO
MO3HLHI CTPAH ¢ OBLICTPO PACTYIIEH IKOHOMHKOIL, TAKHX KaK
Poccus, Muaus, Kurait. Pesyibrarom kpusuca cTaHer Taxie
KOPPEKTHPOBKA Beca BEAYLINX 3KOHOMHYECKHX JICPIKAR B
MUPOBOI YKOHOMHKE. DTH H3MEHEHHSI MCHA paiylor. 5
CYMTALO, YTO B MAKPOIKOHOMHYECKOM ILIAHE CTPaHBl ¢ Obi-
CTPO pacTyllei SKOHOMHKOI JT0JKHBI 3aHATL DoJee 3aMer-
HOE MEeCTO.

He XOTHTe AW Bbl 3TUM CKa3aTk, uto Poccua He oLy TUT
HeraTMBHbIX NOCAEACTBHI Kpusuca?

B coBpemMeHHOM MIpPe SKOHOMHKH BCEX CTPaH B3aHMOCBSI-
3aHbl, TAK 9TO HBIHCHIHHI (DMHAHCOBBIH KPHU3HC CKAKETCS 1
Ha Poccun. O,!HEII\"O HOKa 4TO MaJCHHA TCMITOB IKOHOMHYE-
CKOI'0 POCTa TaM He HaOJIOAAeTCs. DTO BHIFOIHO 3anany —ox
MOJIYY4CT BO3MOKHOCTb IKCIIOPTHPOBATE CBOIO NPOJLYKIHIO
Ha PLIHKH CTPaH ¢ OBICTPO pacTyiieii skonomukoii. Yem cra-
OuiibHEE 1 OBICTPEE OHH PA3BHBAIOTCS, TEM JIYHIIE IS HAC.
Husa 3anagnoii Esponsl Poconst sBisiercs ecTecTBEHHBIM
LapPTHEPOM — KaK B IUIAHE MONHTHKM, TAK H KYJILTYPbl H
pEHIHH. B

— the stock exchange, we have longer term investment
perspectives. Our Managing Partners are fully liable with their
personal assets. By nature, that implies taking many precautions.
Today, private banking is more than just an alternative.

Taking a look at the global economic situation, what are

the consequences of the crisis for the Russian economy?
This crisis will strengthen the position of emerging countries
such as Russia, India or China and redistribute the weight of the
economic powers. | can only be t pleased by such a development.
From a macroeconomic point of view, it is abnormal that these
countries are not better represented.

Are you implying that Russia is sheltered from this crisis?
Due to the growing interdependence of economies at the inter-
national level, the present financial crisis will also affect Russia.
However, | observe a stable growth within the country. Western
countries will also profit from this situation as they will be able
to sell their products in the emerging countries’ internal markets,
The more these countries are stable and prosperous, the better
it is for all of us. Russia is a natural partner for Europe through
its politics, its culture and its religion. m
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