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2022 is slowly coming to an end, and for most investors
it’s not a year to remember. In the past, a diversification
into fixed income and equity would provide some form of
protection, but that did not work this year. Bond and
equity markets tanked in parallel, and there was virtually
no place to hide. During the third quarter major equity
indices were down 15-20% year-to-date, and the same
happened in the fixed income world. Depending on the
segment, losses were in the same range. There was some
bounce back in Q4, but all traditional asset classes will
end the year with substantial losses.

The outlook for 2023 at this stage is clouded by the
continuing Russian invasion of the Ukraine, the uncertain
inflation outlook and the corresponding action by the
Federal Reserve Bank: how high will interest rates go?
And the USS 64,000 question will be whether the Federal
Reserve Bank can engineer a soft landing, or whether the
global economy will slide into a recession. If indeed a
recession is upon us in 2023, will it be a mild one, and
what will the impact be on corporate earnings?

With so many questions, we believe that our tested
approach of sticking to a Strategic Asset Allocation and
“stay the course” will be rewarded. In this edition of the
Insider we introduce you to a slightly different approach:
Systematic re-balancing of portfolios, eliminating market
timing.

The past year was a challenge in many ways: the markets
were difficult to navigate, but we were also faced with
ever increasing costs, not least in the area of IT. You will
see in this newsletter what we have done to further
strengthen our IT infrastructure.

Last, but not least, we have also increased Corporate
Giving as our way to give back to society. We elaborate a
bit more in this newsletter what we do and how we go
about it. We are particularly pleased to fund the inaugural
AIWM/HPWM/SMU Bursary for a local student who could
otherwise not afford a university degree.

| wish you and your loved ones all the very best for the
festive season, and that 2023 will bring you good health
and happiness.

Urs Brutsch

Managing Partner & Founder
HP Wealth Management

HPWM Strategic Asset Allocation (SAA) Re-Balancing
Portfolios

In recent years, we have seen a massive shift from active
to passive investment strategies by asset owners ranging
from sovereign wealth funds to institutional investors as
well as to family offices. Several factors appear to have
contributed to the shift:

-the development of efficient market hypothesis
suggesting it is most efficient for investors to just hold the
market portfolio,

-inconsistent performance from active investments and
the constant search for a more cost-efficient method of
investing.

In contrast to active investing, the objective of passive
investing is to match the performance of the markets,
rather than to beat them. Some advantages of such an
approach include diversification, cost-savings and little to
no tracking error from the benchmark.

At HPWM, we cater to this set of clienteles with our
Systematic SAA Rebalancing portfolios. Like all our
portfolio mandates, we start first by designing a strategic
asset allocation framework (SAA) based on the client’s
long-term investment goals and risk appetite. Low-cost
index tracking funds and ETFs are then used as building
blocks to replicate the performance and composition of
the SAA. Portfolio rebalancing is done in a systematic
fashion, where we do not attempt to time the market but
instead rebalance the portfolio back to its strategic
weights on a scheduled basis (typically at the start of
every calendar quarter). Through this, we would be
systematically selling better performing assets and re-
allocating the proceeds to the underperforming
performing assets - effectively selling high, buying low.

We believe this SAA offering provides a good complement
to our other mandate offerings including the: i) Bottom-
up security selection approach and, ii) Tactical asset
allocation (TAA) approach. Like all things in investing,
there isn’t a single best approach and each style has its
own advantages and disadvantages. That said, with the
addition of the SAA mandates, we can continue to cater
to the different investment philosophies and goals of our
clients.

Jeremy Chong
Senior Portfolio Manager



Corporate Giving at HP Wealth Management

As part of our ESG journey, we want to demonstrate our
commitment to being a good corporate citizen (both
domestically and abroad). The partners make available a
certain sum for each calendar year. We have formed a
committee made up of three colleagues at HPWM. This
committee is screening proposals made by our staff on
which good causes to support. They are empowered to
make the decisions which causes to support, for as long
it’s within the guidelines which are:

Focus areas: education, children, environment
Geographical distribution: 50% in Singapore, 50%
overseas

Develop relationship with the organizations we support,
and work with them over several years

We want to engage with the organizations we support.
We want to understand how they operate and have
developed this framework to evaluate the merits:

1. Accountability
To ensure that donations are being used responsibly and effectively towards achieving a stated outcome and/or impact

Strategy and planning Is the organization’s strategy consistent with its mission and resources? Does it align with HPWM's objectives and areas

of interest?

Milestones and monltoring  * How does the organization track progress?
*What is the frequency and intensity of monitoring? Are the monitoring processes effective and credible?
*What type of reporting does the organization undertake e.g., an Impact Report?

Management *How is the organization managed and what do its day-to-day operations look like?
*Is the organization’s leadership competent in providing strategic direction and oversight?

+ Does the staff have the requisite experience, skill sets, and capacity to execute on the organization’s stated mission?

Financial sustainability Is the organization financially enaugh to focus on achieving the impact it is seeking?

Infrastructure Does the organization have the required infrastructure in place {technology, real estate, equipment etc) to pursue its
work effectively, including scale, if applicable?
Community Engagement Does the organization have deeply rooted ties to the communities it serves?

2. Collaboration
Callaboration is critical to making lasting, transformative progress

Potential Questions

Opportunities Does the organization create and leverage opportunities to share knowledge, both within the organization and with

other relevant communities?

Partnerships How does the organization work with others that are focused on similar issues?

What kinds of strategic partnerships does the organization pursue to advance its mission?

3. Track Record
The organization should be able to articulate how it carries out its mission and stated priorities in both qualitative and quantitative data

[ Focus Area | patential Questions

Performance What is the organization's track record, particularly when it comes to carrying out previous grants or funding programs?
How is the organization learning if it falls short on its higher-risk programs?

Goals How is the organization setting, tracking, and evaluating its performance goals?

References What do others (i.e., beneficiaries, news media, other non-profits, other donors) think about the organization's ability to

achieve impact effectively?

We are mindful that we have limited means to improve
the world, and that our commitment is only a drop in the
ocean. However, while we agree that the ocean is made
up of countless drops, we think that every drop counts.

Yen Zhao Yi, Senior Investment Manager, Private
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Association of Independent
Wealth Managers (Singapore)

Introducing the AIWM & HP Wealth Management
Bursary

As part of our Corporate Giving initiative we have entered
into an agreement with the Association of Independent
Wealth Managers (AIWM) and the Singapore
Management University (SMU). Under the agreement,
we have committed to fund a bursary of S$ 3,750 every
year for four years to allow a student from an
underprivileged household to study at SMU. AIWM tops
up the bursary to a total of SS 5,000 per annum. This
bursary will offer financial support towards a recipient’s
annual tuition costs and/or other study-related expenses.
Students are only eligible if they come from a household
with a Per Capita Income not exceeding SS 2,250 per
annum.

We are very pleased to be able to support and mentor a
bright young boy or girl throughout the journey and will
not fail to update you on the progress of the successful
candidate.

Cyber security
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We all received “vishing” phone calls or unwanted
“phishing” emails: in our daily usage of smart devices, we
are permanently exposed to cyber risks: we order food,
shop, email, bank, trade among the multitude of activities
which our smartphone facilitates.

These risks are certainly present in corporations as well.
In Singapore, cyber risk is taken very seriously:

a.. Under the “Cyber Security Agency of Singapore”,
we receive regular updates on potential critical
vulnerabilities in the cyber environment to
reduce the risk of system exploitation. SingCert
(Singapore Computer Emergency Response) was
set up to facilitate the detection, resolution and
prevention of cybersecurity incidents on the
internet.



b. On the regulatory front, the MAS (Monetary
Authority of Singapore) issued in January 2021
TRM - Technology Risk **Management -
Guidelines.

As a licensed entity, we certainly fall under the guidelines
and we are pleased to share some of the measures taken
at HP Wealth Management Pte Ltd:

1. Quarterly Management Meeting with Netability, our
IT service provider

2.  Gap analysis of HPWM IT Policy with MAS TRM by an
independent IT provider

3. External and internal IT Training

4. Ended Webmail access allowing Citrix Only when
outside office

5. Usage of Outlook app to access email with increased
security feature configuration on smart devices

6. Moving to a more powerful mail Gateway software
(scanning of emails)

7. Adding Netwrix Audit software for better control of
our infrastructure

Despite all of the measures above, we certainly agree
with the comment that “Cyber Resilience is not only an IT
issue but a self-awareness issue as not every risk is in plain
sight or covered by security software”: we must all unite
and keep abreast of cyber risks as human remains the
best barrier to such attacks !

Stephane Schmid, Partner

Meet Nadav Lehavy, Senior Relationship Manager

Can you tell us about your professional career so far?

The recurring theme for me has been the starting up and
building out of businesses in Asia for financial services
companies, ranging from a capital markets business
focused on commodities and currencies to wealth
management and investment advisory. A mid-career and
entrepreneurial experience for me in 2000 was my time as
a managing partner of what would now be called a fintech
firm, and | have also provided consulting services to
couple of digital health businesses. My experience
working with significant families started during my time
in the capital markets as | was providing risk management
and investment advisory services to a few UHNW
clients. My career in aggregate was great preparation for
what we do now.

You have worked for large companies and small
companies. What are the advantages (and
disadvantages) in your opinion working for a smaller
outfit like HPWM?

When thinking about my response to this question | had
two immediate thoughts. The first is that large companies
are a great place to learn, and typically have the resources
to invest in human capital development. Depending on
the company and the personal career path one decides to
take there is a risk factor that in a big company one is
relegated to a specific role and function, which is not what
| have wanted from my career. The second thought is that
size is relative. In the universe of MFQ'’s in Singapore and
Asia, HPWM is a large firm. In the context of MFQ’s,
HPWM as a professionally owned and managed MFO
allows for more flexibility and independence, which
ultimately serves the interests of clients. Career-wise |
have always worked for smaller business units of a larger
firm that required taking the initiative, which | think
provided a good grounding for working for a boutique
firm.

How do you see the Independent Wealth / Multi-Family
Office space develop over the next few years?

For established firms that lead with value-added services
and have scale like HPWM, | think there is significant
growth opportunities. For newer firms that have a more
product or transactional approach, or whose revenues are
dependent on FYC’s from placing insurance products, as
an example, | think there is a defined life-cycle to the
business. These firms will either have to scale up
significantly either through additional product and/or
services, or have to accept that their respective business
has reached its potential (which is not necessarily a bad
outcome), and they will need to do so in a disciplined cost
management manner.



How do you “sell” HPWM to your clients and prospects?
What is the unique selling proposition of HPWM?

| think there is a self-fulfilling aspect of HPWM'’s
respective relationships with our clients in as much as
there should be a mutually beneficial and suitable fit
between us and them. What | have learned over my
career, and one of the reasons | genuinely enjoy what I do
is that every client has circumstances unique to their
situation, and what is required of us to listen and
understand. Bearing this is in mind, my initial
conversation with a family principal, family advisor or
professional services provider is typically about the
differences in the service levels and costs of an MFO vs a
self-directed approach via an SFO vs a direct relationship
with a private bank, and what the client’s views are in
respect of each of these services value in fulfilling their
needs. This assists me in understanding how to position
our range of services, and ideally our value proposition
guides the client’s thinking that an MFO, specifically
HPWM, provides a professional and cost effective solution
to their situation. Emphasizing the alignment of interest
(thus doing our best to avoid conflicts of interests), our
independence and transparency, and service driven
approach are helpful. Our collective experience as a firm,
and our ability to draw on that to the benefit of a client is
also highlighted. This includes the commitment and
responsible administration of our business. Performance
matters however should not be the sole factor in a client
determining whether to work with HPWM or not.

Last, but not least, tell us something about you which
even your colleagues don’t know

Early in my career, starting in 1987, | had the opportunity
and privilege to work alongside central banks in Eastern
Europe as a counterparty to their goals of being
considered a credit-worthy counterparty in the
international capital markets. This small glimpse of life
behind the Iron Curtain in the 1980’s has left an
impression on me to this day.

HP Wealth Management continues to support FC
Schaffhausen

FC Schaffhausen is a team playing professionally in the
second tier of Swiss football. At the end of the 2021/2022
campaign the team narrowly
missed out on promotion to
Switzerland’s top division,
losing in the all-decisive playoff
against FC Lucerne.

The club’s ambition is to
achieve promotion this season,
but so far the results have been
a bit disappointing and the
team is in 8" place, quite a
distance away from promotion.

Raul Bobadilla is the “star
player” at FC Schaffhausen. He
has played at the highest level
in  Switzerland, = Germany,
Paraguay and Brazil.

We welcome the following new colleagues to HPWM

Leona Tan, Operations Officer
Stanley Gan, Middle Office & Risk Analyst
Anita Liew, Compliance Office

HPWM keeps healthy

It was great to be out again for the JPMorgan
Corporate Challenge.

PUBLISHER

HP Wealth Management (S) Pte Ltd (“HPWM”) is an independent wealth management firm founded in 2009 to provide
independent and professional investment advice, tailor-made investment management as well as family office services
to high net worth individuals and families. At HPWM, our focus is on managing client’s assets, bankable and non-bankable.
We work with experts in the field of finance such as and specialised fund managers. We work with a large network in the
field of trust, insurance, corporate providers, lawyers in order. to ensure that our clients get the best in class.
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