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banking market

sees new players, such as fund
managers, brokerages, investment
firms and even insurance
companies, while clients grow
more cautious in the wake of the
crisis. Wealth transfers abroad
returned to their average level.
after peaking in early 2012.

Q:What are the main devel-
opments in Hungary's pri-
vate banking sector?
A: The number of private
banking clients in Hungary
has remained unchanged
for years, at somewhat
below 20,000 despite the
fact that the number of such
accounts exceeds 45,000,
As private banking clients
often have more than one
account, we calculated with
an ave
per client. The combined
assets of private banking
customers held by Hun-
garian financial institu-
tions are estimated to reach
around HUF 2,500 billion.
As the private banking
arms of big banks do not
provide service alterna
tives for the customers com
pared to competitors, hor-
izontal client acquisition
strategies have stalled. New
players emerged beside the
traditional providers, such
as fund managers, bro-
kerages. investment firms
and, insurance companies.
Although not yet seen in
Hungary, in several West
ern European countries and
elsewhere, new internet pri-
vite banking service provid
ers target customers with
assets of between $100,000
and $1 million

Q: How have customers’
needs changed in the wake
of the crisis?
A: Customers have become
more cautious, more sensibl
and maybe demand higher
quality services. But for sure
they ask a lot more questions
before they agree to buy any-
thing. I do not think that
Hungarian clients would be
much less sophisticated or
educated than foreigners.
Nevertheless,  customers
could easily be the winners

of the turmoil of the past few
years, as private bankers were
forced 1o rationalize their
businesses and enhance the
effectiveness of their opera-
tions. There is now more
emphasis on the education
of both pri bankers, with
special training, and their
customers, and [ am not talk
ing about sales’ training here,
which was sadly the only edu-
cation line for years.

Q: What kind of products
are sought by Hungarian
pri banking ¢ 57

A: 1 think that the range of

products available is practi-
cally unlimited. Hungarian
clients have direct or online
access to all the products they
could possibly want in the
world, There will always be
new, innovative products, but
the key is developing a good
rapport between the client
and the banker.

The quality of private
banking services was one of
the main topics of the last
Heads of Private Banking
Forum organized by Blo-
Champs in Costes restaurant
where we invited ten lead-
ing Hungarian private bank-
ing managers. The aim of the
meeting was to discuss the
main challenges of the sector,
such as new regulation, data
provision, cooperation with
regulators, training and edu-
cation of private bankers, etc.

Unlike bankers and
investment service provid-
ers, unfortunately, private
bankers who manage about
20-25% of private assels in
Hungary have no institu-
tionalized sociation. If
they had one, they could
ha forced the govern-
mient to act without so much
delay, for instance, in Janu-
ary, when wealth transfers
abroad peaked.
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New piayers emerqe in private hankin

Q: Will wealth trans-
fer abroad ever stop in
Hungary?

A: Ever? Maybe.. But seri
ously, there will always be
wealth transfer, the question
is to what extent and what
volume. While wealth trans-
fer reached an estimated
HUF 200 billion per year dur-
ing the past six to eight years,
the government’s tax amnesty
brought back around HUF
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26 billion in 2011 and more
than HUF 50 billion this year.
The National Tax and Cus-
toms Administration  col-
lected HUF 2.9 billion in the
first seven months of 2012
and HUF 2.6 billion in 2011
in taxes on the repatriated
assets, which are subject to a
one-off 10% levy.

However, extraordinary
events could always boost
transfers abroad. There was a
minor peak after the nation-
alization of private pension
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fund assets at the beginning
of 2011, and a much bigger
one at the beginning of this
year when Hungary was in
the epicenter of a financial
storm. After adding up the
estimated transfers of the big-
gest Hungarian companies,
the grey and black economy
as well as small- and medium-
size enterprises, we believe
that total transfers made in
the first two moiiths of 2012
exceeded HUF 150 billion.
Including SMEs in our cal

culations for the first time
indicates that the upper mid-
dle class started taking its
money abroad. According
to our estimates, the aver
age amount transferred by
these people is around HUE
1.5 million per year per per.
son, compared to the aver-
age HUF 275 million by
the elite of around 10,000
wealthy Hungarians. While
the recent changes in the tax
system could have theoret-
ically strengthened the low
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end of the private banking
segment, experiences in how
the government has handled
private assets urged clients
with savings of HUF 20
100 million to open a
in Austria, Slovakia and Slo-
venia, The situation is much
better now than ten months
ago, but it is important for
both the country and the gov-
ernment to keep up re-estab-
lished confidence to avoid
what happened at the begin-
ning of 2012, 6L




