
 

 

 

 

 
 



 

Who Is BhFS? 

A Spin-Off Company of the University of Zurich

The financial sector is the most knowledge intensive 
industry in our society. One of its missions is to pro-
vide us with support in making savings, investment 
and insurance decisions in calm and also in turbu-
lent times.  
 
BhFS Behavioural Finance Solutions bridges the 
needs of the financial sector with the academic 
knowledge in Finance. BhFS was founded in 2007 as 
a spin-off company of the Institute of Banking and 
Finance at the University of Zurich. We are a team 
of highly trained professionals specialised in Behav-
ioural Finance. As academics we are at the fore-
front of developing new ideas and innovative tools. 
We have published several scientific articles in aca-
demic journals and books. Moreover, we regularly 
give presentations to professional audiences on 
topics like Behavioural Finance, Stochastic Sys-

tems, Financial Economics, Evolutionary Finance, 
Quantitative Finance, and Operations Research. Our 
strong scientific background and cohesive under-
standing of private banking helps us to offer a 
unique and structured approach to financial advi-
sors in order to help them better understand their 
clients’ unique behaviour, needs and decision-
making processes. As recent research in the field of 
Behavioural Finance demonstrates, the solution to 
financial decision making problems strongly de-
pends on how investors consider the outcome of 
their investments with respect to their investment 
goals, their aversion to losses and their perception 
of risk. 
 
At BhFS our objective is to connect you to a plethora 
of financial knowledge and guide you towards opti-
mal results.  

 



 

 

Behavioural Finance 

The Psychology Of Financial Decision-Making 

The following example illustrates the importance of 
Behavioural Finance to develop structured wealth 
management processes.  
 
Christian Kuhn is 30 years old and lives in Zurich. 
Christian completed an MBA in public relations and 
gained extensive experience working for several PR 
companies. He created his professional network 
and wants to start his own company in the next few 
years. He just got married and plans to buy a new 
house together with his wife. In order to finance his 
own business and the new house, Christian would 
like to safely invest 500,000 CHF to increase his 
capital to 650,000 CHF over the next 3 years. Chris-
tian knows very little about financial markets, but 
his friends told him that a 10% yearly return can be 
easily achieved. Moreover, during the last few 
weeks the market recovered from a previous crash 
and Christian is convinced that he should aggres-
sively invest in stocks to profit from the positive 
momentum.  His goals are very important to him. 
Christian has dreamed of owning his own business 
since he was 18 years old and started making plans 
for the new house with his wife several years ago. 
 
While Classical Finance would classify Christian as 
an aggressive investor who wants to achieve high 
returns, Behavioural Finance describes Christian as 
a loss averse, overconfident investor with two spe-
cific investment goals which are treated independ-
ently (narrowly framed) and are equally important 

to him. Christian and his wife would consider not 
reaching both goals as highly unsatisfactory. How-
ever, Christian misperceives the opportunity offered 
by the market and is excessively confident about the 
outcome of investing his capital into stocks. His 
misperception is probably generated by his ten-
dency to project the current market condition into 
the future (the so-called representativeness bias) or 
by the high performance achieved by his friend (fol-
lowing a herding behaviour), while his understand-
ing of financial markets is very limited. 
 
With his misperceptions and limited understanding 
of financial markets, Christian will expose himself 
to risky investments, which he cannot afford. This 
will lead him to immediately reconsider his invest-
ment decision based on emotional factors whenever 
the performance appears unsatisfactory. Conse-
quently, his actual goals and risk preferences will 
become irrelevant; while they should be the main 
determinants of investment strategies. 
 
Behavioural Finance has a deep understanding of 
risk preferences (loss aversion, risk aversion, in-
vestment goals which act as reference points) and 
psychological biases (overconfidence, representa-
tiveness bias, herding behaviour). Using Behav-
ioural Finance concepts to develop an advisory 
process allows financial advisors to identify clients' 
misperceptions and to characterize the risk profile.  
 

 

  



 

 

Our Advisory Process 

We Provide A Structured Approach 

Our methodology is based on a systematic investor-
profiling framework, which puts client understand-
ing at its core and sets client satisfaction as the 
goal.  
 
Our primary advantage is our ability to identify why 
and how investors deviate from the rational deci-
sion-making process. Thanks to our understanding 
of the behaviour of individual decision-makers, we 
developed a structured process to address clients’ 
misperceptions and risk preferences, and link them 

to an individual asset allocation. The process is 
based on three modules, which can also be used 
independently from each other: Diagnostics, Learn-
ing and Risk Profiling.  Diagnostics provides a clas-
sification of clients along the two dimensions of 
Emotionality and Financial Knowledge. Learning is 
a tool to discuss with clients the basic principles of 
finance and financial markets. Risk Profiling uses a 
behavioural model to characterize clients’ risk 
preferences and derive asset allocations which op-
timize a match with clients’ risk profiles. 

 

Diagnostics 

The Diagnostics part consists of questions which 
measure clients’ emotionality and financial knowl-
edge. Individuals are exposed to a number of bi-
ases that affect their decision-making behaviour. In 
financial matters, biased decisions lead to a sys-
tematic loss of money. It is one of the advisor's 
main duties to help clients avoid falling into psy-
chological traps in the wealth management proc-
ess. To do this, advisors need to determine which 
part of the clients’ choices is driven by behavioural 
biases and which part mirrors behavioural aspects 
of their preferences.  
 
With a few questions you can test your clients’ un-
derstanding of different asset classes; the notion of 
volatility or the benefit of diversification amongst 
others. Emotions are tested with some simple case 
studies. The result is an easily comprehensible 
classification along the two dimensions of Emo-
tionality and Financial Knowledge that can be used 
to specify the appropriate advisory approach. Cli-
ents’ classification may either call for a discretion-
ary handling of the assets or for strong advisory 
help. 

 

 
 
 

 
 
 



 

 

Learning 

The learning part is aimed at giving an understand-
ing of how markets can behave, what common mis-
takes an emotional investor can make, why it is 
important to know your clients’ risk preferences 
and where exactly BhFS can come into play.  This 
part is essential for improving the quality of the 
answers in the risk profiling part. 
 
 

Risk Profiling 

The final stage consists of concise questions ad-
dressing clients’ risk preferences. Reponses from 
the questionnaire are fed into a mathematical 
model, which calculates clients’ gains, losses and 
risk. Our Risk Profiling module provides you with 
concrete and relevant information on your clients’ 
risk preferences and investment goals, as well as 
the corresponding asset allocation. 
 
The first four questions will yield a complete pic-
ture of your clients’ characteristics and what they 
truly expect from their investment: 
 
Goals: What do your clients want to achieve with 
their investment? Do they plan for their retirement 
or for education? Only by specifying exactly what 
the clients’ goals are, will you be able to tailor an 
asset allocation to their needs.  
 
Investment: What is the amount the clients want to 
invest and how high is their reserve? What is their 
time horizon? This helps you anticipate the clients’ 
capability to handle losses and how their behaviour 
in stressful times might change. 
 
Expectations: What is their desired level of return? 
When will the clients be disappointed with the per-
formance of the portfolio? Assessing the clients’ 
precise expectations enables you to anticipate their 
behaviour in particular market conditions. 
 
Experience: How well do the clients know the dif-
ferent asset classes? Do they dislike one class ex-
plicitly or are they uncomfortable with it and want it 
to be excluded from the portfolio? By knowing how 
experienced your clients are, you will be able to 
assess how emotional they will react in a turbulent 
market situation. 
 

 

 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 



 

 

 
 
  

Finally, there are three behavioural factors that 
best describe your clients’ perception of risk. Ana-
lysing these factors will give you a clear picture of 
how your clients want to see their money invested. 
 
Attitude towards losses: How loss averse are the 
clients? I.e. How much do they dislike losses com-
pared to how much do they like gains? 
 
Attitude towards uncertainty: How much uncer-
tainty are they willing to accept in order for the 
potential of higher gains? 
 
Investment temperament: What are the clients’ 
sensitivity to short-term drawdowns? Do they 
rather want to sit it out or restructure the portfolio? 
 
The intricate behaviour of your clients and their 
attitude towards risk are summarized in a distinct 
table. Not only does the risk profiling process cal-
culate how your clients experience risk, it also 
shows how much impact the three risk factors have 
on the clients’ profile.  
 
Our model provides you with an asset allocation for 
your clients. The model also allows for several 
feedback opportunities, which will help you im-
prove the clients’ understanding of the proposed 
investment solutions. We also report a set of key 
figures and a scenario analysis, which enables you 
to anticipate the performance of clients’ asset allo-
cation under specific market conditions. 
 

 
 
 

 
 
 

 



 

 

Our Products 

Improve Your Advisory Process With Behavioural Finance

Through our products, you will be able to appropri-
ately answer the following questions for your cli-
ents: 
 

• How do I access the clients’ risk profile? 
• When do rules of thumb negatively affect in-

vestment decisions? 
• How should I find an optimal asset allocation 

for my clients? 
• Which investment products are optimal from 

the clients’ perspective? 
• When is it wise to rebalance the portfolio 

during the course of investments, and is it 
better to take the profits or increase the 
risks? 

• How should I adjust the asset allocation over 
my clients' life cycle? 

    

Risk Profiling 
You will have access to our customisable Risk Pro-
filing tool, which will assist you in your advisory 
process. 
 
Upon approval of the relevant questions by you and 
your team, we organize the optimum framing of the 
questions for your clients. This is to ensure that you 
best understand the questions, the responses are 
most accurate, and the Risk Profiling is optimally 
implemented in your client advisory process. With 
an IT solution provided by BhFS, specialized optimal 
portfolios are promptly accessible for daily use. 
 
 

Consultancy 
We offer you assistance in developing a Wealth 
Management Process enriched by the advances of 
Behavioural Finance. 
    
Private BankingPrivate BankingPrivate BankingPrivate Banking    
To assist you in organizing an investment process 
where the dissonance between the decisions inves-
tors intend to take and those they do take is mini-
mized. This allows investment goals to be reached 
and investors to be satisfied. 
 
Software Development Software Development Software Development Software Development     
We have a deep understanding and practical experi-
ence in engineering software. Therefore, we can 
assist you in developing computer tools that inte-
grate smoothly in your existing IT structure and 
facilitate your management process.  
 

Executive Teaching 
To further maintain your competitive advantage, 
BhFS also offers popular introductions to Behav-
ioural Finance as well as other areas of Finance to 
professionals in private banking. We present essen-
tial concepts in Behavioural Finance, especially in 
the context of their application through our ser-
vices.  
 
In-depth presentations to Executive Staff with a 
concentration on technical information are also 
available 
 

  



 

 

Sample Projects 

Our Versatility Helps Us To Address Your Specific Needs

 

AGFIF International AG 

We provided this independent Wealth Manager with 
a solution package. The package included the 
aforementioned risk profiling and an investment 
proposal tool. Our instruments support AGFIF In-
ternational AG in calculating the right investments 
for their individual clients. They decided to not per-
sonalize our products and apply our standard pack-
age. 
 
 

 
 

Baloise Insurance & Bank SoBa AG 

Our services for this renowned Swiss insurance 
company and its bank were twofold: 
 

Investment Tool 
The Bank constructed a new asset allocation tool 
and we provided software components based on our 
expertise. These components contained our ques-
tionnaire but were tailor-made based on the com-
pany’s needs. Additionally, we constructed an asset 

allocation optimizer, which the company integrated 
in their software system. Also, this optimizer is 
based on our expertise but was developed closely 
with the company. 
 

Insurance Tool 
To address the needs of an insurer we used the all-
finance properties of Behavioural Finance. We de-
veloped and implemented a behavioural decision 
model to evaluate the insurance products with re-
spect to clients’ risk preferences. More specifically, 
the tool finds optimal allocations of clients’ avail-
able budget to cover their needs for insuring 
against events like death and disability, and to save 
money for their pension. 
 
 

 
 

Irontrader – Die Show 

This online show developed by the well-known 
German Wall Street talking head Markus Koch 
casts traders. They had to prove their trading skills 
in several evaluation rounds. We tested the candi-
date’s trading ability to cope with problems arising 
in Behavioural Finance in several scientific experi-
ments. Additionally, we taught them the principles 
of Behavioural Finance. 

  



 

 

Our Team  

Get To Know Us 

Prof. Dr. Thorsten Hens 
 

Thorsten Hens is Swiss 
Finance Institute Pro-
fessor of financial eco-
nomics and Director of 
the Institute for Banking 
and Finance, University 
of Zurich. After his PhD 
at University of Bonn, he 
held positions in Biele-
feld, Paris and Stanford. 
He is also an adjunct 
Professor at the Finance 
Department of the Nor-

wegian Business School in Bergen. He is the Scien-
tific Coordinator of the National Centre of Compe-
tence in Research "Financial Valuation and Risk 
Management". Thorsten Hens is a CEPR Research 
Fellow and he collaborates in the European Science 
Foundation project "Behavioural Models in Econom-
ics and Finance". 
 

Prof. Dr. Enrico De Giorgi 
 

Enrico De Giorgi is Pro-
fessor of Mathematics at 
University of St. Gallen 
and Head of the Profile 
Area “Quantitative Eco-
nomics Methods”. He 
holds an MS in Mathe-
matics from the Swiss 
Federal Institute of 
Technology, Zurich and a 
PhD in Economics from 
the University of Zurich. 
His research interests 
are decision analysis, 

Behavioural Finance and risk management. Cur-
rently, he is Associate Editor of Management Sci-
ence and a member of the national Centre of Com-
petence in Research "Financial Valuation and Risk 
Management".  

 

Dieter Niggeler 
 

Dieter Niggeler holds 
an MSc in Software 
Engineering from the 
University of Bern and 
an MA in Finance from 
the University of Zurich. 
From 1995 to 1998 he 
worked as a Software 
Engineer at the Union 
Bank of Switzerland 
(UBS). From 1999 to 
2006 he joined COMIT 
AG for several projects 
in the banking business 

as a senior software engineer and architect. 
 
 
 
 
 
 

Contact 

BhFS  
Behavioural Finance Solutions GmbH 
c/o University of Zurich 
Plattenstrasse 32 
8032 Zürich – Switzerland 
 
Phone:  +41 (0)44 634 48 25 
Email:   info@bhfs.ch 


