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Belovedreaders,

Capital is a topic that has been in the center of attention since
hundreds of years. At least in the past 152 years, since Karl
Marx published the first part of Capital: Critique of Political
Economy, many people bear a negative association with the
word capital. However, itis a topic that affects everybody on a
daily basis. According to the Oxford Dictionary, capital means
“Wealth in the form of money or other assets owned by a per-
son or organization or available for a purpose such as starting
a company or investing.” Although capital is often used in this
business (i.e. financial) context, we believe thatits true mean-
ingis much broaderthanthisand does notnecessarily have to
be something capitalistic or even evil. The beauty of capital is
thatit can be anything to anyone. Nevertheless, many under-
stand capital as a purely financial term. Others, however, un-
derstand it differently. They understand the environment as a
form of capital to humanity, ingredients as a form of capital to
an unforgettable dish, and data as a form of capital to enable
businessesto streamline processes.

In an attempt to demystify the broad topic “Capital”, the arti-
cles and interviews in this edition of the St. Gallen Business
Review aim to take you on a journey and lead you through this
complexlandscape of facts and opinions. We ask you to take
the time to immerse yourself in this topic and learn from busi-
ness leaders, futurists, spirituals and artists what capital is to
them and what it can be for you. With our selection of distin-
guished authors reaching from business executives to monks
and artists we can provide a comprehensive and multifaceted
insightintothe mostrecentand exciting areas of this topic.

Among others, learn from Alexander Dibelius and Urs Wi-
etlisbach how Private Equity creates value for society; let
private banker Patrick Odier talk about his stance on sus-
tainability and let him explain why ESG investing is of exis-
tentialimportanceto all of us; in thisregard, let WWF Pres-
ident Pavan Sukhdev introduce you to a capital-based
framework for measuring social value and integrated cor-
porate performance; explore the state of the Swiss finan-
cial sector with Mark Branson, Director of FINMA and let
Antoinette Hunziker-Ebneter explain, why she cuther own
salary substantially when she was named Chair of the
Board of Directors of a Swiss bank. Moreover, let German
monk Anselm Grin elaborate on the ethical aspects of in-
vesting and find out how the bible legitimizes asset man-
agement and capital; embark on a culinary journey with
world-renowned chef Daniel Humm and find out why quit-
ting school was the best decision he ever made. All that
we have in store for you and much more.

As always, much energy and passion have driven the new
edition of the St. Gallen Business Review and we hope the

giveninsights will excite and inspire.

Enjoyreading!

Milan Schéda
Editor In Chief
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“At Lombard Odier we believe
the Sustainability Revolution
will be the biggest driver
ofinvestmentreturnsin
modern history!”

Patrick Odier | Senior Managing Partner of Lombard Odier

Founded in 1796, the Geneva-based private bank
has been committed to sustainability for generations.
Sustainability is not only one of the many invest-
ment strategies of Geneva'’s private bankers, it is also
deeply rooted in their philosophy.

Lombard Odier has a strong focus on
sustainability. How did this happen?

At Lombard Odier, we have a long and successful history of thinking
sustainably. This was built into the foundations of our bank, and is a
large part of why, 223 years later, we are still going strong. Our inde-
pendent, partnership structure gives us the flexibility to think in gen-
erationalterms, not quarterto quarter. Instead, we can focus on serv-
ing our clients for the vlong term. Consequently, if we want to set
priorities and invest in certain business activities, we have the re-
sources, flexibility and the agility to do so. We believe this makes us
uniquely positioned to generate returns for our clients as the Sustain-
ability Revolution continues to unfold.

When did you take the first steps to establish
asustainable investment process?

In the 1990s, we saw growing demand from investors for sustain-
able and at the time ethical investment products. Clients wanted
to better understand in particular the governance of the compa-
nies in which they were invested. That is when we initiated the cre-
ation of the Ethos Foundation, an.organisation focussed on sus-
tainability forinstitutional investors. We feltitwas our responsibility
to address a growing concern from the investor community and
thereby promote sustainable investing. We had no direct com-
mercial interest in this project. From the mid-1990s to around
2005, we developed our own sustainable investing methodolo-
gies. At the same time, international standards, such as the UN

Principles of Responsible Investing (PRIs), which we signed quite
early, developed. ; ;

After these initial steps, we wanted to offer specialised investment
strategies in certain asset classes, the most logical of which was in
equities. We then began our collaboration with Generation Invest-
ment Management, acompany founded by Al Gore and David Blood,
which was a pioneer in the field of Global Sustainable Equities. Lom-
bard Odier has now had an exclusive partnership with this company
for 12 years. :

What about other asset classes?

There was strong interest in fixed income as well, and we therefore
signed a partnership with Affirmative Investment Management (AIM),
in order to develop our offerings in ‘green bond’ strategies. In order
to widen the investment universe and include bonds from cli-
mate-aligned companies who are not strictly pure players, we
launched aninnovative ‘climate bond’ solution. :

Finally, three years ago, we decided to embed sustainability across
our entire investment processes, as we are convinced that sustain-
able investments will drive higher portfolio returnsin the mid-term.

Patrick Odier
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At Lombard Odier, we aim to make no distinction be-
tween portfolios that are sus,tainable and those that are
not. Sustainable investing is not a matter of product; it is
a matter of investment philosophy. Acting as fiduciary
for our clients’ wealth, we are convinced that sustain-
ability will be the best source of future returns for all in-
vestment portfolios, and therefore investing along
these lineswill be in their bestinterest.

What does your sustainable investment
approachlooklike today?

When it comes to integrating sustainability into portfoli-
os today, we take a three-pillar.approach. We believe
these pillars are interlinked and interdependent — take
one away, andthe whole system is much more vulnera-
ble. Our first pillar assesses the sustainability of the fi-
nancial model. Can a company continue to generate
excess economic returns? Is it likely to maintain its
credit quality and solvency?

The second pillar looks at the sustainability of their busi-
ness practices. How well is the company run in the con-
text of its broader ecosystem of stakeholders? This is
where environmental, social and governance (ESG)
criteria is employed. In this respect availability and
quality of data is of the essence. The more non-financial
data, and the more robust it is, the easier it becomes to
root out biases in the system, and get a.true under-
standing of whether companies are genuinely transi-
tioning to more sustainable business practices.

But sustainability goes beyond just ESG. This is why our
third pillar looks at the sustainability of companies’ busi-
ness models. As our economies continue to transform,
how are the different sectors likely to benefit? How do
they needto change? Can coal continue to competeina
world where the cost of renewables is rapidly decreas-
ing? How big is the stranded asset risk incurred by the
company? Whatare the energy sources of the future?

Given the scale and pace of the Sustainability Revolution,
we are constantly reviewing and improving our processes
in order to identify the business models best-placed to
benefitas oureconomies continue to transform.

How do you see Switzerlandin
terms of sustainability? Are we on
therighttrack?

We naturally want to contribute to Switzerland and its
financial industry being able to assert themselves,
and take the lead in anticipating future sustainability
developments. | believe this is currently the case. In
Switzerland, we are privileged to have a strong and
well-qualified talent base as well as easy access to
capital. Combining and leveraging these in the con-
text of sustainability will ensure there is an additional
return opportunity. Switzerland, as an export-orient-
ed economy, can benefit and enhance its global
competitiveness by balancing public policies with
business practices concerning sustainability. There-
fore, both micro- and macroeconomic initiatives are
essential.

In which areas would Lombard Odier not
investbecause itwould violate the
principles of the bank?

Exclusion policies by institutional investors, especially
in North America, were a key first step in the evolution of
sustainable investing. In our view, a more holistically
sustainable approach contributes much better to the
risk profile of the portfolio, However, at Lombard Odier,
we also have group-wide exclusions on uhconventionai
weapons and essential food commodities. This is due
to considerations of business ethics:.

While exclusions are a very efficient way of expressing
an investor’s values, they do not necessarily support
and drive change within a sector. For us, the three-pillar
approach discussed earlier should bring better results.

Lombard Odier was founded in 1796 —
how do you ensure that it thrivesinthe
nextone hundred years?

Well, we want to retain our independent ownership
model, which helps us avoid some of the conflicts of in-
terest in the financial world today. We do this by con-
centrating on one business only — wealth management.

We do not cross-subsidise from one business to anoth-
er. We avoid taking decisions as a firm that are notin the
direct interest of the clients. We behave as responsible
entrepreneurs, aligning their interests with ours with a
long-termview.

Additionally, we want our top management and ex-
perts to serve clients personally. By doing so, we en-
sure that our weekly Managing Partner meetings al-
locate priority time to client’s experience and needs.

How can Lombard Odierimplement the
‘white money’ strategy and ensure that
the bank knows its customers and that
their money is properly taxed?

In the past decade, there has been a change from

one world to another. Personally, | was convinced

very early on thatthe paradigm change offiscal trans-

parency had to be carried out. Lombard Odier bene-

fitted from an advantage during this period of

change, as we were not dependent on a specific type
" ofclientele.

Our business model was, and still is, focused on provid-
ing investment expertise and holistic advice, while we
were able to diversify across business lines and geog-
raphies early in our history. Lombard Odier enjoys a
broadly diversified clientele of entrepreneurs, families,
institutional and technology clients across Switzerland,
Europeandthe rest ofthe world.

Together Viiith the Financial Times

you have produced avideo series

called “FT Rethink”, where you

discuss topics like “Micro Homes”,

“Recycling” and “Deep Sea Mining”.

What does Lombard Odier hope to

getout of this?
We wantto ensure thatthere are insightful contributions
being made to sustainability issues. We do not see our-
selves as specialists in all of these areas. However, we
would like to find experts who can explain the ideas on
these topics. By sharing these faster, changes should

be possible, including in the way we invest. We have
consciously made our commitment to sustainability
public, in order to encourage the financial industry to
joinus onthisjourney.

You mentioned earlier that sustainable
investmenthas beenvery attractive in
recentyears. Why don’t all companies
do this, in yotir \(

Firstly, demand for sustainable investing is not yet
properly aligned worldwide. Some financial institu-
tions may be active in areas where demand has al-
ready developed; others operate in markets where
thisis notyetthe case. ;

Secondly, notall players were ableto develop the ap-
propriate expertise inthis area. It requires substantial
investment, and much more than this — a fundamen-
tal change in mind-set. Also, | believe science, poli-
tics, industry and the financial world must all work
together in order to achieve results. This is not yet
the case.

This being said, in Switzerland, a number of leading fi-
nancial institutions are taking the lead in this area — and
we are proud that Lombard Odieris one of them. We re-
cently received the B Corp certification, which demon-
strates our leadership and commitmentto sustainability
among global wealth managers. s i

Would regulationin this field accelerate
the transition to a more sustainable
economy?

Regulations in this area should be balanced and there-
fore create positive incentives. This takes time, experi-
ence, and substantial resources.

Personally, | think there will be increased regulation in
thisfield. Whatisimportant, in myview, isthatthe indus-
try leads the agenda, to avoid regulations that do not
reflect the realities of our industry. At Lombard Odier,

“we are fully committed to contributing to the regulatory

decision process in sustainability.

Patrick Odier
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What are your personal expectations of university
graduates who start work at Lombard Odier?
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Patrick Odier

Investing in talent is extremely important to us, and the good news is
that we have attracted a record amount of top talentto Lombard Odi-
ersince we made our commitmentto sustainability public.

Both analytical skills as well as conviction are needed. The young
generation has embraced issues around sustainability much earlier,
and this is an advantage. We also want people who have investment
experience and who can bring us new methodologies and tools.
Data management expertise isbecomingincreasingly important.

Sustainable investing.also means having answers to the qualitative -
and not just quantitative aspects to a company or issuer. A critical

mind as well as strong judgemental capability are highly desirable

qualities.

Therefore, we lookto complementlegal, economic, technological or
quantitative backgrounds with competencies in history or philoso-
phy. These skills can bring valuable perspectives on how companies
will adapt, where and how consumer demand will emerge and how
sustainability will be communicated. The right blend of personality,
mind-set and experience is more important than holding a specific
degree. We want to integrate the “managers of tomorrow” into Lom-

10 . bard Odier as quickly as possible. .

Patrick Odier

Patrick Odier has been Chairman of the Board of
Directors of Bank Lombard Odier & Co Ltd. since
January 1st, 2014, and he has been Senior Ma-
naging Partner of the Lombard Odier Group sin-
ce July 1st, 2008.

Patrick Odier joined the Lombard Odier Group in
1982 and completed his training in Zurich, New
York, and Montreal, before becoming a Mana-
ging Partnerin 1986. He holds an economics de-
gree from the University of Geneva and an MBA in
finance from the University of Chicago.

Patrick Odier was Chairman of the Swiss Ban-
kers Association from September 2009 to Sep-
tember 2016. He is Member of the Board Group
economiesuisse (Swiss Business Federation).
He is also a board member of several Swiss
and international academic institutions and phi-
lanthropic organisations.

iew with Patrick




12

Integrated Profit & Loss as
a Capital-based Framework
for Measuring Social Value
and Integrated Corporate
Performance

Pavan Sukhdev | President WWF and Founder of GIST

Pavan Sukhdev describes how important sustainabili-
ty in the sector economy is and how sustainability can
be achieved. In particular, he explores on the term
natural capital.

The term “capital” is an economic metaphor for “a thing of
value”. It implies the existence of stocks of assets which
have value and will, if used appropriately, generate or se-
cure flows of benefits, such as income. The most popular
economic definition of “income” was by Hicks (1946) , who
equated an individual’s ‘income’ in any given period to the
amount of expenditure in that period which still left the indi-
vidual’s capital intact. A sense of ‘sustainability’ is captured
here, as only sustainable spending (i.e. spending which
leaves capitalintact) isa measure ofincome.

Unfortunately, we live in a world in which many forms of
capital face risks of depletion. Natural capital is at risk from
numerous directions as ‘Planetary Boundaries’ are rapidly
approached and even breached, social capital is being
battered by increasing intolerance and polarization abet-
ted by irresponsible politics, and human health, the main-
stay of human capital, isincreasingly damaged by pollution
and indeed by our diets, which, delivered through an un-
sustainable food system, have become the main risk factor
driving the global burden of disease .

We are also aware that these impacts on all these forms of
capital are being driven by the economy’s main agent — the
private sector - which accounts for two-thirds of global out-
putand jobs. Despite that, today’s corporation is required by
statute to quantify and report only its impacts on sharehold-

N
e

er financial capital, and not its impacts or dependencies on
any other forms of capital (human, natural, etc) belonging to
various sections of society including important stakeholders
such as employees, customers, suppliers, regulators, gov-
ernments, citizens, the youth, etc. This makes very little
sensefromany perspective, be itthat of transparency, orjus-
tice, or sustainability. We cannot manage what we do not
measure, and without measuring sustainable corporate per-
formance —i.e. performance that integrates natural, human
and social capital externalities — how are we to succeed in
achieving private sector sustainability? And if corporations
are not sustainable, then how can the economy, of which
they are the dominant part, ever become sustainable?

“Integrated Profit and Loss Reporting” or <IP&L> evolved
as a corporate initiative in sustainability leadership, in re-
sponse to the publication of the <IR> or Integrated Report-
ing Framework of the IIRC and the need to devise and use a
wider-lens, ‘stakeholder’ view of corporate performance.
Thisapproach has been used (andin some instances, pub-
lished) by many sustainability leaders around the world,
such as Akzonobel (a European chemicals giant, in 2014),
Amata (a forestry company in Brazil, in 2015), Yarra Valley
Water (Melbourne’s water utility, in 2016), Sveaskog (Swe-
den’s largest forestry company, in 2018) and others. Itisan
approach and framework which draws from the Integrated
Reporting Framework (“<IR>", 2013) of the International

\

Integrated Profit & Loss as a Cap?—

Pavan Sukhdev
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Integrated Profit & Loss as a Capital-based Framework

Integrated Reporting Council (“lIRC”) and incorporates
lessons for discovering & measuring natural capital im-
pacts and dependencies from the Natural Capital Protocol
(2016) , a universal process guideline and framework pre-
pared by the “Natural Capital Coalition” (‘Coalition’) . The
Natural Capital Coalition has grown from its origins as the
“TEEB for Business Coalition” (2012) into a wide-ranging
community of practice which targets a deeper understand-
ing of corporate impacts and dependencies on natural
capital. The consensus built by the Coalition has helped to
support, replicate, and scale ‘best-of-breed’ work done by
corporate leadersin sustainable business practice.

The four dimensions of the wealth (‘capital’) of third-parties
(who could be individuals, or communities, or the public at
large) mostimpacted by businesses are summarized in the
table (below), with a few examples given of each asset
classandtype of ownership.

Ownership | Capital | Produced Hurman Matural Saciai
Chlesores ians“‘“,. Capital Capital Capital Capital
Mines:

«  Factories -

; © Secuies | g« Fialds
Private + Seftware | E el = Private
Ownership: +  Patents Foresis
(*Private Goods')

* Market dasgn, reguiations, rules, atiqusite
= Civil & Criminal Laws; Judicial syslems

*  Community = Conrariunly
Community Cantnss s m Foresis
Cwnership: *  Community Knowledge ~ © Srading
{*Club Goods") Schioals Commions

= Community rules, normns, cusioms, culture

* Roads *  Public = High Seas
Public + Bridges Dalabases Fisharies
Ownership: = Public - Monepatent = National
('Public Goods’) Huapstals Knowladge Parhs/ Forasla

+ Conslitutions; Judkciaries; Law & ordor; Tax systems
+  Sacial equity; Communal harmony, Cullural diversety

Table : Capital Classes & Ownership Categories: Examples
from a Business Context

The above framework at the micro-economic level uses
only four forms of capital. This is consistent with main-
stream literature in environmental economics as well as the
‘inclusive wealth’ approach adopted by United Nations
Universityand UN Environmentin their Inclusive Wealth Re-
port, which presents such capital analysis ata macro-eco-
nomic level. Inthatreport’s foreword, Prof. Partha Dasgup-
ta explains the four forms of capital thus;

“Inclusive wealth is the social value of an economy’s capital
assets. The assets comprise (i) manufactured capital
(roads, buildings, machines, and equipment), (ii) human
capital (skills, education, health), and (iii) natural capital
(sub-soilresources, ecosystems, the atmosphere).

Such other durable assets as knowledge, institutions, cul-
ture, religion — more broadly, social capital — were taken to
be enabling assets; that is, assets that enable the produc-

tion and allocation of assets in categories (i)-(iii). The effec-
tiveness of enabling assetsin a country getsreflected inthe
shadow prices of assets in categories (i)-(iii)”

Is “Intellectual Capital” a

Separate Class of Capital?

Some literature (incuding the <IR> guidelines of IIRC) also
recognizes a fifth class of capital, viz, “Intellectual Capital”.
However, we live in an age dominated by technology and
information, therefore intellectual capital is ubiquitous, and
in fact is usually found embedded in other forms of capital.
It could either be embedded in privately owned produced
capital (eg: inthe form of Intellectual Property (“IP”) such as
patents, copyrights, trademarks, brands, etc, and incorpo-
rated into numerous consumer goods) or community
owned human capital (eg: traditional knowledge of tribal
communities about their local herbal remedies) or human
capital inthe public domain (eg: wikipedia, non-copyright-
ed knowledge and technology). In all these cases, it is
found that ‘intellectual capital’ is in fact embedded into as-
setswhich are part of one of the four classes of capital (usu-
ally produced or human capital) held in some category of
ownership (private, community, public) and thus it is not
necessary to create a separate “capital class” to capture
“intellectual capital”.

The usual rationale presented for separating out “intellec-
tual capital” as a separate class is that companies market
valuesfarexceedtheirbookvalues, andthatthe difference
is because of “intangible assets”. This logic is erroneous,
fora couple of reasons. Firstly, with the advent of technolo-
gy companies, several large ‘tech stocks’ trade atvery high
multiples of earnings (eg: Google, Facebook, etc), but this
represents the expected presentvalue of market estimates
of their growth in earnings thanks to their intellectual prop-
erty, business strategies, etc. Secondly, some of the book
value of patents and licences that are considered “intangi-
ble assets” is lower than their market value simply because
of conservative or missing IP valuations in the books of ac-
counts.

What do Ownership Categories tell us
about the Ethics of Offsets?

In the table above, community-owned wealth is referred to
as “club goods”, and it should be noted that the “communi-
ties” we refer to may be as varied as tribal villages, city pre-
cincts, or country golf clubs: the key point here is that they
exercise shared ownership rights and the ability to exclude
others from accessing or benefiting from their club goods.
Thisis notthe case for public goods, which by definition are
non-excludable and non-rival, in other words, no one can

be prevented from using them and use by one party does
not prevent use by another. Whilst capital classes are wide-
ly considered by corporate managers when evaluating ex-
ternalities and designing mitigation strategies, more atten-
tion needsto be paid to ownership categories.

When evaluating impacts and considering offset strate-
gies, companies would be well advised to ask “whose capi-
talisitanyway?”. Merely attempting to create (for example)
natural capital value for one group of stakeholders (eg:
general public in the prosperous north) when the actual
corporate externality affects quite a different group of
stakeholders (eg: access to unpolluted natural resources
for a poor rural community in the south) could be at best
contentious as an ‘offset’ strategy, and at worst morally of-
fensive. Thus, a Canadian mining company afforesting
empty land near its head office in Toronto would not have
an ethical case for calling that a “natural capital offset” for
its pollution damage to river waters and soils caused by its
mining operations in distant Ecuador, because the costs
are beinginflicted onthe health and incomes of poor village
communities in Ecuador, whereas the benefits are accru-
ingto the prosperous citizens of Toronto in terms of a better
quality of urban life.

To avoid ethical pitfalls and reputational risks from formu-
lating offset strategies that are either ethically or scientifi-
cally questionable, careful consideration needs to be paid
to both the capital class and the ownership category of af-
fected third-parties.

1. Proposed Capital-Based Valuation
Framework for Business Externalities
Business externalities can result in positive or negative im-
pacts on third-parties. These impacts can be observed as
third-party changes in one of four categories of capital (nat-
ural, physical, human, social) belonging to one of three
classes of ownership (i.e. private ownership — such as job
skills and health; community ownership — such as village
schools, community groves, neighborhood security sys-
tems, etc; or public ownership — such as climate stability, na-
tional parks, law & order, etc.). Materiality (i.e. economic or
social size and significance) is the main reason for including
a particular impact, but materiality of particular drivers and
impacts differs significantly from sectorto sector.

1.1 What to Value: Valuation of externalities is about
measuring the economic value of changes in any of
the four kinds of capital belonging to any of the three
categories of third-parties as a result of the activities
ofabusiness. Valuation mustfocus on material exter-

nalities, determined as material in social and eco-
nomic terms for the owners of the capital category
being impacted. Furthermore, where a business un-
dertakes activity to “offset” its negative externalities,
the impacts of such “offsets” must also be valued and
setoff againstthe externality.

1.2 Why to Value: Valuation informs and improves busi-
ness decision-making along the value-chains that
generate externalities, by assisting business manag-
ers in designing appropriate responses. It enables
business responses to their externalities to be priori-
tized, appropriate, effective and efficient in reducing
or offsetting negative externalities and increasing
positive externalities. Valuation similarly also informs
a range of stakeholders, from investors to civil soci-
ety, supporting their interests to seek such business
responses, to reduce risk to the business in the long
term, and reduce negative impacts to society in the
shortandlongterm.

Itis important for business sectors, by a process of exam-
ination and elimination, to determine which third-party im-
pacts deserve their closer attention, measurement, disclo-
sure and management on the basis of materiality.

In evaluating third-party impacts across these classes of
capital and categories of ownership, we find that there are
eleven major drivers of externalities arising from typical
business activities, which most commonly generate the
most significantthird-party impacts.

Ofthese elevendrivers, six of them are “environmental driv-
ers” (viz, GHG emissions; freshwater extraction; waste gen-
eration; land-use change; air pollution; land & sea pollu-
tion). These six environmental drivers were first proposed
by Trucost plc & PwC in their advisory work, and formed the
basis of their “EP&L” (Environmental Profit & Loss) calcula-
tion for Puma, in an externality statement published by the
companyin May 2011. It should be noted that the actual ‘im-
pacts’ referred to in “EP&L” are not only natural capital ex-
ternalities- there are also human capital externalities (eg:
health impacts of pollution and waste).

Two corporate drivers in the space of employee human
capital are employee training programs and employee
health and safety (EHS) standards which, if managed well
andtoscale, canleadto large positive human capital exter-
nalities (see example in Chapter 5, “Corporation 2020” ,
describing the work of GIST Advisory to estimate the hu-
man capital externalities of Infosys).

Pavan Sukhdev
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Three corporate drivers that create potentially large social
capital externalities - positive and negative — such as im-
pacts on institutional and social architecture, employ-
ment opportunity, social inclusion, etc - are primarily due
to CSR programs, business models, and company poli-
cies. (see Natura example in Chapter 5, “Corporation
2020” for an example of a business model that generates
positive social capital externalities.) It should be noted
that companies do account for (‘internalize’) the costs of
CSR programs, but there is no compulsion to measure or
report the positive externalities or benefits — positive im-
pacts on third-party social, human, or natural capital —
precisely because these are ‘externalities’. Sometimes,
CSR program benefits may be targeted as ‘offsets’ to
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known negative externalities, which is why measuring and
reporting the one ought to be accompanied by measuring
andreporting the other.

It should also be noted that the eleven drivers are selected
based on the area of business activity that generates them
and the materiality of impacts they create, rather than their
easy fit into the three categories of ownership and four cate-
gories of capital.

Classification ambiguities might arise due to confusions be-
tween whatis a driver, outcome, orimpact, and such ambigu-
ities should be addressed consciously, with context and as-
sumptions disclosed. For example, “waste generation” is an

environmental driver, even though its real impact is on hu-
man health, i.e. human capital. Furthermore, within the en-
vironmental driver category, the waste management pro-
cess might be such (eg: incinerating plastic waste) that the
driver could be classified either as “waste generation” or as
“air pollution”, so a decision needs to made - a ‘framework’
choice as itwere - on a standard classification so that com-
parability and consistency across industries and compa-
niesisensured.

Afurther pointto note is that, in general, a company’s soci-
etal impacts and externalities can either be classified “by
business driver” or “by impacted capital”. The former ap-
proach is usually more useful for business management,

enabling response strategies to be formulated by the busi-
ness unitdriving the impact. The latteris more useful forim-
pactanalysis atthe level of the company, industry or sector,
providing high-level perspectives for regulators and policy
makers as well as industry benchmarks for analysts and in-
vestors.

An agreed universal valuation framework such as we have
described here would ensure that one approach is fol-
lowed by everyone, allowing results to be compared across
business sectors, and within business sectors across cor-
porations. This is a common ask from analysts, investors,
Civil Society Organizations, company regulators and from
corporate managementthemselves.

Pavan Sukhdev

Pavan Sukhdev is the founder & chair of GIST,
an NGO that specialises in research into major
economic externalities arising from natural ca-
pitaland human capital. He was the Special Ad-
viser and Head of UNEP’s Green Economy Initi-
ative and was also the Study Leader for the
ground breaking TEEB (The Economics of Eco-
systems and Biodiversity) study commissioned
by G8+5 and hosted by UNEP. In 2017 he has
been named as the new President of WWF In-
ternational’s Board.
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Ethical

Investments

Anselm Griin | Monk and best-selling author

In this article, monk and best-selling author

Dr. Anselm Grun gives a spiritual and ethical
perspective on capital, how he makes his investment
decisions and why responsible entrepreneurship is
crucial for long time success.

The word capital has a negative connotation for many.
Those who have a lot of capital are often labelled as capital-
ists. But capital itself is free of value. Fortune is not a bad
thing. It can only spoil your character if you're greedy for
more and more wealth. Capital also has the meaning of the
words “benefit and profit”. Capital can benefit many peo-
ple, not only those who own it, but also those for whom it is
used. Capital investments serve not only the owner, not
only the capital investors, but always also the one forwhom
itisinvested.

In recent years, under pressure from many who wanted to
use their capital for good causes, banks have continued to
develop ethical investments. There are ethical equity funds.
There are ethical research firms that check the shares of
companiesto see whetherthey comply with ethical criteria.

In my contribution I would like to discuss the sense of ethical
investments, but also the ethical prerequisites for investing
money. And finally, | want to take a look at the Bible to see
whatithasto sayto usaboutinvesting money.

1. Ethical requirements forinvesting money

For 36 years | was Cellerar (= economic director) of the Ab-
bey Minsterschwarzach with 90 monks and 300 employ-
ees. The monastery must finance itself. That’s how | invest-
ed the monastery’s money as Cellerar. Four aspects were
importantforme:

First, money serves the people. | don’t invest money to get
rich, but to serve people. In our monastery the money was
used to maintain a school and not always to focus on saving

money in education. In addition, it was used to support our
missionary work in Africa, Latin America and Asia.

Secondly, it takes creativity to invest money. Creativity
means for me to use the most different possibilities and
constructions to invest money, which there are today. For
me, creativity is the solution for complaining thatthe money
is not enough. If the money’s not enough, I'll have to exert
my head. The Catholic theologian Karl Rahner once said:
“Laziness ofthoughtis not a gift of the Holy Spirit. Many pre-
fer to remain in the role of victims, that they have too little
money instead of thinking creatively about how to deal with
money.”

Thirdly, | must be aware of two attitudes when investing
money: greed and fear. For those who are greedy, invest-
ing money becomes an addiction, and they won’tsucceed.
They will constantly exceed their limits and then ultimately
fail because they try to fill their inner void with their greed.
Butthisinneremptinessis a bottomless pit. The greedy one
will never be satisfied. On the other side, fear does not help
when investing money either. Anyone who is only afraid of
losing should refrain from investing money. If you can’t
lose, you can’twin.

Fourth, when I invest money, | need inner freedom. | cannot
constantly concentrate on how the price is changing. Some
people can’tsleep atnight because they’re constantly think-
ingabouttheirportfolio. It’'simperative to have innerfreedom
sothatone doesn’tdefine himself based on how much mon-
ey he makes. I invest but | don’t circle around my investment
all the time. That is why | need a spiritual basis for my invest-
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ments. And this spiritual foundationis inner freedom. | define
myself based on God and not based on people, neither
based on money norbased on recognition by people.

2. The meaning of ethical investments
Some people don’tthink investing ethically would bring a re-
turn. However, there are enough studies that show that ethi-
cal investments are more successful in the long run than in-
vestmentsthatare only based on short-term profits. Afterall,
companies that focus on values are more successful in the
long runthanthose thatfocus solely on figures. Values make
the company valuable. In companies that disregard values,
there is a climate of contempt for people. Values protect hu-
man dignity. Where dignity is disregarded, people will not
enjoy working. And young people today do not choose the
companies where they earn the most money, but where they
perceive a good culture. And this culture also includes the
appreciation of human beings.

Ethical investments have a lasting effect on the culture of
companies because ethical research companies force the
companies to disclose their values. If companies fall out of
the ethical grid, less and less will buy their sharesinthe long
run. Thus, ethical capital investments are a challenge for
companies to consider ethical standards in their work and
atmosphere. That is how ethical investments can create a
movementin society.

Ethical investments serve the investor. Although they do
not promise him the highest returns, they do promise him
reasonable ones in the long run. And they soothe his con-
science. They feel like they can do something for society.
They don’t have to apologize for owning financial assets.
They are on good terms with their property. And the ethical
investments serve the companies whose shares or bonds
are bought. They support companies that make every ef-
forttoimplementethical values.

3. Biblical aspects of investing money

The parable of the talents is famous. A man who travels con-
fides his fortune to his servants. To one he gives five talents of
silver money, to anothertwo and to the third only one. One tal-
entis about 60,000 euros. The first two servants manage the
fortune and double it. The third, however, is afraid of making a
mistake and losing money. That's why he buries it. I'm sure
he’s doing itin good faith. But there are two attitudes that are
then castigated in the parable: fear and aiming to have every-
thing under control. There is a principle: If you want to control
everything, everything gets out of control. The Lord calls the
third servant a bad and lazy servant because he has done
nothing. And he accuses him: “If you had atleast put my mon-

ey in the bank, | would have gotten it back with interest upon
returning.” (Mt 25,27) Jesus therefore reckons thatthe money
can be invested in interest and that this is all right. The Jews
were forbidden to pay interest. However, this ban on interest
only applies within Judaism. You can certainly demand inter-
est from others. Of course, in this parable Jesus is not much
aiming at investing money. Rather, he is concerned that we
live out of trust and not fear, and that we dare to live instead of
missing life because of nothing but security.

The evangelist who is most concerned with the handling of
money and capital is Luke. He was Greek and writes his gos-
pel to the Greek middle class, to the big landowners, to the
traders and craftsmen. He does not demand that these peo-
ple give up their profession and live in poverty. But Jesus, in
the Gospel of Luke, always invites people to share their
wealth. Those who have money should therefore show soli-
darity with those who have none. And men shall beware of
greed. He shows this with the example of a rich man who has
a rich harvest. He’s thinking about tearing down his barns
and rebuilding them. “Then | can say to myself: Now | have a
large supply that will last for many years. Rest, eat and drink,
and rejoice in life!” (Luke 12:19) But God says to him, “You
fool! That night your life will be reclaimed from you.” (Luke
12:20) Who possesses money should become aware of his
own mortality. We should live inthe momentand live asit cor-
respondsto ourbeing as humans, whose lifeis limited.

Another passage says something about the managing of
money. Jesus says: “If you have notbeen reliable in dealing
with unjust wealth, who will entrust you with the true good?
And if you have not been reliable in your dealings with the
goods of others, who will give you your (true) property?” (Lk
16:11f) Jesus says in these words that our spirituality is ex-
pressed in our reliable handling of money. But he also says
that wealth is ultimately a foreign asset entrusted to us. And
it's always unjust wealth for him, too. We don’t deserve
money because we're good people. It often fell to us be-
cause our parents were rich. Nevertheless, we should deal
with it reliably. Then God will give us our true good and our
true property. The true good is the inner wealth of our soul.
Andthe true propertyis thatwe find our true self, the unique
image that God has made of us. The words of Jesus show
thatitis a spiritual task to handle capital well.

Closing

In the 36 years that | have invested money, it has always
been a spiritual challenge for me on the one hand to deal
creatively with money and to multiply it, and on the other
hand to remain free from greed and fear and free from the
money | deal with.
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Buttoo often, data is hawked like snake oil. Software compa-
nies peddle data as the panacea to all problems, promising
the only way to survive in the digital age is to buy tools for col-
lecting data, then buy more tools for using it. The reality is that
most of these tools don’t deliver value in large, complex en-
terprises. Across sectors, organizations are struggling to re-
alize the potential of their data warehouses, predictive analyt-
ics, machine learning, and othertools.

Datais the
new snake oll

Shyam Sankar | President, Palantir Technologies

As President of Palantir, a technology company that builds
software for institutions with complex data environments, I'm
no stranger to the snake-oil promise of big data. I've watched
some of the world’s most preeminent institutions distracted
by the battles of digital transformation, only to lose the war
against upstart competitors. I've seen transformation proj-
ectsthattookyearstoyield results, ifthey did at all.

Done poorly, digital transformation is an exercise in buying
tools and services. Done well, it’s a means of leveraging your
unique strengths to evolve your business. | hope to help you

Data is often peddled as the new oil, an enormous
untapped asset with the power to transform the world.
Like oil, data has spawned a lucrative industry of Sili-
con Valley giants like Google and Netflix, whose suc-
cess is seemingly predicated on collecting, generat-
iIng and weaponizing data.

invest your time and money more wisely by sharing two of
Palantir’'s guiding principles for effective transformation:
solve the right problem, and follow the right path.

Solve theright problem
22 What does it mean to solve the wrong problem? Let’s look
deeper into Google and Netflix. Lots of vendors are pitch-
ing Al as the way to replicate their success in your organi-
zation. But Google and Netflix make money on predictions.
p Their core businesses are driven by a single model: pre-
D 5. '3 { dicting what you wantto click on next. They make one deci-

sion, over and over, and they dominate because they re-

b cord each outcome with great precision. The first result on
; a Google search, or the first show that pops up on your
s g Netflix homepage, is their best guess for what you want to
see. If you click on the third result instead, they learn from
5 t;” Ahat, and the nexttime you might click onthe second result,
P “and soon.
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It's easy to take Google and Netflix’s example as signal to
invest in prediction. But for most companies, prediction
doesn’t solve the fundamental business problems at play,
and what works for Google and Netflix won’t necessarily
work foran automotive company or a freight operator (oran
industrial manufacturer, ora navalforce, and so on).

Freight rail operators can predict which wheel is likely to
break, and subscription businesses can predict which cus-
tomers are likely to churn. But what about maintaining a fleet
so it stays on the rails, or creating a product that customers
want to keep paying for? Prediction might help optimize one
slice of the piece — say, keeping one wheel in motion, or
keeping one customer on the books. But investing in deci-
sions will help optimize the whole business model.

Consider the subscription business. The business can build
a machine learning algorithm that tells us which customers
are likely to churn, but atthat point, it’'s too late to make areal
difference. If the company can predict it, it's because the
customer is already dissatisfied, which they’ve indicated by
consuming less content or turning off auto-renew. The busi-
ness could save them, at least temporarily, with a costly
last-minute intervention. But what if they used data to im-
prove their offerings so they don’t want to leave in the first
place? (Netflix doesn’t use algorithms to decide what origi-
nal contenttoinvestin...)

Orconsider predictive maintenance, the holy grail formanufac-
turers and operators of complexmachinery. Afreight operator
can predictwhichwheel on which traininits railroad networkis
likelyto break, butinterventionis expensive and impactis min-
imal. What if the operator focused on using their data to im-
prove howwheelsare ordered, installed and operatedinstead?

Ultimately, unsatisfied customers and creaking wheels ar-
en’t the fundamental problems businesses need to solve.
They’re merely symptoms of the real problems, the ones
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that keep executives awake at night. Snake oil salesmen
prey onthese fears, promising simple fixes for complicated
problems. And it’s true that algorithms and Al have real val-
ue in many organizations. They can be powerful tools that
augmentour mostvaluable assets: people and knowledge.

But business is not about making predictions. It's about
making decisions, and business leaders aren’t making
just one decision at a time. They’re making dozens or
hundreds of interconnected decisions every day to
move the needle on problems fundamental to the suc-
cess or failure of their business. Ensuring business lead-
ers focus their energies on the right questions is vital to
any digital transformation.

Follow the right path

Once we’re focused on the right problem, the question be-
comes how to solve it. Organizations often attemptto mim-
ic Silicon Valley upstarts in their digital transformations, but
what works for a young tech company may not work for a
decades-old organization.

Fortunately, what makes transformation hard is also
what makes it valuable. An organization with decades of
accumulated human knowledge and market leadership
starts from a position of relative strength. The key to
maintaining that position is bringing in technology in a
way that pushes the organization forward while honoring
its evolutionary journey.

It's tempting to lead with technology, to dive into the data
and come up with an “insight” (e.g., customers who turn off
auto-renew frequently cancel their subscriptions altogeth-
er). Butifwe start out by digging for insights to build models
on, we gloss over the critical part: how we actually deploy
the insight, learn from it, and refine it. We also risk a lot of
correlation/causation errors when we search for the mira-
cle insight instead of doing the hard, slow work of under-
standing the system. Building a model that predicts a single
point of failure in a complex system doesn’t account for all
of the upstream decisions that led to that outcome. Per-
haps more insidiously, it treats all the inherent problems in
that system as a given.

Effective transformation starts with humans. Organizations
run on naturally occurring decision loops. When we start a
new customer relationship, the first thing we do is seek out
the humans at the center of these decision loops. These
are the assembly line workers, maintenance managers,
salesreps, biologists, and so on who actually do the work of
carrying out an organization’s mission. We ask them: What

decisions do you make? With what information? Under
which constraints? As we begin to understand the system,
we can beginto optimize it.

Butthe focus onthe operator doesn’t stop where technolo-
gy starts. Too often, “data” (and big data, Al, ML, etc.) is
carved off as a separate, highly specialized part of an orga-
nization. This is a failure to honor the organization’s reality,
and in fact distorts it further by adding another layer of bu-
reaucracy. We’ve accepted that real-world businesses are
built on decision loops, not single decision points, with hu-
mans necessarily at the center. The best transformation
bringstechnologyintoaugmentthem.

At Palantir, we’ve long believed that the most powerful
technology marries the complementary skills of humans
and computational systems. We commonly hear that work-
ers in today’s global economy will have to be retrained to
interact with tomorrow’s technology. This framing assumes
that technology is inevitable, and that the onus on workers
is to adjust, but experience doesn’t bear this out. Look at
Toyota’s Production System, built on the concept of “auto-
mation with a human touch” and consistently the source of
the automotive industry’s best profit margins, including
over upstarts like Tesla, whose Elon Musk has brought hu-
mans back into a once-automated assembly line. To quote
Musk: “Yes, excessive automation at Tesla was a mistake.
To be precise, my mistake. Humans are underrated.” We
can view his mea culpa as evidence of the primacy of hu-
man decision-making — an illustration of his power to
changeinresponsetolearning.

Knowledge and understanding are what differentiates an
organization from its competitors. Data is only an approxi-
mation for knowledge. It’s necessary, but not sufficient; we
have to curate data into knowledge and synthesize knowl-
edge into understanding, and for that we need human
judgment. Technology that complements the existing skills
and knowledge of many different kinds of workers without
dramatic re-training or adaption generates the fastest and
most sustainable results. Half of Palantir Foundry users in
heavy industry are blue collar workers on the factory floor.
They use Foundryto make decisions informed by data, and
Foundry records their decisions. Their back-office col-
leagues analyze, interpret, and, where appropriate, model
the results to make continuous adjustments that improve
the whole system.

Conclusion
Snake oil salesmanship has conditioned us to believe that
modern businesses need big data tools to compete. But |

hope I've convinced you that treating technology as a goal
initselfwon’t position you for long-term success. Aland ML
aren’t silver bullets — the true source of alpha in today’s
marketis your rate of learning, not yourtechnology. Youwin
when you can evaluate your decisions and make changes
based on their outcomes faster than your competitors can.
Data and technology will give you an edge in this battle, but
only if they support the people making decisions, rather

thanimpeding them.

Seek out the right problem, and solve it with the right ap-
proach, starting with your humans and the decisions
they make. Invest your technology dollars in a system
that improves over time as people work together to cre-
ate knowledge, make decisions, and learn from them.
These decision loops, the flow of human knowledge, are
the engine that powers your business. Don’t look to
technology to replace this engine — look to technology
to supercharge it.

Shyam Sankar
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“We‘re getting
ready for the
digital age”

Anja Karlizcek | German Federal Minister of Education and Research

In this article, Anja Karliczek writes about the chanc-
es of digitization in the school system in Germany. In
particular, she elaborates on the discussion if the leap
Into the digital age can be made with education and
research and what is necessary on top of this.

Recently | visited Mdckern, a small town in Saxony-Anhalt.
There, many pupils no longer have to carry books into
class. Instead, they use tablets and learn online. Smart-
boards hang in the rooms. It's been a long time since any-
one'‘s seen a blackboard or a sponge. ,Chalk-free” is what
thisis called inteacherjargon.

Speaking of teachers. They are decisive for the chil-
dren‘s learning success. With or without chalk. The digi-
tal classrooms will help them, even with very practical
questions: If the students have to vote on the destination
for the next school trip, then no more hands have to be
raised and counted - in MAckern the vote is counted with
anapp.

Atthe schoollvisited, digital learning is self-evident. Intests
and exercises, for example, the pupils discuss in a forum:
What is the right solution? What would be the wrong an-
swer? In this way, teachers can immediately see who has
already understood the new material in class.

Mockernis still only a model project. But we are working to
ensure that all schools in Germany will soon be equipped
for the digital future. Our education system is about to take
decisive steps towards further development - not only with
regard to nationwide digital equipment but above all with
regardto digital competencies. Onlythose who are digitally
mature can take advantage of the opportunities offered by
the newworld.

We need digital education not only in schools but also in
universities and even more so in vocational training. And
eveninold age, learning remains crucial. Qualification and
further training are the keys to being able to survive in the
digitalised world; this applies just as much to the geriatric
nurse in Cologne as to the chimney sweep in Dresden. And
certainly also to the ski lift operator in a Swiss holiday re-
sort. And yet we still don‘t really know what skills will be im-
portant in ten- or twenty years‘ time, how exactly our work
willchange. Whatwe needisarealtraining culture.

We have a promise - ,prosperity for all“, and it comes from
Ludwig Erhard. His policy of social market economy has
taken us far. Germany is currently in a good position. The
employmentrate is high, the unemployment rate is low and
the social security systems are strong. In the autumn of last
year, the famous World Economic Forum, whichis based in
Switzerland, even named us world champion in its highly
regarded report on global competitiveness: Nowhere else
in the world the ability to innovate is greater, the experts
judge, no other country controls the process from brain-
storming to product marketing so well. This is particularly
evidentinthe number of patents filed and scientific publica-
tions, but also in customer satisfaction with the products.
Of course, we were happy aboutthat.

But these are not laurels we rest on. Global competition is
becomingfasterand more intense. We live in a country with
few resources and we amount to only one percent of the
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world‘s population. How can we maintain our prosperity in
the face of globalisation and digitisation? This is a question
that many people in Switzerland are certainly also asking
themselves. The answer is clear: education and research
will help us make the leap into the digital age. In addition,
we must network closely with others - above all with our Eu-
ropean community.

Therefore, we have significantly increased our investments
in education and research. When Angela Merkel became
Federal Chancellorin 2005, the budget of the Federal Min-
istry of Education and Research was almost ten billion eu-
ros. This year, in 2019, we are investing 18.3 billion euros.
The figures speak for themselves - and clearly show where
our prioritieslie.

An important example is our strategy for artificial intelli-
gence (Al). This new technology is changing the way we
live and work. Algorithms not only tell us which music to
listen to and which sneakers to buy, but artificial intelli-
gence also relieves us of heavy work, makes our traffic
safer, and helps us generate electricity from wind and
sun. It also offers completely new perspectives in medi-
cine: Supplied with the right data, Artificial Intelligence
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has long been able to identify patterns in disease pro-
gressions and infer which therapies promise success.

The potential of machine learning is huge, not only for our
economy but for each and every one of us. Because artifi-
cial intelligence is increasingly becoming the driver of digi-
tization, the German government has decided to make
three billion euros available for its funding by 2025. Our
goal is to make Germany and Europe the leading locations
forthistechnology.

Fortunately, we are in a good starting position: For many
years now, we have been supporting research into artifi-
cial intelligence in Germany. Our research landscape is
strong and internationally competitive. But when it comes
to quickly turn good research ideas into marketable prod-
ucts, we still have room to improve. We must connect re-
search and practice even more effectively. Thismeansthat
researchers shall know exactly how they can support me-
dium-sized companies, for example, in digitalizing pro-
cesses and using artificial intelligence.

| am confident that we will be successful. Because we are
not alone: we have strong partners. For example, we have

‘regetting ready f

agreed with Japan to work even more closely together on
research into autonomous driving. Especially in artificial in-
telligence, we try to link national and international endeav-
ors - and above all European. That is why one of my first
ministerial acts last year was to visit my French counterpart.
Together, our countries will now establish a Franco-Ger-
man research network forAl.

Furthermore, these new technologies must represent our
shared values. We need Al solutions that reflect our Euro-
pean values of the dignity of every human being and guar-
antee the protection of privacy. We need “Al Made in Eu-
rope”. Forme, the maximis quite clear: artificial intelligence
must serve man. This is different from the Chinese model,
inwhich Alis developed for the sole benefit of the state and
the party. And this is also different from the American mod-
el,where Alisinthe hands of the big West Coast companies
and primarily serves their commercial interests. We want
another way, our own way. In the center of it all: the enlight-
ened citizen, who decides freely which of his data is stored
where and why. We are guided by our Basic Law, which cel-
ebrates its 70th anniversary this year and of which we are
extremely proud. Itsaysinthefirstsentence: ,Human digni-
tyisinviolable.*

And yet we know: In order to be able to use artificial intelli-
gence, we have to collect enormous amounts of data, for
example inthe fightagainst cancer. Datais the raw material
for Al. Therefore, the sovereignty and security of citizens'
data must be strictly observed. Citizens must be sure that
their data will be handled responsibly, otherwise, they will
not provide it.

This is why we are initiating a broad social dialogue, for ex-
ample with the Science Year 2019, in which educational in-
stitutions, universities, and companies will participate. In
discussion rounds, workshops, film screenings, and many
other events throughout Germany, the focus is on ques-
tions such as: How do we shape the cooperation between
man and machine? And how do | educate myselfto be pre-
pared fortomorrow's digital labour market?

It is important to me that we take everyone with us in this
process, especiallythose who are insecure aboutthe many
changes and who therefore long for simple solutions. Only
together can we create a good future for all of us. Everyone
is needed. Change is an opportunity. We're getting ready
for the digital age. Everywhere in Germany - in companies,
schools, and universities.
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manageress, business graduate and CDU poli-
tician. Since March 14, 2018 she is Federal Mi-
nister for Education and Research in the cabi-
net Merkel.













You are aformer doctor. What motivated them more efficient. Butthat has been the case through-

you to give up the field of medicine and enter out my entire career: In the beginning, we did our own

the financial market? deal comparisons, and we manually compiled the infor-
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“Nobody shrinks his
way to greatness!”

Dr. Alexander Dibelius | Managing Partner CVC Capital Partners

Dr. Alexander Dibelius started his career as a heart
surgeon, then switched to consulting before he worked
for Goldman Sachs for 23 years, most recently as Co-
Chairman of Global Investment Banking and head of
Germany and Central Europe. After his retirement from
Goldman Sachs, Dibelius joined the private equity
investor CVC Capital Partners as Managing Partner in
2015. In this interview he talks about his unusual career
path, criticism of the financial markets and why cutting
costs should not be the only way to increase value.

Originally, | didn’t feel the urge to work in the financial
markets. Butsince | was already relatively well qualified in
my field of medicine atayoung age, | knewthat my career
would stagnate for the next 10 to 15 years until | would
qualify for aleadership position in a surgical clinic. | was a
little bored-out by that prospect so | decided to stop for at
leastayearand do something else. These days we would
call it a gap year. In search for the right temporary chal-
lenge, | went to see my trusted mentor at the Studien-
stiftung (German Academic Scholarship Foundation),
who felt Consulting could provide me with a new experi-
ence. | didn’t know exactly what that was, so, as this was
well before Google, | returned to the university library in
Freiburg and searched for business magazines. The only
thing there for consulting was an issue of “Manager Mag-
azin” with McKinsey on the cover. So | submitted an appli-
cation written on ahome computer during my night shifts,
probably with a lot of typos. Eventually it worked out, | was
interviewed and started at McKinsey three days after my
lastappendectomy as a surgeon. My first project was the
restructuring of Sandoz (now Novartis), of course | had no
idea of anything, but | enjoyed it so much that | decided to
stay when afterthe year my boss in the hospital asked me
to return. After a few years, | was elected partner, but
shortly thereafter, | moved to Goldman Sachs. Having
spent 23 years there, | originally wanted to retire, but CVC
tookthe initiative and so I'm sitting here today.

Do yousometimes long for
your time as adoctor?

| still like to think back to my job and am in close contact
with my old class mates from medical school. I try to keep
myself scientifically up to date to the extent possible and
obviously there are from time to time links between medi-
cine and my current job as an investor. Although | have al-
ways enjoyed performing surgery, | never regretted hav-
ing leftmedicine.

mation on which multiples certain transactions had been
closed. Today that information is a downloadable com-
modity provided by third parties. Technology has always
helped us become more efficient, but at the end of the
day large successful transactions involve very complex
processes influenced by multiple often uncorrelated
factors, including the human component, that no algo-
rithm will be able to resolve efficiently in the foreseeable
future. That’swhy | believe thatwhile the working environ-
ment for bankers will change permanently, there will al-
ways be human interfaces that cannot be replaced easi-
ly. “Making sure that the deal gets done” will in the end be
ensured by ahuman being. So you could even argue that
banks and the human factor become more important
and interesting as the “dull” tasks are increasingly being
covered by technology. This makes investment banking
an even more interesting career choice.

Over the pasttwo years, private equity has
become increasingly well known to the public.
However, many people seeit asjustan “excess
of capitalism”. What contribution does this
industry make to the financial sector? Which for
society?

Private Equity investors are often accused of their prac-
tice consisting of “slamming, knocking over, and cut-
ting off”. Butthatis far from reality as | see it. You can try
to structure the contribution of private equity around
three topics:

1. We create liquidity for large corporations in the Mar-
ket for Corporate Control. A classic example: If Linde
wants to merge with Praxair, they have to sell certain as-
sets for anti-trust reasons. A private equity investor, in
this case CVC, supports the family company Messer to
acquire these assets. This makes the Linde Praxair
transaction possible in the first place. But even in more
straight forward situations, i.e. the sale of a division or
business in the context of strategic portfolio manage-

Dr. Alexander Dibelius

37

Ininvestment banking and asset management, ment within a large corporate, private equity can often

there are manyrepetitive tasks in which algorithms provide a new home for an otherwise orphaned asset.
performbetterthanpeople (e.g. Scalable). Many
voices therefore claimthatinvestmentbanks have

no future inthe long term. What do you think?

2. Private Equity is focused on increasing the value of
the assets it acquires as this is the commitment they
have towards their own fund investors. We employ vari-

When it comes to pure data processing, you can always
replace routine tasks with new technologies or make

ous tools to do this in the context of a comprehensive
value creation program that is implemented together

“Nobody shrinks his way to greatness!”
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with the management of the company. We always try to
make good companies better which will translate into
anincrease oftheirvalue.

3. By giving the right incentives to the senior managers of
the companies we invest in, we create real entrepre-
neurs. Accountability and responsibility are felt more di-
rectly. We achieve thatcompany managementandinves-
tors have aligned interests and management become
co-owners of their company, spreading ownership to
those who know the asset best. It also helps to optimize
the return on these assets or in other words assets and
managementtalentare more efficiently allocated.

Miintefering (SPD) saidin 2005: “Some
financial investors don’tthink about the people
whose jobs they are destroying - they remain
anonymous, have no faces, attack companies
like swarms of locusts, graze them and move
on.” Whatis yourresponse to such harsh
criticism? Does this affect your customer
relationships?

Such criticism stems from the old days, when people did
not really know what private equity is and what PE inves-
tors do. That has certainly changed. By the way, the only
case | remember from those days in which an empty
skeleton of a company was left behind is the sale of the
Bundesdruckerei, wherebyinthe end itwas above allthe
government as a seller that made a lot of money by di-
vesting from it for a steep valuation into a heavily levered

in our approach. For more than 20 years the firm has
gone through various phases, thereby securing its exis-
tence in an ever more competitive marketplace and se-
curing peoples’ jobs. | don’t think anyone would say
that | am anonymous. Of course, the investment has
paid off for their private equity funds and the public Win-
cor Nixdorf investors, and | am sure that it continues to
exist and will prosper. In the end, we take our responsi-
bility as aninvestorvery seriously. Hence, | would doubt
that Mr. Miintefering would today repeat his expressed
views from 14 years ago.

If Private Equity conducts business sorespon-
sibly, where do such opinions come from?

| think Mr. Mintefering was influenced by the PE invest-
mentinthe company Grohe thatis headquarteredin his
constituency. At the time, severe job cuts needed to
happen in order to secure the company’s future in a
more competitive market place and as a result of glo-
balization. But politicians have a hard time explaining a
concept like globalization and its bearing on local busi-
nesses to their electorate and it is even harder for them
to state that they cannot do anything against it. It is
much easier in their fight for votes to quickly find an un-
known private equity investor to be a suitable scape-
goatand a simple explanation and at the same time be-
ing vocal against the asset class private equity. In any
event much easier than to fight globalization, of which
Germany has been one of the greatest profit takers.

According to Urs Wietlisbach (Partners Group),
inorderto sell aportfoliocompanytodaywitha
corresponding profit, you have toreduce costs
and make the companies more efficient. Howdo
youdo this and what are the most common
factorsyoutakeinto account?

We don’talways have to cut costs, there are many differ-
ent levers that can be used. Reducing costs is always
the easiest thing to do because you control it yourself.
The important thing, however, is that you not merely re-
duce costs, butthatyou reinvestthe savingsinto growth.
Nobody shrinks his way to greatness; in the long run you
must always grow. Revenue, costs and capital: all three
aspects have to be worked oninaninvestment.

CVC has owned Breitling for several years.
What changesin afamily-owned company like
this traditional watch manufacturer when a
private equity house buys the company? Do you
encounter resistance often?

We don’t make the strategy; our job is to find the right
management team to enhance the value of a company.
Inthe case of Breitling, we have putan almostcompletely
new tested and proven management team on a very
strong company with its outstanding product heritage to
take the whole companyto a new level. We never actually
see resistance from management, because in private
equity investments, the interests of owners and manage-
ment are aligned. Resistance in the workforce, on the

thing is that a variability of different life models is possible
side by side. Different people have differentneeds and a
modern work environment in particular in the financial
services industry should be able to accommodate ev-
eryone. During my time in banking | told my people that
nobody has to work 24/7, but most of them tried to do so
anyway. Often it seems a bit like a group dynamic, peo-
ple feel that they have to work because their colleague
does. And one thing is certain: in a high-performance
culture, they will always find a way to keep themselves
busy. But at a certain point one has to say, it's enough,
I’m going home now. But this should be an individual de-
cision, | do not think that a grown-up professional needs
somebodyto prescribe work or lifestyle. Atthe sametime
working hard, feeling good about it and enjoying the re-
sults should be legitimate as well.
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structure. As a result, the creditors took control and it Funds currently have alot of dry powder, i.e. other hand, might sometimes exist but is, in my opinion,

eventually ended again inthe government’s hands. liquid funds thathave notyetbeeninvested. almost always a communication problem. If the goalisto

Why is this and how do you deal with it? build a sustainably more resilient company that offers

“Nobody shrinks his way to greatness!“

As | already said, we want to leave better companies
and take a long-term perspective. | personally find it a
rewarding perspective to stay close to a company even
beyond ourownership. An example | can give is Nixdorf.
My first exposure to the company was back when | was
at McKinsey. Atthe end of the 90s, the core of the com-
panywas boughtfrom Siemensin a private equity trans-
action, creating Wincor Nixdorf. Some eight years on,
Goldman sold all shares to the market afteran IPO, but |
stillremained onthe Supervisory Board of the company
and eventually served as Chairman, showcasing my
personal commitment. Most recently, the company
was acquired by Diebold and is nowadays a US-listed
corporation called Diebold Nixdorf. And | now serve on
the Board of that company. | think this demonstrates, as
an example, that we are professional private equity or-
ganizations and are anything but short-term centered

There are 3 reasons why so much money is currently
flowing into private equity:

1. The searchforyield, driven by ultra-low interest rates.

2. Traditionally, the asset class private equity has over a
long term always delivered outsized returns compared
to public equity.

3. The negative connotation of selling a company to an
investor has changed. Selling to private equity nowa-
daysisacknowledged as aresponsible thingto doaswe
discussed before. This and the overall positive outcome
forlarger PE owned businessesis driving the supply side
for assets, i.e. investors find a much more liquid market
andincreased chancedto deploytheir funds.

even more secure jobs, then this must also be communi-
cated clearly, and the work force will understand it. Over
the years we have had very good experiences with work-
ers and their representatives and in many cases, they
are based on an open communication supportive in
building better and growing companies as it has a posi-
tiveimpacton long-term job security.

Ivan Glasenberg (CEO Glencore) saidin aninter-
viewthatthereis nowork-life balance at Glencore.
Andrea Orcel mentioned the samein aFinancial
Timesinterview. However, anumber ofinterna-
tionallyrenowned banks are currently announcing
acultural change onthisissue. What do you think?

Of course, the focus of people’s personal work-life bal-
ance is changing. In my opinion, the most important

Dr. Alexander Dibelius

Dr. Alexander Dibelius is Managing Partner at the
Private Equity firm CVC Capital Partners. Amedical
doctor and surgeon by training, he has been a ma-
nagement consultant, investment banker and fi-
nancier for over 30 years, rising to the rank of part-
ner at both McKinsey and Goldman Sachs, where
he spent the majority of his career and retired as
Chairman of Goldman’s global investment banking
division. He has been noted as one ofthe most pro-
lific and successful bankers in Europe since the
1990s. He was behind signature transactions such
as the Daimler Chrysler merger, the takeover of
Mannesmann by Vodafone and the acquisition of
Continental by Schaeffier. Dibelius is married and
hasfourchildren.
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Capital for
Purpose at the
49th St. Gallen
Symposium

Lena Kesseli | Media Relations St. Gallen Symposium

Today’s society experiences a shift away from short-
termism to a much more environment-centric way of
engaging in business activities. However, there are
a number of challenges that need to be addressed
when conducting this transition.
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Capital has served as the foundation of many of human-
kind’s most extraordinary achievements. Thanks to capital,
today’s society enjoys technological and medical progress,
as well as declining poverty and hunger. Yet, the world still
faces complex challenges. Business leaders are bombard-
ed with expectations from stakeholders on issues like con-
scious capitalism, sustainability, corporate social responsi-
bility, etc. How will individuals, civil society, businesses and
governments handle capital in the future? The time has
come to counter short-termism and start doing “business as
unusual”.

The Perils of Short-Termism

As humans, we are tremendously successful, efficient and
industrious in transforming capital into usable goods and
stores of value. Fueled by technology and finance, the re-
centhuman history is marked by unprecedented progress,
growth, and accumulation of wealth. At the same time, we
are confronted with disconcerting inequality and externali-
ties that negatively affect the environment and future pros-
pects. Capitalism has trouble thinking beyond the here and
now. Research shows, that short-termism is destructive in
the long haul since shareholder decisions often rely on the
quarterly financial expectations of analysists. Shifting the
corporate, societal, and political landscape to refocus on
broader and more long-term goals beyond simplistic fig-
ures of economic growth requires bold decisions and gen-
uine commitment. With — still — widely available executive
compensation packages rewarding short-termism, it takes
guts and willpower to keep the non-immediate future in fo-
cus. However, what looks like success today, can inhibit a
company’s competitiveness tomorrow. Putting profit at the

Pt

center of your business strategy comes at a high societal
cost: If you focus only on selling more sweets, the cost may
be obesity. If you focus only on selling more alcoholic bev-
erages, the cost may be addiction. Ifyou focus only on sell-
ing more guns, the cost may be increased gunviolence.

Reimagining Capitalism

Private businesses are powerful instruments for advancing
human well-being. Likewise, individuals who dedicate their
economic and social activitiesto purpose and serve society at
large, have the potential to be the superheroes of our time.
Unfortunately, there is still a common misconception that
companies must be either purpose- or profit-driven. This,
however, is not the case. Talent retention and productivity in-
crease when employees identify impact, meaning, and pur-
pose in theirwork. Intimes of crisis of trust, investing in shared
purpose bolsters reputation and public confidence. Given
this, purpose-driven companies will have better business out-
comes and attract more loyal customers and the best minds.
Customers and employees feel like they are part of the solu-
tion. This is important especially since nowadays an increas-
ing numberofyoung entrepreneurs and employees —— mostly
in the western world —— give equal weight to their economic,
social, and environmental missions. Furthermore, our next
generation, the millennials, are said to be digital natives, truly
global and interconnected and have a sense of collective re-
sponsibility. They will soon be the dominant generation in our
active working population and bring forward new trends, re-
think social contracts, and demand new commitments from
government, business and each other. Asthey are pushing for
transparency and trustworthiness, businesses have to adapt
their use of capitalto those newfactors.
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Way Forward

Being aleader comes with responsibility. However, responsi-
bility in its current form needs rethinking to a degree where
corporations serve their societal function and in which finan-
cial targets are one factor amongst many others, rather than
being the end goal. Businesses must turn their supply chain
into a more transparent expression of their ethically and envi-
ronmentally responsible mission. This — in turn — will inspire
customers to take action and pushes other businesses to
build a reputation for authenticity.

Leaders need to walk the talkin all they do to remain credible.
They have to stand up and take responsibility for outcomes
which are unwanted by governmentand society such as obe-
sity, addiction, or gun violence. Having said that, the respon-
sibility of leaders and businesses has limits, as individuals
cannot be controlled in what they do with the product. The
framework should be such that deceptive and ill-intentioned
behavior is sanctioned and — even better- harder to pull off.
Together with policy-makers, leaders and businesses must
design progressive policies to adapt to the world’s
fast-changing scenarios. Taxation and investment regimes
need to be aligned to foster efficient use of public and private
capital to achieve lasting change to the benefit of the planet.
Following a purpose that serves humanity and the planet
should be guiding our actions — itis the only way we now can
ensure a prosperous future.

How do we shift from shareholder primacy to purpose prima-
cy? And who takes the lead? How do we decide on which
forms of capital to focus? These important questions deserve
more than a debate. An action plan forimpact within our com-
munity is required. The St. Gallen Symposium gives the op-
portunity to discuss how to best set actionable goals for busi-
nesses, politics and civil society, and fosters the crucial
dialogue between generations. In May 2019, promising
young thinkers, together with today’s senior leaders, will re-
visitand expand the use of capital.

About the St. Gallen Symposium

The St. Gallen Symposium is the world‘s leading initiative for
intergenerational debates on economic, political, and social
developments. It brings together key decision makers,
thought leaders, and brilliant young minds to address cur-
rent challenges and opportunities on transformingideas into
action. Since 1969, the St. Gallen Symposium has fostered
healthy debates and created an outstanding community for
exchange. Itis a student-run initiative combining excellence
withinnovation: A unique and extraordinary experience.

Along with today’s policy-makers, the next generation of lea-
ders recalibrates how capital is used. The St. Gallen Sympo-
sium focuses not only on fostering debates and collecting
ideas, it attaches great importance to turning these ideas
into action. To empower the voices of the next generation,
the St. Gallen Symposium collects the opinions and visions
of today’s most promising young talents. Since 1989, close
to a thousand students have taken part in the world’s most
prestigious global essay competition every year to vie for the
St Gallen Wings of Excellence Award. 100 young visionaries
from all over the world will be selected by an independent
juryto participate inthe St. Gallen Symposium; the three best
authors presenttheirideas on the big stage in May 2019.

In the past, global luminaries such as Christine Lagarde, In-
ternational Monetary Fund (IMF), Jack Ma, Alibaba Group,
Tidjane Thiam, Credit Suisse Group AG, Professor Niall Fer-
guson, Harvard University and Anders Fogh Rasmussen,
NATO have contributed to the ,St. Gallen debates”.
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Capital for
Purpose — But What
Kind of Capital?

Youplus, an insurance company as a network

Martin Vogl | Chairman of the Board of Directors of
Swiss InsurEvolution Partners Holding AG

As a young insurance company, we are revolution-
izing the way we think about insurance. Starting in
Eastern Europe we provide an agile and innovative
approach to a traditional industry leveraging on a net-
work of independent partners to ensure high quality
along the entire value chain.

The purpose for which capital is used is an individual matter of each company. The
small as well as the big, the private as well as the public, the start-up as well as the
large corporation. Decisions as to how capital is most efficiently used are not only
part of annual budgeting decisions but also occur regularly, consciously or uncon-
sciously, in everyday business life.

What receives less attention is the question of which capital is being talked about.
When the term “capital investments” is used, the term is consistently used as a syn-
onym for “use of economic means”. Restricted to HR departments, we also talk
about human capital when it comes to the know-how and skills of employees. One
form of capital thatis completely ignored, however, is that of social capital, the net-
work of relationships within a company that allows financial and human capital to
take effectinthefirstplace.

This general linguistic preference to interpret “capital” in everyday life almost exclu-
sively as “financial capital” is not coincidental. On the one hand, itis an expression of
the simple understanding of our economic system in which financial capital plays a
keyrole. Onthe otherhand, italso testifies to a general prioritisation of financial cap-
italfor entrepreneurial success. Thisis stillregarded as the mostimportantresource
of a company, human capital and social capital in particular usually play a subordi-
nate role. From this point of view, financially strong corporations seem to have an
advantage, innovative entrepreneurs have no chance. Alook atformerly small start-
ups such as Uber, AirBnB or PayPal shows that this does not correspond to reality:
disruptive business models arise in young entrepreneurial structures.

Jeremy Rifkin, aninfluential American economist, sociologistand influential voice of
the sustainability movement, criticized a short-term view of capital as early as the
1970s. He predicted a decreasing importance of property in favour of social capital:
Accessto networks will become more important than access to financial capital, ef-
ficient processes will take the place of rigid structures. “It's about access, and cur-
rently for companies there is no bigger concern than getting access to the networks
andrelationshipsthat create business opportunities.”

For capital to serve a sustainable purpose, the capital itself must therefore be sus-
tainable. Companies have to act sustainably in order to have success in the future
and thereby being able to build up a functioning network, in using its social capital in
atargeted way. This also applies to the still rather conservative financial sector: the
form of cooperation will determine the innovative strength and thus the continued
existence of companies.

The insurance industry is traditionally dominated by large companies. With the ad-
vent of Fin- and Insurtech, smaller companies with innovative solutions have also
moved into the focus of the industry, but nevertheless: the customer does not want
holistic solutions without the larger insurance groups. Why? Isn’t it possible to build
adynamicinsurance company, open to innovative entrepreneurial solutions? Thisis
preciselythe question where Youplus’ business conceptistyingin with.

Youplus, the insurance as a network

Youplus is a Swiss concept, founded by entrepreneurs with many years of experi-
ence in the insurance industry. We have recognized that the market, dominated by
large butrigid players, offers neither sufficient benefits for the end customer nor suf-
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ficient opportunities for talented and innovative entrepreneurs. In this state of iner-
tia, promising potential remains untapped. Youplus wants to exploitthis potential.

We are convinced that innovation can only develop in a business environment.
Equipped with personal responsibility, fighting spirit and the courage to take risks,
the entrepreneuris the nucleus of progress. In order for these entrepreneurial forc-
estounfold, appropriate structures are necessary. Fixed areas of responsibility, rig-
id responsibilities and a top-down mentality hinder and are the opposite. In the
modern economy, the creation of entrepreneurial freedomisin demand.

Youplus pursues a “Best Partner Concept” and is structured as a network of inde-
pendent and equal partners. The members of our network continue to function as
independent entities, but share the same Swiss values: precision, reliability and the
questforinnovative solutions.

The Best Partner Conceptis also opento new partners with innovative solutions and
therefore highly dynamic. Our partner network currently includes Aspecta Assur-
ance International, Zurich-based asset manager DIVAS Derivative Solution, one of
Europe’s leading software developers: ASSECO SA, alocalteam forthe Czech and
Slovak markets, a consulting team of students from HSG (ESPRIT St. Gallen) and a
large German reinsurer.

The diversity of the partners is both the strength and the challenge of the Best Part-
ner Concept. Overcoming cultural and language barriers, creating mutual trustand
creating a healthy conflict culture is essential for success. Once this social capital
has been established, you gain advantages that are not possible in a rigid corporate
structure. As a network of independent partners, we are able to implement innova-
tive solutions decentrally along the entire value chain.

While other insurances move like heavy tankers, Youplus works like a swarm of
speedboats: Dynamic, agile and ready to adapt quickly to a changing environment,
guided by the common goal of finding dynamic solutions forthe insurance world.

Youplusis already making its first market appearance this year: in the Czech Repub-
licwe are launching the firstinsurance solution fully developed in a network.

Martin Vogl

Martin Vogl is Chairman of the Board of Direc-
tors of Swiss InsurEvolution Partners Holding
AG, Skandia Life AG, Aspecta Assurance Inter-
national AG and CEO of myLife Lebensversi-
cherung AG. He is responsible for the operati-
onal and strategic development of the life
insurance activities. This includes the settle-
ment business in Switzerland and the Principa-
lity of Liechtenstein as well as new business
activities in Germany and Eastern Europe. With
Youplus he starts this year in the Czech Repu-
blic and Slovakia.

Martin Vogl previously held various manage-
ment positions within the AXA Group.
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Urs Wietlisbach, you quit your job at Goldman Sachs to
co-found what turned out to be one of the industry’s most
successful Private Equity firms. Atwhat point did yourealize
your entrepreneurial endeavor had been successful?

Thiswas relatively early in Partners Group's history. We were still very

small back then, maybe ateam of 10-15 people, so we didn‘thave an

‘ ‘ = m impressive track record. But there was a businessman we knew who
I insisted he wanted to buy shares in our company - something we had

h e key p rl n c I p I e no intention of doing at the time. Because he didn‘t give up and kept

. insisting he wanted to invest, we finally made him a cheeky offer at

. [ A greatly inflated valuation - admittedly more to getrid of him. When he

b e h I n d O u r s u c c e S s ' was still willing to invest, despite the excessive valuation, | realized
that our firm was a success. To venture into self-employment and

then see it pay offwas avery nice feeling indeed.

| | , ,
I S p a I a n O I a As afounder and entrepreneur, what would you say were the

key factors behind the success of Partners Group?

” o The most important basic principle at Partners Group has always
Urs WIetIISbaCh | Co-founder Of Partners GI’OUD been entrepreneurial thinking. To encourage that entrepreneurial
mindset, we have always sought to incentivize our employees by
aligning remuneration with the company’s long-term performance

U 'S W] etl |S baC h recal |S th e fo un d | N g pe r| Od Of th e and enabling their participation in its success. Historically, this was

done predominantly through share ownership; today, greater em-

Pal’tnel’S GI’OUp aﬂd revea|8 the key faCtO I’S beh|nd phasis is placed on rewards derived from investment performance,
the success of his firm. He then speaks about the or‘carried nterest.
im pO rtan Ce Of SUStaJ n ab | e |nveSt| n g an d h OW th e The second key principle behind our success is paranoia. We con-

stantly question ourselves and | firmly believe that it is one of our

fUtU I’e Caﬂ be Shaped by ﬁnanC|a| InStItUtIOﬂS and greatest strengths that we don’t take anything for granted, despite
institutional investors. Lastly, he explains why in e e
his opinion, nobody deserves to be a billionaire. e e

Whatis the best advice you can give
to students who are starting their career?

There are several things | would advise students to be mindful of.

Firstly, it‘s a virtue to be able to listen. Everyone can talk, but not ev-
eryone can listen. Thisis notonlytrue in the workplace, butalso in ev-
eryday life. Listening is the only way to understand someone correct-
ly and respond to them, to recognize their wishes and problems and
quickly offer tailor-made solutions. For those students who are con-
sidering a career in sales, this is especially important. You have to
lead your client to the sale by showing him or her exactly why he or
she wants your product or solution. You have to presentthem with the
solutionto a problem thatthey did noteven know they had. If you then
manage to take the client by the hand in a conversation and make
them see forthemself why they need your product or service, you are

Urs Wietlisbach
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“The key principle behind our success is paranoia.”

very close to winning that deal. That applies to all nego-
tiations, by the way. For example, if you want your em-
ployees to do something, you can approach this in two
ways. You can eithertellthem whatto do oryou can take
them by the hand and show them the way. Ifthey end up
believing thatthey came up with the idea by themselves,
they will fully commit to its implementation.

My second point relates to attitude. Graduates from
HSG think they are already the greatest, but the reali-
tyisvery different. At university, you fill your mind with
textbook knowledge. This is enormously important
and forms the basis for later learning. However, the
really crucial knowledge is acquired in practice, es-
pecially during the first five years of working. That’s
when the wheat separates from the chaff. In my ob-
servation, many recent graduates think only about
career progression when they start working. That‘s
wrong in my opinion. | always advise students to
,think contribution, not career”. If the contribution
and the mindset are right, then the career develops
automatically.

Another decisive factor is curiosity. When | started at
Goldman Sachs, there was a training program for all
the analysts before we started working for the compa-
ny. Now, there are two possible ways to go about this
training. Either you go along for the ride and absorb
the basics, or you approach it like | did and pester ev-
eryone with questions about commodities, trade fi-
nance, options and derivatives. | wanted to be a gen-
eralist first, before specializing. That has advantages
and disadvantages. The advantage of specializing
early in your career is that you can move faster up the
food chain from the beginning. At some point, howev-
er, the progress stops, and it never quite leads to the
verytop. The goal of a derivatives specialist must be to
become ,head of derivatives”. However, a company

only needs one ofthese. If, on the other hand, you stay
a generalist for longer and fill your mind with more
knowledge, you have better chances of progressing
furtherinthelongrun.

Lastly, for those students with entrepreneurial ambi-
tions, | am convinced that the best approach is to
train with a large company after graduating and only
after that take the step into self-employment. Some-
times, however, the timing can be hard to judge.
Many would-be entrepreneurs end up missing the
exitand staying with a big company fortoo long. They
have a good salary, feel secure, see the career lad-
der ahead of them and forget their entrepreneurial
ambitions.

...unlike you. Youdared to leave Goldman
Sachstofound Partners Group.

That's true. My co-founders and | all quit our very well-
paid jobs in order to get our own business off the
ground. It's a big step and it takes a lot of courage to
walk away from a good salary and risk everything. How-
ever, being self-employed was always my dream and |
am glad I followed that path.

Partners Group’s three founders, Alfred
Gantner, Marcel Erni and you, are very diverse
inyour individual strengths and weaknesses.
What has been the secret toworking together
successfully over theyears?

One reason why this partnership still works so well is
that we know and respect each other‘s strengths and
weaknesses. Another reason is that we always discuss
everything until we can agree a way forward. Once we
have agreed a way forward, we all stick to the plan with-
out any further ‘ifs and buts’. Even when a decision has

turned out to be wrong, we have never once said to
each other, “I told you so!” Once a decision has been
made, there are neitherreservations nor compromises.

What are your goals today?

My goalstoday are much broaderthantheyusedto be. |
usedto focus only onthe success of Partners Group. Of
course, my number one goal is still to ensure the exis-
tence of Partners Group after my co-founders and | are
no longer around. We are all still relatively young, given
the factthat we gave up our operational roles some time
ago. But the handover process takes a long time and |
am glad that we still have 10-15 years left for that
(laughs)!

Today, impactinvestingis atopicvery close to my heart.
Iwantto achieve big things with PG Impact Investments,
the specialist impact investment manager that we
launched in 2015, backed by Partners Group. In addi-
tion, with the Wietlisbach Foundation | am pursuing
goals that are no longer primarily about generating re-
turns. My main ambition here is to do good deeds effi-
ciently and to help people. As President of the Swiss
Sports Aid Foundation and the “Passion Schneesport”
Foundation, | also play an active role in supporting
promising young athletes.

However, it is relevant to note that back when | was
studying at HSG, accounting principles were much
more rudimentary than they are today. One could
calculate the state of the company out of the income
statements, because there were so many undis-
closed reserves. This is unthinkable with today’s
principles, including IFRS and US GAAP etc. This
shows that common standards take time to be devel-
oped and become reliable. | believe we will see a
similar evolution in standards to measure the new
values predicted by Larry Fink.

Inthe future, will a firm be able to justify
unsustainable investments toits clients?

The trend clearly points to the fact that it will be increas-
ingly difficult to justify such investments. For example,
several insurance companies and other investors are
now putting money exclusively in sustainable invest-
ments. Accordingly, sustainability indices are becom-
ingincreasingly importantin public markets.

You have mentioned on previous occa-
sions thatnobody deservestobe a
billionaire and thatbillionaires have an
obligation to return their wealth to
humanity. Can you expand on thatview?

Larry Finkrecently said that within five years
everyone would calculate the value of a busi-
ness throughitsimpact on society, politics and
the environment. Do you share thatview?

In my opinion, this shift in mindset will be the next big
thing. However, the question remains how to go about
it, especially in public markets. Even today, many fac-
tors are weighted differently by different analysts, which
can have a majorimpact on indices and rankings.

Many people who are wealthy have done something
right from an entrepreneurial point of view. Neverthe-
less, ittakes a lot of additional luck to become a billion-
aire. There are a vast number of people who have
worked justas hard as | have and notgotrichfromit. You
have to be mindful of that and act accordingly. That is
why a large part of my wealth goes to PG Impact Invest-
ments and the Wietlisbach Foundation. In addition, |
give money to charities, start-up financing, and sports
aid, etc. The ,giving pledge” formulated in the USA by
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Warren Buffet and Bill Gates serves as a yardstick for
me in this endeavor. It obliges its signatories to give
away more than 50% of their wealth during their lifetime
or upon death and not to bequeath all their wealth to
their children. But this model is by no means new. An-
drew Carnegie was one of the richest people in the
world at the end of the 19th century and a well-known
philanthropist. His aim was to spend two thirds of his life
on education and business interests; the last third he
said should be used to think about how to efficiently re-
turn his wealth to the community. Accordingly, Carne-
gie left only a small part of his wealth to his daughter. At
that time, there was a great need for public facilities
such aslibraries, so that everyone could educate them-
selves, and parks, so thatworkers could relaxin a beau-
tiful place on Sunday afternoons. This is where most of
his wealth went. It was extremely important to him that
his money was used efficiently and effectively and not
simply given away —thatis very importantto me, too.

Urs Wietlisbach

Urs Wietlisbach co-founded Partners Group in
1996. He is a Partner of the firm and an executive
member of Partners Group Holding AG’s Board
of Directors, based in Zug. Urs Wietlisbach is
Chairman of the Board‘s Client Oversight Com-
mittee and a member of its Strategy Committee.
He is also a Board member of PG Impact Invest-
ments AG and a member ofthe Board of Trustees
of PG Impact Investments Foundation, a founda-
tionthatfocuses onimpactinvesting globally.

In addition, he is a member of the Boards of Di-
rectors of Entrepreneur Partners AG, a Swiss as-
set manager, and PG3 AG, Switzerland, the fa-
mily office of the founders of Partners Group. He
is a member of the HSG Advisory Board and
member of Board of Trustees of HSG Foundati-
on, the foundation of the University of St. Gallen.
Urs Wietlisbach is also the Chairman of the
Board of Trustees of Passion Schneesport, a
foundation supporting young Swiss talents in
snow sports, and the Co-President of Schweizer
Sporthilfe, a foundation that supports Swiss ath-
letes. Prior to founding Partners Group, he wor-
ked at Goldman Sachs & Co. and Credit Suisse.
He has 30 years of industry experience and
holds a master‘s degree in business administra-
tion from the University of St. Gallen (HSG), Swit-
zerland.

Investing in
thefuture of
ournetworks

Urs Schaeppi | CEO Swisscom AG

With'the digitalization of the-economy-and society,
communication-networks andtechnologiesare
increasingly in the focus. Itisthese data-highways
that are.decisive-for-a-successfuldigital-future for
Sswitzerland—and with 5G-the-next-generation
projectisawaiting-
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Digitalization is not new. But the digitalization process today
is much more intensive and far-reaching. It pervades all in-
dustries and turns business models and value chains upside
down overnight. Uber has transformed the global taxi indus-
try, Google has brought publishers into a tough spot, and
Whatsapp has challenged telecommunications providers.
These developments have led companies from all industries
to engageindigitalization. And rightly so: itis betterto design
foryourselfthan to be driven by others. Itis therefore not sur-
prising that the management of Swiss companies is becom-
ing increasingly involved in digitalization: According to a sur-
vey of around 700 Swiss companies, EY found that 69% of all
customer relationships are already conducted digitally, in
whole orin part. When asked whether digital technologies
play averyimportantrole in the company’s business model,
only 17 percent answered yes at the beginning of 2016. By
2018 the figure had already risento 31 percent.

Industry 4.0: Key to competitiveness
Withincreasing competition and cost pressure, companies
must increase their efficiency and at the same time offer
new services and products onthe marketin ever shorterin-
novation cycles. This is precisely where digitalisation
comes into play: through new technologies in the fields of
robotics, big data, machine learning and artificial intelli-
gence, but also through new forms of cooperation. The
buzzword of the hour is “Industry 4.0”, which includes the
digitalization of production chains. In 2018, Ypsomed and
Swisscom demonstrated how 5G technology can be used
to digitally orchestrate the entire value chain, from the de-
livery of raw materials and the manufacture of products
through the provision and delivery. In my opinion, such ap-
proaches must set a much stronger example in Swiss in-
dustry, because thisis the onlywaywe can ensure the com-
petitiveness of Switzerland as a workplace in the future. It
also reverses a trend of the past decades: Increasingly, in-
dustrial jobs can be brought back to Switzerland.

Highestnetworkinvestments

in Switzerland

A successful future requires investments in our networks.
They are the central infrastructure that makes digitalization
possible inthefirst place. They are just asimportant for the fu-
ture of Switzerland as other basic infrastructure projects —
such as water supply, transport or electricity. Yes, digitaliza-
tionis eventheleverto lead these basic infrastructures into an
intelligentfuture. Keyword: Smart Mobility or Smart Energy.

The telecommunications market, which was liberalized
in 1998, has triggered a dynamic network competition
and has led to Swiss broadband supply being ranked

among the top providers in an international comparison
- thanks to massive investments by all market players in
their networks and the latest technologies. Switzerland
hasthe highest per capitainvestmentintelecommunica-
tions infrastructure of all OECD countries. It is therefore
not surprising that broadband availability of at least 30
Mbit/s in rural areas, at over 93% of households, is twice
ashighasinthe EU (46%) . Swisscom alone has invested
around 15 billion Swiss francs in its networks and IT in the
past ten years - since 2012 this has been at least 1.6 bil-
lion Swiss francs annually. This even exceeds the cost of
the Gotthard Base Tunnel, the construction of the centu-
ry, which namely cost 12.2 billion Swiss francs. | once
heard a very fitting statement about our country: Swit-
zerland possesses the most magnificent constructions
in the world, but only rarely are they visible. This state-
ment also applies to our networks. They are great tech-
nological structures that connect the entire country and
secretly formthe lifeline of digitalization.

5G: Generation project with
challenging framework conditions

With 5G, the next generation projectis awaiting. This air-
bound highway will provide the necessary capacities
and functionalities for the near future. With the growing
number of connected devices, the Internet of Things
(10T), the volume of data is also increasing rapidly. Ac-
cording to the IDC White Paper “The Digitalization of the
World - From Edge to Core”, the global data volume in
2025 will be around 175 zetabytes - almost six times the
currentdatavolume.

At the beginning of the year, Swisscom was able to secure
the necessary frequencies for the nationwide 5G expan-
sion. Now the expansion is on the agenda, so that by the
end of 2019 the entire country can already benefit from the
new technology. However, the Swiss conditions for an opti-
mal expansion that guarantees all 5G functions are ex-
tremely strict. This slows down and increases the cost of
expansion - to the detriment of Switzerland as a business
location. In order to ensure Switzerland’s competitiveness
andthusitslocation advantage, the expansion of 5G and all
future technologies must take place rapidly throughout the
country.

Switzerland is therefore in control of whether it has to en-
dure digitalization or whether it wants to use it to its advan-
tage. Itis up to politicians to create ideal conditions for in-
vestments in network expansion and it is also up to each
individual company whether and how it wants to use the in-
novative power of digitalization.

Urs Schaeppi

Urs Schaeppi has worked for Swisscom for 20
years. Since 2006 he has beena member ofthe
Swisscom Group Executive Board, from 2008
he was in charge of the corporate customer di-
vision and from the beginning of 2013 Swiss-
com (Switzerland) Ltd. The Swisscom Board of
Directors elected Urs Schaeppi CEO Swiss-
com AG atthe beginning of November 2013. He
holds a degree in engineering from the Swiss
Federal Institute of Technology (ETH) and a de-
gree in economics from the University of St.
Gallen (HSG). Prior to joining Swisscom, Urs
Schaeppi held various management positions
atlveco, Ascom AG and Papierfabrik Biberist.
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Swiss financial
centre must
become more
climate-friendly

Susanne Hochuli | Chairman of the Board of Trustees
of Greenpeace Switzerland

The Swiss financial centre is one of the most
Important in the world. Therefore, the responsibility of
the local financial actors for global climate protection
IS enormous. Banks and insurance companies still do
not take this responsibility seriously enough.

“The price of greatness is responsibility.” That’s what
Winston Churchill, former prime minister of Great Britain,
once said. The Swiss financial centre is influential. In
2017, 253 banks and 204 insurance companies were ac-
tive in Switzerland. The financial location generates
around 9 percent of the gross domestic product (GDP)
and contributes to more than five percent of total em-
ployment. By international standards, Switzerland is one
of the world’s most competitive financial centers. More
than a quarter of the assets managed across borders
worldwide are managed in Switzerland. With Credit Su-
isse and UBS there are two major banks domiciled in
Switzerland that are among the leading institutions in the
international market.

With great power comes great responsibility. Also to-
wards the public - and thus towards our environment and
our climate. Global warming is no longer a distant threat,
climate change is happening now. In Switzerland, for ex-
ample, the average annual temperature has already risen
by 2 degrees since the beginning of industrialisation -
twice as much as the global value. And our country contin-
uestowarm up: Switzerland is becoming drier, hotter, with
less snow and will be struggling with more heavy precipi-
tationinfuture.

In order to avert the climate crisis, global warming must
be limited to well below 2 degrees Celsius and preferably
1.5 degrees Celsius, as stipulated in the Paris Climate
Convention, which has also been ratified by Switzerland.
To achieve this, global greenhouse gas emissions must
be reducedto zero net by 2050.

The financial industryis

under an obligation

Itis no coincidence that the Paris Convention also makes the
financial sector responsible. The financial industry hasa ma-
jorinfluence on how the energy supply of the future is struc-
tured and how quickly we make the transition to a low-car-
bon economy. Banks, insurance companies and pension
funds, with their financing, insurance and investments, are
now involved in deciding how many greenhouse gases will
be emitted in the future.

A study by the Federal Office for the Environment (FOEN) in
2017 shows that current investments by Swiss pension
funds and insurance companies supportan average warm-
ing of 4to 6 degrees Celsius instead of the 1.5 degrees en-
visaged in the Paris climate agreement.

And while around 50 million tons of CO2 are emitted every
year within Switzerland’s borders, the local financial center
with its global capital investments in fossil fuels such as
coal, oiland natural gas generates around 1100 million tons
of CO2. This figure only refers to the assets managed from
Switzerland, but not to the massive CO2 balance of the
Swiss banks’ lending business.

Climate Harmful Businesses

of Credit Suisse and UBS

Greenpeace Switzerland pointed out last year: Credit Suisse
and UBS provided a total of USD 12.3 billion between 2015
and 2017 for 47 companiesthat use particularly dirty, so-called
extreme fossil fuels. These include coal, oil from tar sands, from
the Arcticand deep sea, and liquefied natural gas (LNG).

Susanne Hochuli
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These transactions have an enormous negative impact on
our climate: From 2015 to 2017, the banks financed a total of
182.9 million tons of greenhouse gas emissions with the 12.3
billion US dollars. Two years after the adoption of the Paris
Climate Agreement, the two major banks financed 93.9 mil-
lion tons of greenhouse gas emissions through the 47 com-
panies surveyed. Thatis around twice as many emissions as
all players within the Swiss border cause in one year.

The ecological footprint of the two banks will, however, be
much higher than the Greenpeace report. This was be-
cause only the climate impact of the financing of 47 compa-
nies in the extreme fossil energy sector could be taken into
account. A high number of financed emissions must there-
fore be reckoned with.

Not least when you look at the following latest figures: The
report “Banking on Climate Change - Fossil Fuel Finance
Report Card 2019”7, published at the end of March this year
by the NGOs Rainforest Action Network and BankTrack, re-
veals that Credit Suisse and UBS together provided around
USD 83.3 billion to finance fossil fuels between 2016 and
2018. Broken down to the population of Switzerland in 2017,
the climate damaging commitment of the big banks over
the lastthree years corresponds to around 9800 US dollars
per capita. That’s more than any other country. The report
examines 33 global banks and their financing by over 1800
coal, oil and gas companies worldwide over the last three
years.

Instead of playing an active role in the transition to a
low-carbon economy, Credit Suisse and UBS are firing up
climate change.

Insurance companies are

withdrawing from coal

The two Swiss companies Swiss Re and Zurich Insurance
Group have, after all, taken the first important steps to-
wards abandoning the coal business and assuming their
climate responsibility. These efforts are reflected in a rank-
ing of the world’s 24 largest insurance companies in terms
of climate protection. Swiss Re leads the field with the most
comprehensive guidelines: The Swiss reinsurer no longer
reinsures and insures companies that rely more than 30
percent on coal. The guidelines apply to both existing and
new projects and to all business areas worldwide. Swiss Re
also no longer invests in companies that generate more
than 30 percent of their turnover with coal. However, the
Group also receives good marks because the guidelines
not only apply to coal, but also to tar sands and other ex-
treme fossil fuels. Zurich Insurance ranks third.

Nevertheless, both Swiss Re and Zurich still have a long
way to go if they want to withdraw completely from the fossil
fuelinsurance business and no longerinvestin the sectorin
question. With their coal guidelines, they have taken a first
important step in this direction; now it is important to use
this positive dynamic for further climate protection mea-
sures. Greenpeace is in discussion with the two companies
inthisrespect.

Notinsurable - Notbankable

It is important that more and more insurance companies
assume climate responsibility. Because of their unique po-
sition, insurance companies are able to accelerate and
strengthen the necessary transition to a low-carbon econ-
omy. As risk managers, they play a discreet but essential
role in deciding which projects can be implemented and
operated in a modern society. Without insurance, for ex-
ample, virtually no new coal-fired power plant can be fi-
nanced and built, and existing plants must find new ways to
manage risk or cease operations. If a project is not insur-
able, itis also not bankable. Insurance companies are also
huge investors. Their decisions to support fossil energies
or, on the contrary, environmentally friendly technologies
are shaping the global economy.

The banks BNP Paribas and ING, for example, declared
that they would no longer support tar sand companies in
the future. The Royal Bank of Scotland, BNP Paribas and
HSBC have again announced that they will no longer fi-
nance individual tar sand projects such as pipelines. The
Dutch international financial services provider NN Group is
also withdrawing from the financing of tar sand oil and the
associated pipeline companiesin Canada and the USA.

It’s time! It’s time!

The consequences of the climate crisis are becoming in-
creasingly noticeable. It is time for our financial centre to
assume its share of responsibility for a stable climate.
Banks, insurance companies and pension funds must im-
mediately stop endangering people and nature with their
business. Companies exploiting coal and tar sands may no
longer receive any financial support or insurance. Itis time
to finally stop the financing and insurance of climate heat-
ing and to make all business activities Paris-compliant with-
inthe nextfive years.

Susanne Hochuli

Susanne Hochuli has been Chairman of the
Board of Trustees of Greenpeace Switzerland
since September 2018. Greenpeace is an inde-
pendent, international environmental orga-nisa-
tion that has been campaigning since 1971 for an
ecological, social and just present and future wi-
thout resorting to violence. Susanne Hochulifully
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natural and social environment. With Greenpea-
ce, Susanne Hochulitackles the causes: Many of
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environmental pollution, climate change and the
exploitation of people and nature.

From 2009 to 2016, Susanne Hochuli was Green
Councillorand Head of the Department of Health
and Social Affairs of the Canton of Aargau. Last
year, shetook overthe chairmanship of the Swiss
Foundation SPO Patient Protection and founded
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mer organic farmer and hippotherapist is the
mother of a daughter.
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“As a cook my
craftsmanship
IS my capital!”

Daniel Humm | Chef/co-owner of Eleven Madison
Park New York City

In this interview with Daniel Humm, world-renowned
chef and co-owner of Eleven Madison Park, learn
why it takes ten months of experience to pour water
properly and why the best decision Daniel has ever
made was dropping out of school.

Honeyand Lavender
Glazed Duck with Rhubarb
and Spring Onion.

Photo by Evan Sung

You are one of the best chefsinthe world, is
there something people wouldn’t expectto eat?

That’s a difficult question. Atthe airport, | treat myselfto M&Ms from
time to time. Whether or not this answers your question can only be
decided bythereader. (laughs)

What’s your favorite dish?

| like to eatalot of things. For me, eating is a pleasure but also about
health. | like to eat chicken out of the oven. | prefer to eat it from my
mother or prepare it myself. | also love spaghetti with tomato sauce.
Over the years, I've perfected my own recipe. For me, this means
above alltherightingredients, i.e. the right olive oil, the right mixture
of fresh tomatoes and canned tomatoes, the right pasta, etc. Pri-
vately and professionally | always try to bring the familiar, the simple,
toanewlevel. Apartfromthat, | also like to eatfresh vegetablesfrom
the market, which | simply prepare in the steamer without a lot of
spices. Ittastes very good and is healthy. It also reminds you of how
something tastes in its natural state. This gives me a basic under-
standing ofthe ingredients | use to cook.

You have repeatedly said that service is the mostimportant
thing for you. You claim it takes 10 months of experience to
pour water properly and have a 97-page booklet for your
waiters. You are also known for going the extra mile for your
guests. What do you mean by that and what was the craziest
thing you have ever done for aguest?

AtEleven Madison Park we always tryto offer our guests an unforgetta-
ble service. For us, this means being attentive and listening to them. If
there is a hint as to how we can offer this experience, we will of course
be happy to do so. Our “dreamweaver” team, employees who are at-
tentive and let such experiences become reality, help us with this. |
don’tknowwhatthe craziestthing we’ve ever done fora guestwas.

Once ouremployees overheard someone say they had never eaten
a hotdog from one of the many hot dog carts in New York. We then
tried to make this experience possible for him and sent one of our
employees out to buy one. We then included the hot dog in his
menu, whereupon our guest enjoyed his first street food hot dog
from New York at Eleven Madison Park.

Anothertime, on a snowy winter evening, we had a family from south-
ern Spain as guests who had never seen snow before. We organized
sledges and a chauffeur that evening to take the family to a place in
Central Park where you can sledge. There are many such examples.

For a guest with relations to Switzerland, we decorated one of our
private rooms like a chalet and served a fondue as one of the main
courses.

Daniel Humm
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When we became number one on the list of the best restaurants in
the world in 2017, a friend wrote me a card with the note: “1st New
York, 2nd The World, 3rd The Moon?”. The next time he was our
guest, we redesigned the lift in our restaurant as if it were a space
shuttle. When we arrived on the upper floor with our space suit and
helmet, we led him to the private room where we prepared a futuristic
dessertwith smoke and nitrogen.

Of course we can’t do that for every guest, but we love such surpris-
es and when we have the chance, we try to make it possible. We
don’t save lives with our restaurant. But we can make sure that
someone remembers their evening in Eleven Madison Park for the
restoftheirlives.

With your expansion plans you work continuously on the
expansion of your restaurants. Was there amomentin your
professional life when you personally moved away from “How
does this taste best?” to “How do | sell this best?

I’m not quite sure, but | don’t think so. Basically, you don’t cook for
yourself. If you don’t have a reputation yet or are not yet successful,
the most important thing is that the restaurant is full. That's why you
have to make sure that you offer dishes thatthe guestlikesto eatand
for which, above all, he or she comes back. If you later have the ap-
propriate platform, you might be able to devote yourselfto the more
creative dishes. In this respect, my philosophy has remained the
same over the years: The guest must always be welcomed with a
meal that he knows. That’s how you build trust. Later you can take
him on a journey and show him something new. The guest must feel
comfortable forthis. In every culture there are dishes that bring peo-
ple together. We in Switzerland have fondue and raclette, in the USA
it is the Barbecue, in China there is the Hotpot, in Japan the Shabu
Shabu. It's an experience. For us, this also includes, for example,
placing the bread in the middle of the table and letting the guests
break it themselves. You don’t say “It's hard to remain enemies if
you've broken bread together” for nothing. Certain courses are
served individually, while others are served in such a way that the
guests have to reach into the middle of the table. Thisway, we create
an environmentwhere guests can talkto each otherand spendthree
to four hours together, something that is somewhat lost in today’s
world. The guest will never remember every dish he ate with us. But
he’llalways remember how it made him feel.

The quality of a dish depends on many factors - employees,
ingredients, equipment - what do you thinkis the most
important “capital” to prepare outstanding food?

Two things, on the one hand quite clearly - and this will not be a big
surprise - the ingredients are enormously important. They are the
products of the soil and all the pride of the farmer who produced
them. At Eleven Madison Park, we put a lot of effort into getting ex-

actly these products. We've hired three people only to take care of
this, we send back products every day, we meet with the farmers
and discuss the production process, etc. We also take a lot of pride
inthe way we’re working. We will do everything to getthe best prod-
ucts. On the other hand, as a cook my craftsmanship is my capital. |
have to master my craftsmanship so well that | can prepare an un-
forgettable dish from very simple ingredients such as carrots or on-
ions. This is the magic of cooking and, in my opinion, my greatest
asset. Itfascinates me.

Speaking of carrots, you are famous for the best carrotin
town. Can youimagine to cook without meatin your restau-
rant and to offer only vegetarian food?

I’ve been thinking about that, | can’t rule it out. Meat production in
many places is extremely questionable and unsustainable. Be-
cause notenough good meat can be produced, mankind inevitably
has to eat more vegetables. There’s no way out of that, | guess. At
Eleven Madison Park, we are now in a luxurious positiontoreceive a
lot of attention and perhaps even set a trend. People pay a lot of
money to eat at our place and talk about what we offer. We are
aware of this and this is certainly also part of the reason why we
serve so little meat. But a less successful restaurantis in a different
position. Those who only serve vegetables are more limited in pric-
ing than those who serve meat. I’'m not against meat at all. | am for
better conditions in meat production. The guests must understand,
however, that this has its price. Only very few are willing to pay CHF
150 for a main course just because the meat is sustainably pro-
duced. This requires society to rethink the status quo and people
needtobe educated. Throughthe greatattentionthatis givento us,
we understand ourselves a little in this role. But again, it also de-
pends enormously on the restaurant. In Nomad, where we also
serve breakfast, people want to see eggs and bacon on the menu.
But you can’t charge 40 CHF for eggs with bacon, nobody would
want to pay that. There we are rather limited in our pricing power
whereasin Eleven Madison Park, | believe the price sensitivity of our
guestsislower.

You said several times that your kind of creativity wasn’t
encouraged at school. In eighth grade, you even dropped
out of school. Today you are among the best chefsin the
world and are extremely successful. Do you think our
education systemis too one-sided or even toolittle inclu-
sive? What would it have taken you to better developin
school?

That's a complex question that | probably can’t answer conclusive-
ly. Moreover, this seems to be very individual. Our school system
didn’t work at all for me. The school didn’t succeed at supporting
me the way it should have, and it didn’t encourage my creativity the
way | needed itbackthen. I find that problematic, because there are
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many unique people who feel similar to me back then. | had a lot of
luck in my career and have made it somehow in the meantime. But
there are many people who had less luck and didn’t make it. For
these people, the same system doesn’t work as for everyone else,
and yet the school is basically the same for everyone. However, |
can’tofferasolution. For me it was the best decision to leave school
after8 years.

In 2017, after Eleven Madison Park was named the best
restaurantin the world, they had to close their restaurant for
several months due torenovations. In the list of the 50 best
restaurantsin the world, EMP was awarded 4th placein 2018.
Inyour opinion, what made this difference and how will EMP
developinthe future?

I’man ambitious man. As a child, | was a cyclistin numerous compe-
titions and | always wanted to win. If there was a ranking, | wanted to
be at the top of the list rather than at the bottom. The list of the best
restaurants in the world was of course no different. This list has not
only helped us motivate our employees but on top of that also pro-
vided us with a goal on the often-stony path. That was a big advan-
tage. Whenwe madeitin 2017 and were named the bestrestaurantin
the world, we were of course extremely proud of our performance.
Nevertheless, ithasto be said that thistitle is very difficultto measure
and for me it rather distinguishes the “restaurant of the hour” as the
“best restaurant in the world”. There are so many different restau-
rants and philosophies thatare very good. In 2018 we were nonethe-
less surprised to make it onto the list, as our restaurant was closed
for more than half a year. All the happier we were, of course, with the
4th place. | think it's good if there are always changes at the top. In
this respect, there is one important change to the listanyway. Once
you have been No. 1, you will be accepted into a kind of Hall of Fame
and no longer take part in the ranking. This creates space for less
well-known restaurants, which | thinkis a good development. We still
strive to be one of the best restaurants in the world with Eleven Madi-
son Park. We have not yet reached where we want to go and we still
have many plans that we have started with the renovation in 2017.
Winning the list of the 50 best restaurants was an interim goal, just as
the three Michelin stars or the four New York Times stars once were.
Allthis has given usis an enormous amount of self-confidence and it
has shown us that we are on the right track. However, we do not rest
on our laurels, but continue to take a lot of risk and work hard on our
vision. We’re constantly learning and improving.

Photo by Benoit Linero

Daniel Humm

Daniel Humm is the chef/co-owner of Make It
Nice which is behind Eleven Madison Park, The
NoMad in NY and Los Angeles, and the fast ca-
sual restaurant Made Nice. His cuisine is focused
on the locally sourced ingredients of New York,
with an emphasis on simplicity, purity, and seaso-
nalflavors.

Anative of Switzerland, he was exposed to food at
averyyoung age, and began working in kitchens
atthe age of 14. From there he spenttime in some
of the finest Swiss hotels and restaurants before
earning his first Michelin star at the age of 24. In
2003, Daniel moved to the United States to beco-
me the executive chef at Campton Place in San
Francisco, where he received four stars from the
San Francisco Chronicle. Three years later, he
moved to New York to become the executive chef
atEleven Madison Park.

Overthe course of Daniel‘stenure, he and Eleven
Madison Park have received numerous accola-
des, including four stars from The New York
Times, seven James Beard Foundation Awards
(including Outstanding Chef and Outstanding
Restaurantin America), three Michelin Stars, and
the #1 spot on the World‘s 50 Best Restaurants
list in 2017. In 2011, Daniel and business partner
Will Guidara purchased Eleven Madison Park
from Union Square Hospitality Group, and the fol-
lowing year also opened the critically acclaimed
NoMad. Since its opening, The NoMad has gar-
nered three stars from The New York Times, one
Michelin Star, and a James Beard Foundation
Award. In 2017 he opened Made Nice, a coun-
ter-service restaurant located in the NoMad
neighborhoodandthe secondlocation of NoMad
in Downtown Los Angelesin 2018.

Togetherwith Will, he isthe author of Eleven Madi-
son Park: The Cookbook, | Love New York: Ingre-
dients and Recipes, The NoMad Cookbook and
Eleven Madison Park: The Next Chapter.
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The Mona Lisa
Is hot a great
artwork

Prof. Dr. Magnus Resch | Founder of the Magnus app

What makes an artist successful? It’s the network she
IS in. Multiple dependencies govern how the art world
places value on an individual work. This changes how
we understand what great art is: The artwork doesn’t
matter, it’s the network.

“SAMO for the so-called avant garde” was inscribed in
block letters onadoorin an alleyway in Manhattan. The art-
ists responsible were Al Diaz and Jean Michel Basquiat, a
pot-smoking collaborative who developed the SAMO tag
as a contraction of “same old shit”. One of the two, Al Diaz,
had a strong reputation for graffiti art and was the better
known. Al who — you might ask? If you have never heard of
him, you are notalone.

Basquiat and Diaz are a striking example of how two talent-
ed artists, of similar age and background, can soar or stag-
nate despite producing virtually indistinguishable work.
Basquiatwentfrom homeless teenagerto A-listartistin un-
der two years. In 2017 one of his works sold for a re-
cord-breaking $110.5 million. Diaz, on the other hand, ex-
hibited in October 2018 in a small pop-up gallery on Great
Jones Street in Soho, New York. His works are priced at
$6,000.

How do we explain Diaz’s and Basquiat’s divergent trajec-
tories? They differin one essential aspect: Diazwas a loner,
Basquiata networker. Basquiatwas the one who wentup to
Andy Warhol and sweet-talked him into buying one of his
postcards. He made it his business to befriend Fab5Freddy
and shared a studio space with him. And he wooed Diego
Cortez who put him in a group show with works by Map-
plethorpe, Haring and Warhol. Soon, his name was all over
the downtown scene. A handful of dealers took notice, they
boughtsome of hisworks, etvoila— Basquiatwas made.

| argue: Nobody can assign value to an artwork simply by
looking at it. All types of art, whether poetry, sculptures,
novels, dances, or paintings, are essentially priceless.
Whatgives artits value is a powerful network of curators, art
historians, gallery owners, dealers, agents, auction houses

and collectors. This inner circle doesn’t only determine the
works you and your children will see on museum walls—it
defineswhatwill break recordsinthe sale rooms.

Clearly, this is a provocative statement and most art histori-
ans won't agree. They argue in long essays with words |
don’t understand that Basquiat is the most significant
painter of the 20th century, his colorful paintings inspired
countless artists and produced a step change in contem-
porary art. | do not disagree: | like Basquiat and | have al-
ways been drawn to his works. But | also met Al Diaz a while
ago, and was struck by his art that plays with letters, colors
and mediums. And by his modest price tag, given that his
former partner is the superstar. Intrigued, | started an ana-
lytical experiment, using not art history books, butdata.

Over more than six years, my team of 45 people have com-
piled a database recording the careers of roughly halfa mil-
lion artists. [t contains hundreds of thousands of exhibitions
at more than 20,000 galleries and museums. It also in-
cludes information about almost 10 million artworks of-
fered and sold atauctions and galleries. Eventually, we had
so much material that | reached out to Laszlo Barabasi and
Sam Fraiberger, both leading network science researchers
atHarvard and Northeastern, to work with me on the data.

The outcome of our effortis a map that unveils the secret
network of art institutions and their power. Essentially, it
captures how art moves around the world and how insti-
tutions are linked by the artists they exhibited. We ranked
each institution based on the “centrality” of institutions, a
mathematical concept drawn from Network Science and
also at the core of the Google search ranking algorithm.
We discovered that, among a large number of fairly inef-
fective institutions, one hub stood out as truly transfor-
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mative: New York’s MoMA, Guggenheim, Gagosian Gal-
lery, and Pace Gallery, followed by Metropolitan
Museum of Art, Art Institute of Chicago, and the Whitney
—allAmerican and mostin New York City. An exhibition at
one of these is a guaranteed ascent to fame and head-
line prices. Itis the definition of artistic validation. This is
“‘quality art”.

It was devastating to unfold this map. 99 percent of all insti-
tutions scored low and there was only one route to success.
Ifyou are not part of the one central hub, you are stuckin an
island network, where artists can achieve limited success
by collaborating and displaying atthe museums and galler-
ies butare unlikely ever to cross a bridge to the mainland to
reachthe highestlevel of stardom. No more than 240 artists
who began exhibiting low were able to enter the central
hub. That’s 240 of 500,000!

Chances to make it as a gallery are equally low. Most gal-
leries show island artists, so findings from my previous re-
search were confirmed: galleries are in bad shape - 30%
run at a loss, with a further 55% making less than $200,000
revenue. Only a few galleries make the big bucks - they are
the onesinthe central hub.

There is no better place to see this network in action than
the floor plan of Art Basel in Basel. The central hub is lo-
cated on the ground floor, when you enter to the left, with
Gagosian gallery at the center of all the influential play-
ers. The further away you are, the more remote your is-
land. The booths for the young and emerging galleries
are squeezed into corners on the second floor, out of
sight of the ground floor elite. They are here only to en-
tertain the big guys - like clowns, with no chance to ever
make itto the main act.
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Can this undemocratic and impenetrable structure be bro-
ken? | don’t think so. Success in the art world is a feedback
loop, and those on the inside do not gain from disrupting the
status quo. If a collector pays a million dollars for a piece of
art, it's in everyone’s interest—collector, artist, gallery—for
the work to at least hold its value. Nor are the museums ex-
cluded from this cabal. The same collectors who bought the
piece sit on the museum’s board and will most likely donate
the work to the museum, which then attracts visitors, media
attention, sponsorship money, and donors at all levels. And
the fairs? They are doing everything to further enhance this
vicious cycle — keeping emerging galleries small. Or has Art
Basel changed its floor plan recently to put young galleries
nextto Gagosian? Instead they lowered the cost for younger
galleries to participate — from very very very expensive to
very expensive. Little room, hence, for artists or galleries to
move up the ladder.

While this tight structure might be bad for artists, it's good for
investors. Like fortune-tellers, we can predict the fate of al-
most any artist from whether they were starting out at the pe-
riphery of the network or atits heart. If we use their first five ex-
hibits as input, the patterns of where they would show next are
so predictive thatwe can map outtheirtrajectory decadesinto
the future. The common belief that the community will sooner
or later “discover” an artist is simply wrong. Moneyball for the
artworld haslong beenadream. Ithasfinally arrived.

Why did our predictions work so well? Precisely because
performance in art can’t be measured objectively. Since
there is no way of establishing that any work of art is truly
better than another, the network takes over, establishing
value. Value in art is in the network. Any work, from the
Mona Lisa to Basquiat’s Untitled, is garage sale material
withoutit.

Magnus Resch

Magnus Reschis considered the most disruptive
thinker in the art market. He is a Professor for art
economics and founder of the Magnus app,
which works like Shazam for Art. Leonardo Di-
Capriois his investor and advisor. Magnus lectu-
res art management at Columbia University and
the University of St. Gallen. He is author of five
books on the art market. In December 2018, Ma-
gnus published his paper “Quantifying reputati-
on and success in art” in Science, the world’s

leading academic journal.
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The Future
of Healthcare

Maneesh Juneja | Digital Health Futurist

When it comes to the future of health, we face enormous
challenges ahead. Aging populations, the rising cost of
care or even the fact that not everyone has access to care.
Most people believe that healthcare is how we deal with
those challenges, and that studying medicine at university
and becoming a doctor is one of the primary paths towards
being part of the solution. Emerging technology is turning
that view on its head. Whether it’s artificial intelligence (Al),
5G, or blockchain, there are new possibilities to make an
impact on people’s health, without needing to be a doctor
and without even needing to work within the healthcare
sector itself.
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Take the bold proclamation made in the recent State of Al
report from UK based Venture Capital firm, MMC Ventures,
that said “Health & wellbeing is a focal point for Al entrepre-
neurship; more start-ups focus on the sector than any oth-
er. In the coming decade, developers will have a greater
impact on the future of healthcare than doctors.” Consider
that paradigm shift, that a software developer may save
more lives than a doctor over their lifetime. What does that
mean for the students of tomorrow who are considering
their career paths?

We can already find examples where “health” is being im-
pacted by companies that are not part of the healthcare sec-
tor. In Japan, whose population is not just aging, but also
shrinking, power companies are trying to make a difference
by using their systems as health monitors in the home. If an
elderly customer’s electricity usage has stayed static for the
past 5 hours, could this be a sign thatthe customer hasfallen
over and needs help? The big tech giants, both in America
and China have already earmarked health as the nextfrontier
forthem. The German pharmaceutical company, Merck, has
just signed a strategic collaboration with the Chinese tech
firm, Tencent, to provide more accessible healthcare ser-
vices via digital platforms in China. Apple who most people
associate with the iPhone, has already dabbled in Health,
with their Apple watch. However, they have biggerambitions.
At the start of 2019, their CEO, Tim Cook, proudly stated , “If
you zoom outinto the future, and you look back, and you ask
the question, ‘What was Apple’s greatest contribution to
mankind?’ Itwill be about health.”

There is an acceleration in the number of start-ups in the
health and wellbeing space, many of which have been set
up by people who are not doctors, but by entrepreneurs
who are so frustrated with the pace of change in healthcare,
they decided to try and fix it themselves. Ada , founded in
Germany, is a personal health guide thataimsto putfree, Al
powered healthcare in everyone’s hands. Headspace, one
ofthe world’sleading apps for meditation, has setup Head-
space Health , a new division thataims to deliverthe world’s
first prescription meditation app in 2020. In a few years’
time, you could be sitting at home, having faced bouts of
crippling anxiety, and you turn to the Ada app, enter your
symptoms, and the app prescribes you a clinically validat-
ed Headspace app, which you then download and use, a
case of software prescribing software. This is a hypotheti-
cal scenario I've postulated, but my point is that digital
medicine has the potential to change the dynamics of
healthcare in so manyways.

It's not just companies that are leading this change, it's
patients themselves. The democratisation of technology,
the prevalence of smartphones and the frustration with
the slow pace of change has compelled patients around
the world to design solutions for themselves and their
peers, rather than wait for the healthcare system itself to
bring a solution to market. Patient innovation , based in
Portugal, is “an online platform where patients and care-
givers around the world connectto share and create solu-
tionsthey developed themselves or had the help from col-
laborators to cope with a health-related problem.” Look at
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the story of Roeland Pater, from the Netherlands, who has been living with
Crohn’s disease and decided to embark upon the journey of building a chatbot
to help himself and millions of others around the globe living with the disease.

These examples pointto a dramatically different future, where the change doesn’t
just come from the healthcare system itself, but from anyone, anywhere, anytime.
Thisis both frightening and exciting, depending on your perspective. | believe that
improving our health will require people across society to collaborate and work
together to find innovation solutions to problems. Whether it is different govern-
ment ministries working together on new policy for smarthomesthat can track our
health in real-time, or students prototyping the next big breakthrough at a health
hackathon, we needto remain opentowhere newideas can come from.

How do healthcare professionals stay relevant as machines become smarter?
This is a controversial topic, especially as machines can do more and more tasks
currentlydone by humans. When will Al exceed human performance? Thiswas the
title of a research paper reporting results of a survey of Al researchers around the
world. One of the forecasts was Al working as a surgeon by 2053, and Al being
able to automate all human jobs within 120 years. The advances in Al research are
frightening for some, and exciting for others. Amore balanced vision of Alin medi-
cine is held by Dr Eric Topol, whose latest book “Deep Medicine” talks about Al
giving physicians the gift of time with their patients, because the technology takes
on more of the administrative tasks that physicians are currently burdened with.
Maybe this could help reverse the trend of physician burnout? Only time will tell.

Much of the research in Al is about improving the way patients get diagnosed.
Deepmind is one of the pioneers in Al and has been working with London’s Moor-
field’s eye hospital on algorithms that can detect eye diseases with the same ac-
curacy as any leading eye specialist. It looks like they may be close to bringing a
new productto marketthat, usheringinanew era. Afuture where adoctor notus-
ing Alto augmenttheir diagnostic capabilities becomes a rarity.

However, practicing medicine is about more than just making an accurate diagno-
sis. | believe one ofthe problems atthe moment, isthat some people are painting a
picture of the future where algorithms, big data and virtual assistants can help
tackle any problem in healthcare. A future where the algorithm knows best and
those in charge of the algorithms wield immense power, with little or no account-
ability, should something go wrong. Some policy makers are taking steps now to
get people thinking about the choices they make when developing this technolo-
gy. For example, the UK government recently published a code of conduct for
data driven health and care technology.

Patients, and their families, have for so long been seen as passive recipients of
healthcare, where the doctor (or the system) knows best. This is slowly shifting,
from system centred care to person centred care, and technology, in part, is help-
ing to enable this shift. Whether it's apps that allow people to book doctorappoint-
ments online to smartwatches that also act as approved medical devices and can
track blood pressure/heart rhythm, saving a visit to the hospital. As connectivity
grows, this concept of a living room hospital may grow. These changes will impact
society in ways we are probably not even considering right now. Consider a small
town, with a higher proportion of residents aged above 65 than the general popu-

lation, many of whom have given up their driving licences and rely upon public
transport and local taxi services for getting to/from the hospital for their appoint-
ments. With the growth of remote patient monitoring, it’s great if those older peo-
ple don’t need to visit the hospital as much as today, but the decline in visits would
also impactthe bus and taxi companies who will see their sales tumble due to low-
erdemand.

| live inthe UK, and the National Health Service (NHS) here has recently launched
an app forevery patientthat enablesthem with their phone to book appointments,
order a repeat prescription or even view their medical records. This is already
transformingthe role a patient playsintheir own care, and I'll share my own experi-
ence. | hadtovisiturgent care at my local hospital for a knee wound. Now because
of the challenges of interoperability, many computer systems in healthcare don’t
talkto each other, and sothat hospital does nothave accessto my electronic med-
icalrecords. Sowhen | was seen by the nurse, and she asked about my situation, |
simply handed her my phone, and showed herthe details of my last few healthcare
encounters and the information recorded in my medical records. She was
shocked, and exclaimed, “You're so organised!”

A lot of people are hopeful that we will either be able to detect diseases earlier in
the future or have a more successful approach to preventing disease. Imagine a
future where your smart speakerthatyoutalkto and requestthe weatherand news
every day, also has the ability to analyse your voice data and determine if you have
early signs of Alzheimers Disease or Parkinsons. It sounds like science fiction, but
researchers are working on algorithms right now that might make this a reality at
some pointin the next couple of decades. Not everyone is excited about this sce-
nario, as these smart speakers have been developed by big technology giants
such as Google and Amazon. On the face of it, these new possibilities sound like
they could help so much, yet are they ethical, fairand transparent? Big technology
companies already know so much about us, but do we want them knowing about
ourhealthaswell?

Health researchers are always trying to find ways to build larger databases to test
hypotheses and to discover new patterns that might explain why a particular drug
doesn’twork for everyone or how a disease progresses once someone has been
diagnosed. Imagine if we could build a dataset that was global in scope and had
data on abillion people around the world? Think about the power of that datasetto
advance scientific discoveries in human health, if it were collected, maintained
and used in afair, transparent and responsible manner. What if | told you a dataset
like that already exists? You may even be part of it, it’s called Facebook. Maybe
you think that the data that we share with Facebook when we use it has no value for
improving health? I’'m afraid you are mistaken in that belief. Facebook is using Al
to detect signs of a user thinking about suicide, just by the machine scanning
through everyone’s posts. Note that this feature is not deployed within the EU due
to GDPR. In my opinion, Facebook, a social media platform, has built the largest
health dataset that has ever existed. This is why we need to think critically about
technological developments and think beyond whatthe label on the product says.

Going back to start-ups, so much capital is being poured into Digital Health start-
ups. Rock Health’s report mentions investors putting a total of almost $8.1bn in
the US sector, without a robust exit market. They don’t believe that there is a bub-
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ble. There have been success stories, evenin Europe. Take
for example, mySugr, one of the leading mobile diabetes
platforms, and a start-up founded in Vienna in 2012. They
got acquired by the Swiss pharmaceutical giant Roche 5
years later for $100m. The Theranos saga in Silicon Valley
has got people being much more diligent when investing in
start-ups that promise to disrupt the world of healthcare.
Theranos was a blood testing start-up, founded by Eliza-
beth Holmes, and they raised more than $700m fraudulent-
lyfrom leading investors. It’s areminder that healthcareis a
complex industry and we can’t just insert new technology
into it. The science hasto be robust, the evidence needs to
be generated and most importantly, we need clinical vali-
dationto demonstrate thatthey work!

Additionally, are we as a society investing in solutions that
will help as many people as possible, or are we focused on
helping the privileged few? One of the concernsis that roll-
out of these new products and services will increase social
inequalities in health and that not everyone will benefit from

this revolution. It's a valid concern. This is why it’s impera-
tive that when we design new products and services, we
design with people, and not for people. We need to design
to beinclusive. We have an opportunityto close the gap be-
tween the richestand poorestin society, let's not squander
thischance.

Whilst it’s critical that the digitisation of healthcare meets
the needs of people today, we also must be mindful of in-
vesting in the future. The most frequent users of healthcare
are often the oldest members of society who are living with
multiple long-term conditions, grew up in an era before
computers were commonplace, and may not even have
the resources to afford smartphones, tablets and data
plans. However, if we wantto build afoundation today which
allows us to cater to the needs of patients tomorrow, what
choices willwe need to make to ensure our systems are ag-
ile, flexible and resilient enough so that we can cope with
whatever challenges the future may bring? Consider the
results of a survey by Roche UK in 2018 on “Aspirations for
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the future of healthcare in England” where 63% of Genera-
tion Z (aged 16-24) said they would be comfortable with re-
ceiving a diagnosis via communication with a chatbot. An-
other survey, Ericsson Consumer Trends, which had asked
urban smartphone users aroundthe globe, found that 50%
of those using virtual assistants think that their smart-
phones will soon be able to understand their emotions.
57% would want a smartphone that knows when they are
becoming ill before they notice it themselves, and 43%
would want a virtual assistant that decides when they
should visit a doctor! Naturally, what people say they want
in a survey may not reflect what they actually need, but
these trends are importantto track, because they are send-
ing a signal. People in society may be much more willing
than we think to experiment with new models of care. There
are huge implications as individuals in society, whether
healthcare professionals or patients, with ceding more
control over decision making to machines, and our sense
of agency over our own lives. In the quest for healthier pop-
ulations, what will it mean to be human when one day, you

—y

are celebrating your birthday at home, and your smart
home knows you’ve consumed more than the recom-
mended daily units of alcohol, and locks the fridge as it
knows you intend to open it and grab another bottle of
wine? Will these digital nudges as we live, work and play
make healthcare sustainable butremove the joy out of life?

There are so many questions about the future, and many
leaders today feel like emerging technologies are reshap-
ing society faster than they would like it. Where some see
problems, others see opportunities. We know deep down
that we can’t keep doing things the same way we have al-
ways done them. We know that change is needed across
society, notjustin healthcare itself. We know that newideas
are difficultto find. This is why we need students, who have
the courage to look at the world through a different lens.
Studentswhoimagine avery differentworldinthe 21stcen-
tury, aworld in which everyone has access to healthcare, a
world in which we use technologyto reduce social inequali-
tiesin health, aworld in which we achieve the impossible.

Maneesh Juneja

Maneesh Juneja is a Digital Health Futurist who
exploresthe convergence of emerging techno-
logiesto see how they can make the world a he-
althier and happier place. He looks at these
technologies in the context of socio-cultural,
political and economic trends, helping organi-
sationsto think differently about the future.
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Founding a
business in
Switzerland

Andri Silberschmidt | President of Jungfreisinnigen Schweiz

Andri Silberschmidt is not only a fund manager, but
also president of the Jungfreisinnigen Schweiz and
co-founder of the company “Kaisin - poké bowls
and more”. The part-time student at Cass Business
School in London is therefore very familiar with the
many obstacles of founding a company.

Starting a business can be varied, but it usually has four char-
acteristics in common: courage, willingness to take risks, capi-
tal and ... a lawyer. In our case everything was a bit different,
because we tried out our idea with a pop-up concept before
founding a company. A restaurateur provided us with his infra-
structure (both physical and legal) so that in the summer of
2017 we could test how Poké Bowls (sushi salads) arrive in the
city of Zurich. Right from the start, we didn‘t need any legal
know-how, but primarily a good idea and good marketing. Af-
ter four months the pop-up was over, we earned 20°‘000 CHF
and could dedicate ourselves to the foundation ofa GmbH.

We went to the start center in Zurich and got some advice.
One thing quickly became clear: you have to found the own
company by yourself. So lawyers from our circle of friends
helped us draft the documents for the notary‘s office and
trustees helped us draft the bookkeeping. This whole pro-
cess seems to be very logical and self-evident - once you
have gone through it yourself. My tip to everyone with big
ideas and little experience: talk to people who have this expe-
rience. Also important was the correct insurance of employ-
ees and payroll accounting according to applicable collec-
tive agreements. Industry associations can be a good help
here, but unfortunately digitization is not yet the answer. | re-
member how many documents we still had to fill out by hand
and submit letter post. Why can‘t the whole (!) founding pro-
cess be digitised? This would require cooperation between
the notary‘s office, the commercial register, the social insur-
ance funds and the industry associations. It would make the
work of the founders easier and they could focus more on
theirideas than on bureaucracy.

In order notto be exposed to the danger of reporting only sub-
jective experiences, | have exchanged ideas with the location
promotion agency of the Canton of Zurich. Topics which em-
ploy young companies are, in particular, work permits, other
permits, financing and (less expensive) space. In fact, as a
small company itis not easy to recruit workers from outside the
EU, asthere s stilla quota systemin place. Anumber of prelim-
inary checks and proofs are required in order to hire a talent
without the right passport. There are efforts in parliamenttoin-
troduce so-called ,start-up visas® so that students from abroad
can stay at Swiss universities after completing their education.
Insome places, the currentlicensing practice is alsooutdated.
In a city, for example, it can take half a year before a change of
use of a commercial property is approved. An unauthorised
billboard outside the shop can also quickly become a disaster.
Particularly in the area of construction, it would be good for
SMEs ifthe processes became fasterand simpler. This also in-
cludes simplifying the temporary use of vacant office proper-
ties, as| called forinthe Parliament of the City of Zurich.
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Despite the construction sites listed, Switzerland is still a
countryfull of founders. Everyyear, some 40,000 new com-
panies are founded, most of them in the creative industries
(6300), cleantech (5500), ICT (1900) and finance (1400).
The public sector also strives to maintain a functioning eco-
system and, in addition to financial aid, provides much in
the way of platforms and occasions for founders. Important
private sectorengagementsinclude initiatives such as ven-
turekick, the kickstart accelerator from digitalswitzerland,
the growth fund of my employer Swisscanto Invest or the
Impact Hub, to name but afew. Last year saw 230 financing
rounds with over CHF 1,200 million in capital - both record
figures for Switzerland.

This news should motivate us to be business-friendly in our
own field of activity - be it at university, in business as an
employee or company orin administration. Inadditiontole-

galamendments in the area of labour law (keyword: Future
of Work) and the law on foreigners (keyword: immigration
from third countries), processes in particular must be re-
newed, simplified and ultimately completely digitalised.

Anyone who has a lot of capital today will have no trouble
paying for the expenses of a legal advisor, a trustee, an ar-
chitect and other experts. However, an ecosystem is only
strong if courageous entrepreneurs without capital have
the opportunity to build it up with a good idea and later
scale it up with good conditions thanks to growth capital. In
order to uphold the ,from dishwasher to millionaire” saga,
the threshold to implementing an innovative idea must be
aslow as possible. For only if the accumulation of capital is
,Simple“dowe have a high level of social mobility and a live-
ly society.

Andri Silberschmidt

Andri Silberschmidt is 25 years old, investment
manager, politician and entrepreneur. He began
his banking apprenticeship atthe age of 15andis
now responsible at Swisscanto Invest for the ma-
nagement of all quantitative equity funds that in-
vest in developing countries. He holds a BSc in
Business Administration (Dean‘s List) and an
MSc in Global Finance in 2019. Last year he foun-
ded a Poké Bowl & Sushi Burrito Restaurant with
friends, which currently operates two branches
in Zurich. Andri Silberschmidt has been political-
ly active since 2011 and has been President of
Jungfreisinnigen Schweiz since 2016. He was
recently elected to the Parliament of the City of
Zurichforthe FDP.

“The financial sector
in Switzerland is healthy
and well capitalised”

Mark Branson | CEO of the FINMA

Mark Branson has been a CEO of FINMA since
1 April 2014. The British-Swiss dual citizen and former

investment banker is confronted with a dynamically
changing Swiss financial industry. He comments on
the state of the Swiss Financial sector and explores
on regulation for sustainable investing.
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Mark Branson, you have been CEO of
FINMA for five years. How has this institu-
tion changed over the course of your
employment and how do you plan to shape
itinthe future?

| have been at FINMA almost since its start ten years
ago. Born in the financial crisis, FINMA needed to find
its feet rapidly, and has since grown into a respected,
robust and independent institution. Having the chance
to take over the reins five years ago was of course a
great privilege. But it enabled me rather to continue the
course we were already on than change direction: de-
livering ever more professional, direct, risk-oriented
and credible supervision.

After the financial crisis we saw a tremen-
dous amount of new regulation introduced
in Switzerland but also on a global scale.
Over the years, Finma has expanded
significantly, from 328 full-time employ-
eesin2009to 534in2017. Is this an
indicator of over-regulationin the finan-
cialindustry?

No, the targeted increase in our resources in the four
years after the crisis was necessary, independent of
the changes in the regulatory environment. It was
more a matter of learning from the lessons of the fi-
nancial crisis. Supervision before the crisis was not
sufficiently direct and was understaffed for the scale
ofthe challenge. Expectations of supervisory author-
ities rightly increased following the crisis, worldwide.
Supervision could no longer credibly be carried
out as desk work or devolved to audit firms. This
meant that growth was necessary at first — more but
also more experienced staff. Since 2014, staffing
has been stable. We need to realise efficiencies
ourselves to invest in combatting new and emerg-
ing risks.

Switzerland has the potential to become
amajor playerin the FinTech ecosystem.
However, thisrequires innovative and
dynamicregulation. Yetinrecentyears
Finma has shown arather pragmatic
approach by acting on acase-by-case
basis. Where does FINMA stand on FinTech
companies and where do you see major
challenges for Finmain adapting to these
innovative business models?

Innovation is important for the future of our financial
centre. New technologies offer new chances here. On
the one hand, we try to make sure that innovators do
not fail to succeed due to unnecessary regulatory hur-
dles. One example of this is the introduction of the new
FinTech licence, available since the beginning of 2019
and which we initiated. On the other hand, however,
we systematically take action against business mod-
els that attempt to circumvent the law under the guise
of innovation or new technologies. Let me put it like
this: FINMA says “yes” to innovation, but “no” to finan-
cial crime.

Do you observe anincreasing cyber threat
level to the financial sector due to techno-
logical innovations, e.g. digitalisation
within banks or FinTech companiesin
general?

We view cybercrime as the top operational risk for
the financial industry. As you say, the risks are in-
creasing as a result of digitalisation. Increased out-
sourcing also plays a role here. Overall the banks
and other financial market players seem to be well
aware of the risks. For obvious reputational and fi-
nancial reasonsitisin their own self-interest to man-
age these risks. But this does not mean that they are
all equally well prepared. In some cases IT infra-
structure is outdated. We as FINMA have increased
the intensity of our supervision in this area, have re-
cruited specialists with the necessary expertise and
will allocate still more resources going forward. We
must have the people who can ask the right ques-
tions and analyse and assess the answers, in this
very technical area. But the risks do not only affect
the individual financial institutions. They can affect
the whole system. Switzerland needs a defence
mechanism for dealing with cyber risks across the
entire system.

Due to therecentlowinterestrate environ-
ment, manyinvestors are seeking alterna-
tive investments. As aconsequence, real
estate prices have surged. Is this at all
worrying given where we came fromin the
last financial crisis?

As you say, supposedly attractive investment opportu-
nities are rare. This is encouraging more people to in-
vest in real estate. We have seen extremely strong
growth in mortgage lending. This amount has doubled

in Switzerland over the last 15 years! Initially we were
concerned about the growth in mortgages for people
financing their own home, but here growth was suc-
cessfully slowed. In recent years we have turned our
focus to investment properties, or so-called “buy-to-
let”. Growth remains as strong as ever here: high levels
of construction activity, high prices and also re-
cord-high vacancy rates. Justimagine a city the size of
Bern or Lausanne standing completely empty. Overall
it is a risky mix. We will therefore continue to focus on
thisarea.

You used toworkin banking and decided to
move to aregulator. Has this experience at
all affected the way your institution ap-
proaches banks and designs its regulatory
endeavours?

In general, as a supervisory authority it is beneficial to
have employees with industry experience who know the
business. We rely on that for our direct supervision. To
ask the right questions we need practical and not just
theoretical experience and expertise.

You studied mathematics. Were there any
specific factors thatled you to pursue a career
infinance and regulation as opposedto a
careerin academics?

At English universities — back then, at least — a stu-
dent’s choice of degree was not necessarily motivated
by a desire for a career in a particular sector. Things
were less cut and dried. It was about being interested
in pursuing a specific subjectin depth. It was about so-
called “training for the mind”. The career thereafter
was not predetermined by the choice of degree.

In your opinion, what are the most effective
means of mastering the balancing act of
ensuring security and stability in the
financial sector and remaining attractive as
alocation forinternational financial
institutions?

Firstly, security and stability are by no means incom-
patible with competitiveness. They can even be a
competitive advantage, particularly for secure and
stable Switzerland! Itis difficult to say where the limits
of this balancing act lie. It is clear that credible inter-
national standards provide a good point of reference
today. As far as calibrating financial safety require-

ments is concerned, as a small economy with a large
financial industry Switzerland has decided to err on
the side of stability, and rightly so. Regarding the
question of how in detail business should be con-
ducted, Switzerland is comparatively liberal and very
principle-based. Here we try to keep complexity as
low as possible. But ultimately itis always a combina-
tion of factors that make a financial centre competi-
tive. This goes beyond purely regulatory issues. And
Switzerland has plenty of trump cards to play here.

For the last ten years we have seen continuous
economic growth, yetrecently anincreasing
number of financial analysts have predicted a
downturninthe economy. How fitis the Swiss
financial sector to overcome these challenges
and where do you still see potential forim-
provement?

Fundamentally, the financial sector in Switzerland is
healthy and well capitalised. Butthere are big challeng-
es. Virtually all financial intermediaries — and this ap-
plies across much of the world — are negatively affected
by the prevailing low or negative interest rate environ-
ment. But such challenges also make market partici-
pants fitter. The scarcity of investment opportunities
and tendency towards overheating if interest rates re-
main low is one issue. The potentially turbulent conse-
quences of an exit from the low interest rate environ-
mentare another.

Banks in the Swiss financial sector, and
primarily our systemic banks, have beenin the
focus of foreign authorities for some time,
mostrecentlyUBSin France. Howdoes Finma
engage in this dialogue with the management
of the accused banks?

Here we are dealing with legacy issues from a time
when cross-border wealth management operated un-
der very different circumstances in Switzerland. But a
lot has changed- just think of the automatic information
exchange between tax authorities. However, we do of
course monitor closely how institutions are dealing with
these kind of legacy issues.

Will Mark Branson ever return to afinancial
institution as aboard member or CEO?

There are no plansto do so. lam completelyfocused on
my currentrole.

Mark Branson
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Larry Finkrecently predicted that within five years everyone
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would calculate the value of abusiness throughitsimpacton B ==
society, politics and the environment. Do you agree? And do ¢ i (2
you think a shift away from traditional, financial valuation g

methods would be at all possible?

If the question is whether political, regulatory or environmental
risks are importantin how a company isvalued, thenthe answeris
yes. Such risks can strongly influence a company’s future growth
prospects.

Mark Branson
Many companies voluntarily publish a Corporate Social Responsi-
bility Report. Should this be mandatory, and would it have an Mark Branson (1968) has been Chief Executive
Officer (CEO) of the Swiss Financial Market Su-
pervisory Authority FINMA since 1 April 2014. He
joined FINMA on 1 January 2010 as Head of its
Banks division and was appointed Deputy CEO
on 1February 2013.

impact onthe way companies engage inbusiness?

Glossy reports can be fig leaves or a form of “greenwashing”. | see
more merit in identifying and disclosing sustainability-related risks
inastructured way.

As CEO, Mark Branson takes overall responsibi-
lity for FINMA's operations. He also represents
FINMA on various national and international
committees, chairing the Swiss Committee on
Financial Crises and sitting as a member of the
Advisory Board ,Future of the Financial Centre®.
Since 1 November 2017, he has chaired the Re-
solution Steering Group (ReSG), and thereby
become a member of the Financial Stability
Board (FSB) Steering Committee. Mark Bran-
son also represents Switzerland as a member of
the Group of Central Bank Governors and Heads
of Supervision (GHOS). During his time as FIN-
MA's Banks division head, he was responsible
for the licensing and supervision of all Swiss
banks and securities dealers.

Before joining FINMA, Mark Branson worked at
UBS from 1997 to 2009. His final role was Chief Fi-
nancial Officer (CFO) of the Wealth Management
and Swiss Bank division in Zurich, where his res-
ponsibilities included finance and risk control. Pri-
or to that, he was country manager for Japan, as
CEO of UBS Securities Japan Ltd. From 2001 to
2005, he was group communications chief over-
seeing communications and branding for the
whole of UBS. Previously, he held various Lon-
don-based posts within the UBS Group and, be-
fore that, the Credit Suisse Group.

Mark Branson, who is both a Swiss and British ci-
tizen, read Mathematics and Management Stu-
dies (M.A.) at Trinity College, Cambridge, and
earned a Master’s degree in Operational Rese-
arch (M.Sc.) fromthe University of Lancaster.




“We are top
of wood!”

Bruno Abplanalp | Chairman of the Board neue Holzbau AG

Bruno Abplanalp is the Chairman of the Board of Hid-
den Champion neue Holzbau AG in Lungern. The com-
pany is among the world leaders in the field of wood
engineering and is expanding into new markets such as
Great Britain. “Wood is the construction material of the
future” and according to Bruno Abplanalp the neue Hol-
zbau AG will continue to play a leading role in this.
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When did it become clear to you thatthe
company ,,neue Holzbau AG* in tranquil
Lungerninthe canton of Obwalden has the
potential to advance tobecome aleading force
inthe field of timber construction engineering?

Timber construction in Lungern has a very long tradition,
asthefirstpatentfortimberelementwalls was filed by the
brothers Gasser in 1916. Many wooden houses, kinder-
gartens, school buildings etc. were built with the system
from 1930 onwards. It was always clear to me that wood
as a material has great potential in the construction of
buildings. From the recruitment of employees from Inter-
laken to Lucerne, the Lungern site is a very interesting
area for specialists. We want to play in the Champions
League, thisis only possible with good co-entrepreneurs
who think like entrepreneurs and contribute theirideas.

You areregarded as avisionaryin timber
construction, what are the limits from your
point of view? Is there a construction project
that could notbe realized withwood?

In the construction of buildings there are almost no
more boundaries for the timber construction today, we
already build skyscrapers up to 100m height and this is
only the beginning. If we add all the environmental de-
bates now and in the future, wood, which is always a re-
newable resource, will dominate building construction.
However, the large viaducts in road construction with
today‘s frequencies and loads are heavy and not
cost-efficientto build withwood today.

You have opened an officein London, whatdo
you think about different markets? Like Asia?

We are a small group in Lungern and must use our re-
sources accordingly. London alone has more inhabitants
than the entire country of Switzerland. It will take time to
build up this market. The new Holzbau AG is the specialist
in engineering wood construction and supplier of special
wood components. There are around 1,000 wood-related
architectural firms in the Greater London area - so we are
onlyatthe beginning of ourtrip to England.

Further markets will be added. At the moment we have
beautiful projects in progress in Norway, and we were
also able to supply beautiful wooden structures to Aus-
tralia. The next market in which we would like to expand
asniche players will be Canada.

Wood lives! To what extent must this be taken
into account during the construction process?

Wood is a natural product with incredible characteristics:
A lightweight material with great static properties, beau-
tiful, comfortable, warm, harmonious, inspiring, activat-
ing and simply health-promoting. In timber construction,
the client has process security through high prefabrica-
tion in controlled and air-conditioned production halls,
costand deadline security and alifecycle approach.

Inyour opinion, whichwas the
most challenging project and why?

There are three objects that spontaneously come to
my mind: New construction of the competence cen-
tre for the Pilatus aircraft works in Bouchs with a free
span of 52 x 200 m, two tennis halls on the Blirgen-
stock with a rhombic surface supporting structure,
roof shape like a polished diamond and the new con-
struction of the Matterhorn Glacier Ride ,The highest
3S track in the world“ on the small Matterhorn at
3,821 mabove sealevel.

Which object are you particularly
proud of and why?

The new school building in Sydney. Here the whole
project was planned with Building Information Model-
ing (BIM). With Building Information Modeling (BIM),
the physical building receives a digital twin. There,
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those responsible can identify and solve existing prob-
lemsinadvance. This savestime and money. There was
never an employee from the new Holzbau AG on site for
a meeting. The transport of the special components in

Bruno Abplanalp

wood was shipped to Australia in large foot containers.
The trip lasted about 3 months.

Yourroleinthe newHolzbau AG changed
recently. How do youintend to strategically
alignthe new Holzbau AG and where do you see
the companyin 10 years?

During 2019, the structures in particular will be revised
and adapted. Then we are involved in various interest-
ing research projects in which new, forward-looking
ideas are put into practice. Industry 4.0 will also be a
major topic: What does this mean for the new Holzbau
AG, where can or do we want to benefit from it? To-
getherwith the Department of Architecture, Wood and
Construction (AHB) of the Bern University of Applied
Sciences, we will submit a projectto the CTI (Commis-
sion for Technology and Innovation of the Swiss Con-
federation) to help us introduce the digitalisation of in-
dustrial productionin our company.

86 Do you see aesthetics or functionality in the
foregroundintimber construction?

Wood as a building material has a millennia-old tradi-
tion. Today, timber construction is more efficientthan
ever before. New processing and joining techniques
have decisively increased the range of applications.
With the development of the GSA® technology, the
new Holzbau AG has achieved a leading position in
fastening technology. Large spans, elegant arches

and filigree structures are no longer a problem. Dif-

ferent types of wood extend the spectrum and appli-
cation possibilities in architecture. In the forest grows
a true miracle and supplies us the raw material sus-
tainably, ecologically and always regionally renew-
able. For this we bind about one ton of CO2 with each
m3 of wood used. There is no other building material
that only approximately possesses all these positive
properties.

Wood covers the question of aesthetics by nature, so to
speak. The functionality is given with the structure of the
wood and with new traversing techniques. As a result,
aesthetics and functionality go hand in hand in timber
construction.

Howdo yousee wood as an asset
in afinancial context?

The climate debates and the demonstrations of
young people all over the world will certainly have
consequences and will not leave political and eco-
nomic variables untouched. It may well be that major
climate issues will become investment products
in the future, i.e. we invest in the future and our envi-
ronment.

What makes the new Holzbau AG
Lungernunique?

The new Holzbau AG accompanies its customers from
the earliest stage (project idea) to the realization. We
are the link between the builder, the woodworker, the
carpenters, the architects and the engineers. We make
sensible use of wood as araw material.

We are TOP OF WOOQOD.

Bruno Abplanalp

Bruno Abplanalp originally completed an
apprenticeship as a carpenter. After various
further training courses in management and en-
gineering, he was appointed CEO of the new
Holzbau AG in Lungernin 2010 after working the-
refor 12 years. This year Bruno Abplanalp moved
to the Board of Directors, where he holds the role
of Chairman.
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“Ultimately, the aimisto
develop a corporate culture
iInwhich employees are
intrinsically motivated”

Antoinette Hunziker-Ebneter | CEO and founding partner of
Forma Futura Invest AG

Antoinette Hunziker-Ebneter and her company Forma
Futura Invest AG were among the first actors to invest
exclusively in sustainable companies. However, the
former head of the Swiss Stock Exchange and current
Chairman of the Board of Directors of Berner Kanton-
albank AG is not only a pioneer in this area, she also
contributed to rethinking part-time employment as a
C-Level employee.
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Interview with Antoinette Hunziker-Ebneter

You studied at the University of St. Gallen. With
what feelings do you think of your time there?
Are there specific experiences thathave
remained special toyou?

My study time was beautiful and intense. | worked part-
time and therefore had to focus strongly during my stud-
ies and also rely on the information and manuscripts of
my fellow students. | like to remember the intensive and
valuable discussions with Professors Hans Christoph
Binswanger and Franz Jaeger and my fellow students.
We spent nights cooking and discussing with the latter.

You made the news when you started off as Chair-
man of the Board of Directors of BEKB and cut your
own salary substantially. What were the reactions
of colleagues (from the financial sector)?

Itremained surprisingly quiet. Saying nothing
isalso a statement.

What is your stance onvariable remuneration
models? Do they address the employee’s
individual interests more than the long-term
success of the company? If so, whatremunera-
tion models would compensate for this effect?

Yes, there is a danger of this depending on the design of
the models and the defined objectives. The success of a
company can only be achieved together. It depends on a
great deal of factors, also on market development and
therefore on luck. If, in addition to a fair fixed salary, addi-
tional remuneration ought to be granted, then it would
make sense forallemployeesto participate inthe success
ofthe company relative to their fixed salary and to limit the
variable component upwards. Furthermore, the appreci-
ation of employees should not only “flow” in the form of
money, but also in the form of respect, constructive criti-
cism and praise as well as opportunities to develop. Ulti-
mately, the aim is to develop a corporate culture in which
employees are intrinsically motivated. An important man-
agementtaskisto setmeaningfuland appropriate goals.

As head of the Swiss Stock Exchange, you
worked part-time. How was this possible and
what were the major challenges you faced?

In order to work part-time as CEO, | had to negotiate 6
months. Otherwise | would not have accepted the posi-
tion. Itisimportantto have a clear attitude and the cour-
agetosayno.

As a part-time CEO, | took even more care to surround
myself with an excellentteam and to keep them well in-
formed. In the case of part-time employees, more at-
tention needsto be paid to communication.

The St. Gallen Management Model is generally
perceived as a curse rather than ablessing,
especially by assessment year students of the
University of St. Gallen. According to them, itis
too complex and not applicable in practice. In
the past, however, you have been a proponent
of the St. Gallen Management Bible. What are
the strengths of the SGMM and how do you
assessits practicalrelevance?

The integrated point of view is crucial for me. This has
contributed to the fact that | do not see the company as
an isolated body in relation to the environment and so-
ciety, butthat every company is part of a larger ecosys-
tem that sustains life in the world and must therefore
make a meaningful contribution to it. A company is in
many ways dependent on the people and natural re-
sources of the planet. The business, the projectidea or
the business plan must be considered from the point of
view of all stakeholders.

The theory of the St. Gallen Management Model was
important, but its application and practical tasks were
also central. Atthe HSG, forexample, | learned to reach
areasonable goal with limited resources in a short peri-
od of time, either alone or together with other people,
while at the same time building up know-how and fur-
ther developing myself. | have been using these skills
every day since | started working in the finance industry
over30yearsago.

How would you describe the changesin your
leadership style over the last few years and
did the St. Gallen Management Model play a
role in this?

My management style has not changed, it is coopera-
tive and situational. | demand top performance from my
employees, and this also applies to myself. | enjoy
working with various teams. Fair communication is im-
portant to me. | exchange ideas with the knowledge
carriers. In my first full-time position | was an option
trader. | still fundamentally like this product. | like to think
in scenarios and, together with my colleagues in man-
agement and the board of directors as well as the em-
ployees and customers, | want to generate new oppor-

tunities and develop meaningful solutions for our
customers. As an entrepreneur, | enjoy the freedom to
do so today, since as an employed manager | enjoyed
lessfreedominthisregard.

You have rejected an offer from Goldman
Sachs. What were the reasons for this? Did you
regret not taking the offer at any point?

Forme, the culture was the decisive factor. It was too hi-
erarchical for me. In addition, the former trainees at 85
Broad Street in NY “adored” their superiors. | can’t do
that. In Switzerland we don’t have “kings” and “emper-
ors”. | prefer a dialogue at eye level, thus, | have not re-
gretted this decision. | am grateful to Goldman Sachs
for leading my way into the options industry thanks to
my part-time position with them. | still maintain contact
with myformer bosstoday.

You are co-founder of the waterkiosk founda-
tion. How did thisidea come about and how did
youimplementit?

When we at Forma Futura’s wanted to know who
could provide us with competent information on the
technology and sustainability of solar systems, we
came into contact with the Technical University of
Rapperswil. From a sustainability point of view, it is
relevant whether a solar system will last twenty years
or two years, how much energy it supplies and which
materials are used. The exchange with the profes-
sors and researchers at the Institute of Solar Tech-
nology gave us the idea of modifying a solar thermal
system in such a way that pasteurisation takes place
as efficiently as possible and biologically contami-
nated water becomes drinkable. We conducted ini-
tial tests with EMPA/EAWAG. A SOWADIS station,
which was developed at the Technical University
Rapperswil and produces drinking water for 500 peo-
ple in schools, hospitals and villages, costs around
CHF 5,000 as a single unit - so we began to setup a
foundation that collects donations and now provides
access to clean drinking water for around 100,000
people innortheastern Tanzania.

The University of St.Gallen, as many other
universities, is home to alarge variety of
associations inwhich students canengage free
of charge. However, this also requires time,
whichis not spent studying and there is arisk
that the grades may suffer. What would you pre -

fer from an applicant, to have outstanding
grades and no commitment to an association,
orgood grades and acommitmentto an
association? Why?

Clearly good grades and commitment during your stud-
ies. HSG students are characterized by their extracur-
ricular commitment. If they no longer have the capacity
for such activities in the future due to their scope of per-
formance, they will lack important competences that
are sought after in practice. The best decisions are
made when economic, social and ecological aspects
are taken into account. It is important to gain experi-
ence in all these areas. This is personally and profes-
sionally enriching.

What do you think about sustainability rankings
for companies, whereby (commodity) corpora-
tionsregularlyrank atthe top?

Sustainability rankings are important. But we have the
responsibility to question them and develop them fur-
therinline with ourvalues and requirements. Thatis why
we at Forma Futura have developed our own approach.
Every company, every pension fund and every investor
must define forthemselves what sustainability means to
them and what criteria they apply. BEKB has also clear-
ly defined what sustainability means and adapted the
equity and bond universe accordingly.

With your company Forma Futura Invest, you
offer an assetmanagement service which
exclusivelyinvestsin sustainable companies,
without making compromises on the returnon
investment. Whydon’tall assetmanagers
follow this path?

It takes time to develop sustainability analyses. That
means more effort, not more money. Thisis already un-
attractive for many people. People need to be aware of
how vulnerable our planet and therefore our livelihood
is and that we must therefore be careful with all our re-
sources.

Larry Finkrecently predicted that within the
nextfive years, alarge proportion of people will
assess the value of acompany throughiits
impacton society, governance and the environ-
ment. Do you agree? And do you consider a
shift away from traditional, predominantly
financial valuation methods at all possible?
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Yes, lagree. Thatiswhy itisimportantto consistentlyin-
ternalize externalities. A company that pollutes the en-
vironment should have to pay for this itself. This then
flows into the evaluation of the company or into the pric-
es for the customers. It is not acceptable for taxpayers
to have to pay forthe compensation.

Traditional valuation methods are still important. How-

Antoinette Hunziker-Ebneter

ever, they must be complemented by the internalisation
of externalities and a look at the challenges (economic,
ecological and social) of our time. Such an expanded
view can lead to new business models or products/ser-
vices that make effective contributions to the econom-
ic, ecological, social and cultural preservation.

Youwere one of the firstwomenin aleadership
positionin the financial industry. What are the
most effective ways to achieve this? Do you
considerwomen’s quotas to be the right way?

| am a liberal person and therefore fundamentally
against quotas. But the process of promoting women
takes too long. | am tired of hearing this because | have
been working for over thirty years to promote women
and men - both of whom are needed. Thatiswhylamin
favour of temporary quotas for women on boards of di-
rectors of listed companies. The board members are

then responsible for promoting diversity in companies.

The best measure is to promote diversity within the
company itself, to consistently offer part-time positions
- as BEKB does - and to provide regular further training
aswellas arole model so thatwomen managers can be
developed from within their own ranks. | look forward to
the day when this question becomes obsolete.

Py
& =

G3OGOGO GO GO GG,
DGO GC
G DD EGDGDGEGG]
) ’)@@C%@@@@@Q

Antoinette Hunziker-Ebneter

Antoinette Hunziker-Ebneter has been CEO and
founding partner of Forma Futura Invest AG, anin-
dependent asset management company for pri-
vate and institutional clients focusing on invest-
ments that are financially sound and promote a
sustainable quality of life. Further, she has been
President of the Board of Directors of the Berner
Kantonalbank AG (BEKB) since May 2015.

Antoinette Hunziker-Ebneter has over 30 years’
experience in finance and risk management, a
Masters degree in Business Administration from
the University of St. Gallen (lic. oec. HSG), as
well as a Swiss Banking School diploma. As a
member of the executive board she was respon-
sible for Trading and Sales at Bank Julius Bar &
Co. until 2005. Prior to that, she was President of
the Swiss Stock Exchange (SWX Group). In the
mid-1990s, she was responsible forthe develop-
mentand commissioning of the Electronic Stock
Exchange in Switzerland (EBS).

In addition to her professional activities, Antoi-
nette Hunziker-Ebneter is also committed to
sustainability as co-founder of the charitable
waterkiosk foundation, whose projects enable
access to clean drinking water in underde-
veloped countries.
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