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STRENGTH IN NUMBERS

and innovate to meet their new demands.

Finally, there is a decisive next step for all
licensed EAMs: the first FINMA prudential
audit. In accordance with legal provisions,
the frequency of this audit is determined
by the risk profile assigned to each
structure.
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architecture, means that it has
considerable potential for growth.

EAMs structures will continue to develop
alongside their banking partners, because
their business model is attractive and many
of the players demonstrate a real capacity
for innovation. Although there are still
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Since 2023, Swiss external asset managers
(EAMSs) have been operating under the
FINMA authorisation regime, following

the implementation of the Financial Market
Supervision Act (FINMASA) and the
Financial Market Supervision Act (LSFin).
This authorisation regime gives them long-
awaited recognition and offers excellent
prospects for external asset managers.

A BUOYANT BUT CHALLENGING
ENVIRONMENT

According to the latest statistics provided by
FINMA, most asset managers and trustees
authorised to date are micro-businesses,
incorporated as limited companies, and
employing fewer than three full-time staff.
As of 31 December 2023, the total assets
managed by the 1,187 authorised institutions
amounted to approximately CHF 216 billion,
with a further 600 authorisation applications
still waiting to be processed at the end of
2023, several of which were large EAMs.

Despite the headline numbers of EAMs,
the sector faces a number of challenges that
will likely affect the evolution of the industry.

Firstly, increasing and demanding regulation
has been pushing up both cost, and the time
spent in meeting regulatory requirements,
for the past decade.

Ownership and management structures are
likely to present a further challenge in the
next decade, with around a third of EAMs
needing to consider their futures.
Competition for talent will be fierce, with
candidates being courted by both external
wealth management businesses and banks.

A new generation of customers is also
presenting new challenges as expectations
change and EAMs are forced to invest

many challenges ahead, the next few years
should prove profitable for Swiss external
asset managers.

While the vast majority of EAMs will clear
this hurdle, FINMA's high requirements,
may prompt a number of EAMs to question
their independence.

ADDRESSING THE CHALLENGE

Establishing long-term collaboration
between EAMs could lead to the pooling
of support functions — such as financial
research, back office, risk management,
compliance, HR and payroll administration,
IT tools, Al, and digital processes - through
the creation of a joint service company.
This would enable charges to be shared
and costs to be optimised for each EAMs
shareholder or client of the structure.

"The next few years should prove
profitable for Swiss external asset
managers."

Merging with another player may also
ensure survival - albeit at the cost of some
autonomy - for companies that are strug-
gling to grow or to meet existing challenges.
A merger can provide access to additional
skills, a robust organisation, a complementa-
ry range of services, and new customers

and markets.

LOOKING TOWARDS THE FUTURE

The increasing demands of FINMA will un-
doubtedly force industry players to rethink
their strategy and will likely accelerate
consolidation in a sector that has seen little
in the way of M&A. This development will
affect EAMs of all sizes, since the issue of
critical size in this sector remains difficult
to quantify, given the variety of business
models.

Notwithstanding the challenges, the new
regulatory framework further establishes
the external asset management sector as a
key player in the Swiss financial centre.
The quality of its players and the diversity
of its offering, based on truly open
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IMPORTANT INFORMATION - This content is being provided
by REYL & Cie Ltd or/and its affiliates (hereinafter referred to
as "REYL") solely for information purposes and is not intended
to be a solicitation or offer, recommendation or advice to buy
or sell interests in any financial instrument mentioned in it,
to effect any transaction, or to conclude any transaction of
any kind whatsoever, in particular to any recipient who is not
a qualified, accredited, eligible professional or institutional
investor. It is intended for the sole use of the recipient and may
not be forwarded, printed, downloaded, used or reproduced for
any other purpose. It is not intended for distribution/offering
to, or use by, natural or legal persons that are nationals of
a country or subject to a jurisdiction of which the laws or
regulations would prohibit such distribution/offering or use.
Whilst REYL shall use reasonable efforts to obtain information
from sources which it believes to be reliable, REYL, its directors,
officers, employees, agents or shareholders assume no liability
regarding this content and give no warranty as to the accuracy,
completeness or reliability of any mentioned data and thus
assume no liability for losses arising from the use of this content.
The information, opinions and assessments contained in the
present document shall apply at the time of publication and
may be revoked or changed without prior notice. This content is
intended only for recipients who understand and are capable of
assuming all risks involved. Before entering into any transaction,
recipients should determine if the relevant financial instrument
mentioned in the content suits particular circumstances and
should ensure that they independently assess (together with
their professional advisers) the specific risks, the legal, tax,
accounting consequences and eligibility requirements of any
purchase, holding or sale of financial instruments mentioned
in the content. REYL, its directors, officers, employees, agents
or shareholders may from time to time have interests and/
or underwriting commitments in the financial instruments
described herein. REYL makes no representation as to the
suitability of the mentioned information, opinions or securities
and financial instruments. Historical data on the performance
of the financial instruments or on the underlying assets are no
indication for future performance. The present content has been
compiled by a department of REYL which is not an organisa-
tional unit responsible for financial research.REYL is subject
to distinct regulatory requirements and certain services and/
or financial instruments may not be available in all jurisdictions
or to all recipient types. Recipients are therefore responsible
to comply with all applicable laws and regulations. There is
no intention to offer services and/or financial instruments in
countries or jurisdictions where such offer would be unlawful
under the relevant laws and regulations.
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