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Disclaimer

This document has been prepared by Campden
Wealth Limited and is for personal use only. A number
of sources were utilized to research and profile the
characteristics of family offices. These were blended
into a mosaic analytical framework from which
Campden Wealth Limited conducted extensive
modelling and analysis. This information and data is
part of Campden Wealth Limited's proprietary data
and analytics structures and are non-commercial in
nature and specifically non-attributable regarding the
identity of any underlying family offices and individuals.

This document and the information contained herein
are provided solely for information purposes to
specific clients / prospects, and shall not be regarded
asinvestment research. It does not constitute an
offer, recommendation or a solicitation of an offer

to buy or sell any security, investment instrument,
product or other specific service, or recommendation
orintroduction of any specific investment instrument
orfinancial services or to effect any transactions or to
conclude any legal act of any kind whatsoever. Certain
services and products are subject to legal restrictions
and/or license or permission requirements and cannot
therefore be offered worldwide on an unrestricted
basis. No offer of any interest in any product will be
made in any jurisdiction in which the offer, solicitation
orsaleis not permitted, or to any person to whom it

is unlawful to make such offer, solicitation or sale.
Information contained in this document has not

been tailored to the specific investment objectives,
personal and financial circumstances or particular
needs of any recipient. Certain investments may not
be suitable for all investors. UBS Group AG and its
subsidiaries (hereinafter UBS) strongly recommend
toall persons considering the information in this
document to obtain appropriate independent
investment, legal, tax and other professional advice.
Neither UBS nor any of its employees provide tax
orlegal advice. Nothing in this document shall
constitute investment, legal or tax advice.

Although allinformation and opinions expressed in
this document were obtained from sources believed
to bereliable and in good faith, no representation
orwarranty, express or implied, is made as to its
accuracy, sufficiency, completeness or reliability, nor
is itintended to be a complete statement or summary
of the developments referred to in it. All information
and opinions expressed in this document are subject
to change without notice and may differ or be contrary
to opinions expressed by other business areas or
divisions of UBS or Campden Wealth Limited. UBS
and Campden Wealth Limited are under no obligation
to update or keep current the information contained

herein. Any charts and scenarios are for illustrative
purposes only. Historical performance is no guarantee
forandis not an indication of future performance.
Some charts and/or performance figures may not

be based on complete 12-month periods which

may reduce their comparability and significance.

This document may not be redistributed or
reproduced in whole or in part without the prior
written permission of Campden Wealth Limited
and UBS and no liability whatsoever for the
actions of third parties in this respect is accepted.
To the extent permitted by law, neither UBS,
Campden Wealth Limited nor any of their directors,
employees or agents accept or assume any liability,
responsibility or duty of care for any consequences
of you or anyone else acting, or refraining to act,
inreliance onthe information contained in this
document or for any decision based onit.
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Forewords

Dear reader,

At UBS, we constantly strive to improve the quality of the information we deliver to clients.
The Global Family Office Report is no different. This year, our aim was to shed more light
on what family offices have been thinking about macro trends in politics, business, society
and the environment.

The following pages reveal a degree of cautiousness — and in some cases, discomfort — over
geopolitical tensions and the short-term impact these could have on financial markets. In
response to this, we've found that many family offices are now re-thinking aspects of their
investment strategies.

But the long-term direction of travel is consistent.

Our findings revealed that private equity and real estate remain in vogue, with a growing
preference to invest directly and take operational control. It's interesting to see this hands-
on approach translate into outperformance. In the case of private equity, direct investments
where the family office played an active role in managing the business delivered a 16
percent return last year. The equivalent figure for private equity funds was 11 percent.

Another trend that continues to build momentum according to the findings is the adoption
of sustainable and impact investing. In the words of one executive, “this is not a passing fad”.
While many family offices believe there are still challenges to overcome in this space, sustainable
and impact investing are now widely seen as proven concepts that should be utilized.

So, while there is a palpable sense of caution, we can also see a confidence among family
offices that they can be bold and use their illiquidity advantage to see out any short-term
disruptions in financial markets.

Elsewhere in the report, it's encouraging to note a strong uptick in succession planning.
This is a complex issue spanning business, investments and family relationships, and it is
not easy to get right. Written plans are important, but they should be considered as part
of a broader process of preparing the next generation to take control.

We hope you enjoy this report and would like to thank all the families, executives and
advisors who contributed their insights.

Yours faithfully,

Chos[gaas

Sara Ferrari
Head UBS Global Family Office Group

The Global Family Office Report 2019

Dear reader,

In the last decade or so, the global family office space has gone from strength to strength.
Despite heightened geo-political, economic, and financial market turbulence, family offices
have experienced a rise in number, scale, and sophistication.

To help family offices on their journey, we continue in our efforts to make each Global
Family Office Report more in-depth, pertinent, and insightful than the last. To highlight some
of the key findings for 2019, we can report —

e Family offices’ average investment portfolio struggled to meet expectations in nine out of
13 asset classes this year, with the global average portfolio performance coming in at 5.4%
(Q1/Q2 2018 - Q1/Q2 2019).

e With 55% of family offices surmising that we are going to enter into a recession by 2020,
nearly half are battening down the hatches and realigning their investment strategies to
mitigate risk (45%), increasing their cash reserves, and / or preparing to capitalise on
opportunistic events (42 % each).

e Meanwhile, others are looking to the longer-term and injecting further funding into
sustainable and impact investing, with over a third of family offices now engaged in
sustainable and a quarter in impact investing. With predictions from these investors that
about one-third of their average portfolios will become sustainable and one-quarter impact
within the next five years, this is an important space to both watch out for and to assist
family offices with, as the future unfolds.

e Another area of growth that continues to influence not only the family office space, but the
business community more widely, is technology. A notable 87% of respondents agree that
artificial intelligence will be the biggest disruptive force in global business, while 56% agree
that blockchain technology will fundamentally change the way we invest.

These findings are a small sample of the useful information that has been compiled this year.

Many thanks to all the family office executives who took part in this research, providing

valuable contributions, made to benefit the whole community. A special thanks as well to our

partner, UBS, and to the Campden Research team, who worked most diligently to create

this report.

With that said, we hope you enjoy the read.

Yours faithfully,

Dominic Samuelson
Chief Executive Officer, Campden Wealth

The Global Family Office Report 2019
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PRIVATE EQUITY REAL ESTATE
Outshines Gains momentum

Real estate gained the greatest traction this year, with
allocations rising more than any other asset class, by 2.1

E Xe C u 't I Ve percentage points. The average return stood at 9.4%.

Private equity fared the best of all asset classes in
2019, achieving an average return of 16% for direct
and 11% for funds-based investing.
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recession by 2020. In preparation for the next 2323232 N2 s, while 57% agree that
economic downturn, 45% are realigning their NZNZ2323%2%% blockchain technology will
investment strategies to mitigate risk, while 42% rririru1r1i fundamentally change the
are increasing their cash reserves. way we invest.
INVESTMENT EQUITIES CYBER SECURITY POLITICAL OUTLOOK

1in5onthe US & China
hook threaten stability

Returns fade Slowing down

Based on self-reported returns, family offices’ overall

investment performance fell over the last year, with the Taking a dive from last year, developed market equities

average portfolio globally returning 5.4%. Family offices produced an average return of 2.1%: falling 5.2 20% of family offices have knowingly 91% of family offices believe that US/China relations
in Asia-Pacific and the Emerging Markets had the highest percentage points below expectations. Developing experienced a cyber security attack. The most common will have major economic implications in 2020, while
average returns at 6.2%, followed by North America at market equities returned -1.1%, trailing 10 forms of attack are phishing (76%), malware (33%), and 63% believe that Brexit will be negative for the UK as an
5.9% and Europe at 4.3%. percentage points behind expectations. social engineering (33%). investment destination in the long-term.
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1. The Family
Office Landscape

1.1 Introduction

1.2 Qverview of Participants

1.1 Introduction

"I read diligently so that | can learn and continue to
be a good steward of my family’s wealth.”

—Family Member and Managing Director, Single Family Office, North America

This year marks the sixth edition of the annual Global
Family Office Report. Since its inception, this report has
aimed to provide in-depth information and analysis about
the family office space worldwide.

The first year this report was published (2014), 205 family
offices participated. Each year this figure has grown, and
today 360 family offices from around the world have
kindly contributed to its production; 80% of which are
single family offices and 20% multi-family offices.

New additions to the report

Capturing a sizeable 4% of the entire single family office
universe, this year's report offers information about

a host of topics that are pertinent to family offices,
including investments, performance, sustainability,
operational costs, governance, succession planning,
cyber security, and more.

This year, we have also introduced two new chapters.
The first is dedicated to regional trends, with a plethora
of new information about family offices in North
America, Europe, Asia-Pacific, and the Emerging
Markets. The second is a look into the attitudes of family
office executives from around the world on hot topics
relating to economics, politics, technology, social equality,
the environment, and the evolving family office space.

Methodology

The Global Family Office Report uses a mixed
method, qualitative and quantitative research
approach. In addition to 25 interviews that were
conducted with senior family office executives
from around the globe, 360 surveys were collected
between February and May 2019 from family offices
worldwide. In turn, the quantitative findings within
this report are relevant from the date of collection.

One caveat to this is, however, the performance
data. To ensure that the most up-to-date data

was obtained, respondents were asked for their
average performance for the 12 months prior to
their participation in the survey (i.e. Q1/Q2 2018
—Q1/Q22019). In previous years, the performance
data came from global indices, not directly from
family offices, therefore one can expect a degree
of variation between the performance figures
denoted in this year’s report versus last year's.

The method for reporting year-on-year data has also
been updated. In previous years, the term ‘'multi-
year participants’ was used to identify statistics
that showed the difference in findings between the
present year and the previous year. In doing this, only
those family offices which completed the survey for
both years were included, which typically amounted
to roughly one-third of the overall sample.

In order to increase the sample size to give greater
weight to the findings, family offices this year have

instead been asked to provide data for both 2018
and 2019.

The Global Family Office Report 2019 7 of 87



1.2 Overview of Participants

The following outlines a profile of the family offices .
which participated in the research — Figure 1.2

Regional market breakdown of the core
360 family offices participated from around the globe fami |y office
In 2019, 360 family offices participated in the Global

Family Office Report survey, up 16% from 2018. Eighty In relation to where the family offices were

percent of participants were from single family offices headquartered, 36% were based in North America,
(SFOs) which were either independent or embedded in 32% in Europe, 24% in Asia-Pacific, and 7.8% in the
the family business, whilst 20% were private or Emerging Markets of South America, Africa, and the
commercial multi-family offices (MFOs) (figure 1.1). Middle East (figure 1.2).

Figure 1.1

Type of family office

36%

9.2%

]

i

W Single family office
(Independent from family business)

Single family office
(Embedded within family business)

W Private multi-family office
(A founding family before it is widened out to multiple families.
The offices are owned by families and operated for their benefit)

Commercial multi-family office (private multi-family offices
owned by commercial third parties - not the families - motivated
by profit-making ventures)

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding

North America

Bermuda, Canada, United States
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B Emerging Markets

Angola, Bahrain, Brazil, Cayman
Islands, Chile, Colombia,

Israel, Lebanon, SaudiArabia,
South Africa, United Arab Emirates,
Venezuela

m Europe

Austria, Belgium, Cyprus, Czech

Republic, Estonia, Finland, France,
Germany, Gibraltar, Greece, Ireland,

m Asia-Pacific

Australia, China, Hong Kong, India,

Isle of Man, Italy, Luxembourg, Malta,

Monaco, Netherlands, Norway,
Poland, Portugal, Russia, Spain,
Sweden, Switzerland, Turkey,
United Kingdom

The Global Family Office Report 2019

Japan, Malaysia, New Zealand,
Philippines, Singapore, South Korea
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Average family wealth USD 1.2 billion, average In relation to single family offices, from a regional

AUM USD 917 million perspective, the average family wealth in Europe stands
The average family wealth of those surveyed for atUSD 1.4 billion, while the average family office AUM
this report stands at USD 1.2 billion, while the is USD 861 million. In North Americaitis USD 1.3 billion
average family office has USD 917 million in AUM. for family wealth and USD 852 million for AUM. Asia-
The figures for those with a single family office are Pacific’'s averages are USD 908 million and USD 600
USD 1.3 billion in family wealth and USD 802 million million, while the Emerging Markets are USD 885

in AUM, and for multi-family offices USD 880 million million and USD 676 million, respectively (figure 1.4).

in wealth and USD 1.5 billion in AUM (figure 1.3).

Figure 1.3
Total family office, SFO, and MFO average AUM and average family wealth (USD), 2019

USD 1.5bn
USD 1.2bn USD 1.3bn
uUsD917m USD 80 USD 880m
SFOs + MFOs SFO MFO
& s\f\\@ ) 0@ 0\’3\ NN
Na W e® S &\ S
?92@@((0 6@6205\ ’A“Q’@q %“Q'@ & @{\\\‘\ » &
\?)ﬁ?f «O° R B \ﬂo&\ 129 R &
'\O)\‘% ’QQ(-) \,b\’b* 6<Oc’ (\?/’\ @( O
X o X
W° B ?\0@
Source: The UBS / Campden Wealth Global Family Office Survey 2019
Figure 1.4
Average single family wealth and family office AUM, by region (USD), 2019
USD 1.4bn
USD 1.3bn
usD861m usD 852m usD 908m USD 885m
USD 600m Usb676m
Europe ‘ ‘ North America ‘ ‘ Asia-Pacific ‘ ‘ Emerging Markets
N %«\\\‘\ N 6&\\* N 6&\\* N ?}«\\\*
<° o< ) o<° o< o<° o< O <° &< O
RESAN &@q W \\‘3@%‘0 &@q W \\@@gx\ &@g W \\@"OQK\ \\@\%q o
™ \Wg}\ P*O&s‘\\c‘?' W \&Qg}\ P*O;\s‘\\@ » @e’z}\ P*Oxs(\c?" » @eg\”\ P*OS\;{\&

Source: The UBS / Campden Wealth Global Family Office Survey 2019

10 of 87 The Global Family Office Report 2019

The surge in family offices came after

the millennium

Reflecting the more recent expansion of the family
office space, 68% of the family offices surveyed were
founded in 2000 or later, while over half serve the first
(53%) and second (61%) generations (figures 1.5/ 1.6).

Figure 1.5
Decade the family office was formed

100%

90%

80%
70%

60%

50%

40% 35% ‘gqon
30%
20% 1%
10% 71% 4.0% 1.1% 2.5% 57%. 11%
0% I
O o o 4 (D

FONESEC RN C OIS IR Pt v

¥ NS

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Figure 1.6
Generations served by the family office

100%

90%

80%
70%

53% 61%

60%

0% 48%
40%
30% 25%
20% 12%
10% 52% 43% 14%
0% ||
X S S
N A N AR NN ‘\(5\0“*

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% because respondents can select multiple options
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7in 10 reportrising wealth levels number of individuals the family office serves (or, for Finance and insurance is the most common

Echoing the findings from previous years, the bulk multi-family offices, number of families) (25%), and operating business sector

of family office executives reported that family the degree of governance and/ or reporting structures The primary industries in which the families generated
wealth increased over the past year (70%), along with in place (50%). This suggests a greater sophistication their wealth were finance and insurance (21 %),
operating business revenue (50%), family wealth in the operation of family offices (figure 1.7). manufacturing (16%), and real estate (14%) (figure 1.8).

under management by the family office (43%), the

Figure 1.8
Figure 1.7 Primary industry of the operating business
Changessince 2018
¢ 3 ¥ 88 &8 &8 3 3 88 8 3 g ¥ ¥ 2 2 g B 2 ¥ 3 % B
S 3 3 X X R B3 X 3 03 B X X X X X X
Total family wealth
Significant increase 10% - @ Finance and Insurance 21% IS,
Slight increase 60% - .
No change 23% I Mezg Manufacturing 16% I
Slight decrease 6.6% VAN .
Sigrificant decresse 03% LI Real Estate and Rental / Leasing 14% I e
@ . .
. . L® Management of Companies and Enterprises  8.8% M
Proportion of family wealth under
management by family office (AUM) @' Technology 6.3% I
Significant increase 8.7% I
— Diversifi i I
Slight increase 34% Diversified / Multiple 57%
No change 54% I— A
- Retail Trade 5.0%
Slight decrease 3.3% °°
i i 0,
significant decrease 0-3% M Agriculture, Forestry, and Aqua-culture 44% TR
Q
Operating business revenue @  Media and Publishing 25%
P o
gi%ﬂ'f::rl;:zrease ;g 0;" F— W Hospitality and Food Services 22%
0
NIO ;hznge 42% I~ Energy and Resources 22%
Slight decrease 7.6%
Significant decrease 16% = =2 Transportation and Warehousing 19%
Family office governance and - Consultancy 19% W
/ or reporting structures < . .
R =7 Health Care and Social Assistance 16% B
Significant increase 11% .
Slight increase 39% (f Construction 16%
No change 49% I
Slight decrease 1.5% C% Arts, Entertainment, and Recreation 09% ™
Significant decrease 0.3% Q}
Information and Communications 06% =
Number of individuals served @ L o =
(or, for MFOs, number of families) Utilities 0.6%
Significant increase 33% W 3& Wholesale Trade 06% =
Slight increase 22% )
No change 74% I £ Other 2.8%
Slight decrease 0.6%
Signiﬁcant decrease 0% Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding
Location, number of branches, or size
(number of employees) of family office
Significant increase 1.8% N
Slight increase 20%
No change 75% I ———
Slight decrease 2.7%
Significant decrease 0%

B Significantincrease Slightincrease M Nochange Slightdecrease ™ Significant decrease

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not total 100% due to rounding
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2. Family Offices

Investments

2.1 Family Office Allocations

2.1 Family Offices Allocations

Key survey findings:

¢ Global equities and private equity continue to constitute the top asset classes family offices invest in, with portfolio
shares of 32% and 19%, respectively. However, allocations to these assets classes have remained relatively
constant with dips in allocations to developed market equities (-1.2 percentage points) and direct private
equity (-0.4 percentage points), and no change to developing market equities. Family offices modestly raised
allocations to private equity funds (+0.7 percentage points).

¢ Real estate experienced the most significant lift in allocations, rising 2.1 percentage points to account for 17%
of the average family office portfolio. Meanwhile, family offices continue to trim their hedge fund exposure,
with this asset class now accounting for 4.5% of the average portfolio.

¢ Going forward, family offices aim to further diversify their portfolios, with significant numbers reporting that
they are planning to make larger allocations to developing market equities, private equity, and real estate.

e Over half (55%) of family offices believe that we will enter a recession by 2020 and many of them are
getting prepared. Just under half are realigning their investment strategies to mitigate risk (45%), increasing

- Investment Strategy

- Asset Allocation and Year-on-Year Changes
- Expected Allocations for 2020

- Preparing for the Future
- Portfolio Leverage

2.2 Family Office Asset Class Focus

- Private Equity
- Real Estate
- Sustainable Investing

- Impact Investing

2.3 Family Office Performance

their cash reserves (42%), and / or preparing to capitalise on opportunistic investments (42%).

Investment Strategy

Data analysis presented in this chapter summarises
family offices’ investment strategies and portfolio
allocations at the time of data collection, between
February and May 2019.

Family offices are moving towards balanced
portfolios

Year-on-year, we report that it is most common for family
offices to embrace a balanced, preservation plus growth,
oriented investment strategy. 2019 is no different, with
56% of respondents opting for a balanced approach.
This strategy is often favoured because whilst family
offices have the acumen, capital, and desire to take
advantage of higher risk investments, they also usually
want their wealth to be preserved throughout

the generations.

Not all family offices fit this mould though as nearly a
fifth (19%) have embraced a preservationist strategy,
while a quarter (25%) have pursued growth.

“We have diversified —we now focus more on
growth and less on preservation. We're taking
risks in several assets.”

—Director, Single Family Office, Emerging Markets

“We look at our strategy on a quarterly basis. As a small
family office, we are pretty nimble and agile, and, of
course, we are correcting regularly.”

—Family Member, Single Family Office, North America

There are notable differences in strategy across
regions, but notin AUM bands

Comparisons across regions show notable variations
amongst investment strategies pursued by family offices
around the world. In North America, there is a strong
preference for growth-oriented investment strategies
(31%) over preservation (13%) (figure 2.1). In the words
of one family office executive:

“Alot of money has been changing over to younger
hands —and the next generation has a longer
investment horizon and also a bit more risk appetite
than the older generation.”

—Portfolio Analyst, Multi-Family Office, North America

In contrast to North America, balanced portfolios are
especially popular in Emerging Markets (67 %), and
preservation (19%) is more prevalent than growth
(15%). Asia-Pacific also shows a predominance of
balanced approaches (57 %), alongside a preference for
preservation (23%) over growth (19%).

Meanwhile, there is little variation when comparing
family offices across AUM bands <USD 250 million, USD
251 million - 1 billion, and USD 1 billion+ (figure 2.1).

The Global Family Office Report 2019 15 of 87



Figure 2.1
Investment strategy by region and AUM

Europe North America Asia-Pacific Emerging Markets
] 67%
Zg j 52% 56% 57%
50%
40%  23% 25% 31% 23%
30% 13% 19% 19% 15%
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Global USD 250mn USD 251mn-1bn USD 1bn+
70% 56% 57% 56% 54%
60%
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40% 26%
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20%
10%
0% S N
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding

Asset Allocation and Year-on-
Year Changes

Asset allocation has shown little change

Putting aside the aforementioned current investment
strategies, investment patterns remained relatively
consistent between 2018 and 2019 off the heels of high
performance returns reported in last year’s Global Family
Office Report.

Global equities account for almost one-third of the
average family office portfolio

Global equities continue to constitute the top asset
class in which family offices invest, amounting to 32%
of the average family office portfolio, down a minor 1.2
percentage points from 2018 (figures 2.2 /2.3). With
average allocations of 25% and 7.4 %, respectively,
developed market stocks totalled more than three times
developing market stocks. With that said, many family

offices invest in both developed and developing markets.

In the words of one family office executive:

16 of 87 The Global Family Office Report 2019

“We invest globally for obvious reasons, diversification
and attractive yields."”
—Managing Partner, Single Family Office, North America

Across regions, family offices in North America, who
tended to prefer growth over preservation, allocated
the most to global equities (38 %), while those in
the Emerging Markets allocated the least (19%).
Meanwhile, Asia-Pacific and the Emerging Markets
tended to allocate relatively more to developing
market equities, with allocations of 14% and 6.9%,
respectively — compared with those in Europe, who
allocated 5.2% to this asset class (figure 2.4).

Itis, however, worth noting the interconnectedness
of developing and developed markets:

“We're focused on high quality growth companies in
developed markets as opposed to emerging markets,
though the actual earnings of these companies will
themselves have very significant exposure to
emerging markets.”

—Partner, Multi-Family Office, Europe

In terms of AUM bands, the family offices managing more
than USD 1 billion allocated the greatest portfolio share to
equities as awhole, 38%, compared with 29% for those
managing under USD 250 million (figure 2.4).

Alternatives account for over 40% of the

average portfolio

The extended period of low interest rates and heightened
volatility has sparked an intense search for yield and drive
for diversification, and led investors to increase their
allocations to alternatives. Over 40% of the average family
office portfolioisinvested in alternative investments—up a
marginal 1.4 percentage points from last year.

Family offices continue to allocate sizeable shares of their
portfolios to private equity — the second largest asset class,
which, over the long-term, has performed comparatively
well and tended to be less volatile than other asset classes
—and which families and the next generation in particular
tend to be enthusiastic about.

Private equity constitutes 19% of the average family
office portfolio, up a marginal 0.3 percentage points
from 2018. This reflects slightly greater investmentinto
private equity funds (+0.7 percentage points) against

a minor reduction in investment in direct private equity
(-0.4 percentage points). In regards to private equity,
family office executives commented:

“Right now, we just do not have a lot of trust in things
apart from bonds and the private industry that we have
control over.”

—Family Member and Founder, Single Family Office,

North America

“Qver the last 10 years | have seen a sharp reductionin
allocations to hedge fund and private equity managers,
and a sharp increase in private equity direct deals. Firstly,
in Asia, we hate paying 2 and 20. Secondly, it is one thing
if you pay the high fees and they deliver. Itis another

if you pay the high fees and they don’t deliver. Thirdly,
the market s very frothy in private equity and investors
are nervous. Finally, when you are meeting hedge fund
or private equity managers, most of the time you are
learning nothing. But, when you have a direct deal
onyour hands, you are meeting the entrepreneur, the
salesman - you are learning about the business,

the finances.”

—Director, Multi-Family Office, Asia-Pacific

Figure 2.2

Current approximate strategic asset allocation

Gold/ precious metals 0.8%
Commodities 1.0% ‘

Agriculture (forest, farmland, etc.) 1.4% E—
Hedgefunds4.5%  —

REITS 1.0% \

Real estate, directinvestments 17 %

Cash orequivalent7.6%

Fixed income, developed markets 12%

' Fixed income, developing markets 4.3%

Equities, developed markets 25%

Private equity funds 7.7 % '.

Private equity, directinvestments 11%

B Bonds Equities

Source: The UBS / Campden Wealth Global Family Office Survey 2019

B Alternative investments

Equities, developing markets 7.4 %
Commodities

Cashorequivalent
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Real estate gained the greatest traction this year
Directinvestment in real estate —which enables family
offices to diversify their risk — also continues to
represent a key part of the average family office portfolio.

Following a positive performance reported last year, real
estate gained the greatest traction this year, with
allocations rising 2.1 percentage points to total 17 % of
the average portfolio. These figures, once again, cement
it as the third largest asset class family offices invest in
(figure 2.3/2.4).

In terms of AUM bands, the family offices which manage
under USD 250 million allocated the greatest portfolio
share to real estate, 20%), compared with 12% for those
managing over USD 1 billion (figure 2.4).

Family offices continue to divest from hedge funds
For the fifth year in a row, allocations to hedge funds
dropped, this last year falling 0.7 percentage points to
4.5% of the average family office portfolio (figures
2.2/2.3). Family offices have doubts about hedge funds’
ability to protect wealth during economic downturns,
and they dislike what some deem to be relatively high
fees when compared to performance. In interviews,
family offices reiterated this sentiment:

“Qur allocations to hedge funds have been getting lower
and lower because the fees haven't really made sense
when you're looking at performance.”

—Portfolio Analyst, Multi-Family Office, North America

“I'm not a huge fan of hedge funds. | like a lot more
visibility into what's going on, but we look at everything —
we're pretty well diversified.”

—Family Member, Single Family Office, North America

Family offices in North America are the keenest on
hedge funds, with an average portfolio allocation of
6.0% — compared with those in Asia-Pacific, who
allocated just 2.9% to this asset class (figure 2.4).
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Figure 2.3
Year-on-year change in asset class allocation,
2018-2019

Year-on-year change

Fixed income

Fixed income — developed markets
Fixed income — developing markets

Equities

Equities — developed markets

Equities — developing markets

Alternative investments

Private equity — direct investment

Hedge funds

Commodities

Agriculture (forest, farmland etc)

Cash or cash equivalent

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Figure2.4
Allocation by asset class, region, investment strategy, and AUM (USD)

Asset class Total Region Strategy AUM USD

Europe  N. America APAC E’\r/r]glgé:sg Preservation Balanced Growth <250m  251m-1bn >1bn

Fixed income

Fixed income —
developed markets

Fixed income —
developing markets

Equities

Equities - developed
markets

Equities - developing
markets

Private Equity

Private equity — direct
investments

Private equity funds

Other alternatives

Real estate — direct
investments

Hedge funds

Commodities

Agriculture
(forest, farmland etc)

Cash or equivalent

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding
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Expected Allocations for 2020

The family offices surveyed are turning to
alternatives and developing market equities

In the context of continued heightened uncertainty about
rates and returns, a number of family offices reported
they are planning to continue their move towards
alternatives and more hands-on approaches for
nextyear.

In netterms (i.e. the difference between the number of
family offices that plan to increase versus decrease their
allocations), 39% plan to invest more in direct private
equity, 28% more into private equity funds, and 16% more
into real estate (figure 2.5).

Anotable proportion is also planning to add capital to
developing market equities (29%). The long-term trend
towards market liberalisation is a factor. Meanwhile, it
was an especially difficult year for developing market

stocks in terms of performance. Many investors report
they find the longer-term fundamentals compelling
and are willing to look through short-term volatility.

In China, for instance, competition is intensifying and the
state is acting to stimulate the economy and the markets.

In terms of allocation decreases, more family offices plan
to decrease their allocations to developed market equities
(-7.7%), 'other commodities’ (-5.8%), and cash/or
equivalent (-4.0%,).

“We are going to invest in small and medium-sized
enterprises (SMEs) in our home country where we think
we can add value and where we believe growth will be
the greatest in the coming years.”

—Director, Single Family Office, Emerging Markets

“We're experts at being generalists, therefore we want
to find the best investments in each asset class and team
up with the best partners across the board.”

—Portfolio Analyst, Multi-Family Office, North America

Figure 2.5

Proportion of family offices that expect to change their allocations for 2020

Bonds

Fixed income — developed markets

Fixed income — developing markets

Equities

Equities - developed markets

Equities - developing markets

Alternative investments

Private equity — direct investments

Hedge funds

Commodities

Agriculture (e.g. forest, farmland etc)

Gold / precious metals

Cash or cash equivalent

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding
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V Decrease Difference

Preparing for the Future

Nearly half of family offices are preparing for
arecession

“We are very cautious, even now with the market we
don’t feel very comfortable.”
—Managing Partner, Multi-Family Office, North America

Looking forward, 55% of family offices believe that we will
experience an economic downturn by 2020. In the words
of two family office executives with differing perspectives:

“Who knows what will happen with Brexit, what will
happen in the EU, and what will happen between the US
and China. There are so many open questions, and this
could have a dramaticimpact on the market. In general,
we think we have reached our peak.”

— Chief Executive Officer, Single Family Office, Europe

“We are late in the cycle. However, this stage could

go on for a while, so l would be very surprised to see a
meaningful recession in the next year or two.”

—Chief Investment Officer, Single Family Office, North America

In preparation for a potential recession, just under half of
family offices are reportedly realigning their investment
strategies to mitigate risk (45%), increasing their cash
reserves (42%), and/or preparing to capitalise on
opportunistic events (42 %) (figure 2.6). Another 22 %
are reducing their investment leverage exposure. One
family member from North America who believed that

a crash might occur within the next two years explained:

“We have been getting out of equities and putting money
into bonds and real estate. We are also putting money
aside to make purchases if thereis a crash.”

—Family Member, Single Family Office, North America

Another executive challenged this approach
by commenting:

“I'know a lot of peopleinlate 2016, early 2017 who
made decisions based on a belief that an economic
downturn was imminent. As a result, they missed out on
20% growth in the equity market over that period. ”
—Family Member, Single Family Office, North America

Still others had investment strategies which were
relatively less concerned with short-term market
volatility and more concerned with along-term
investment outlook:

“We are long-term investors. All of our families have an
investment outlook of between 10 and 15 years. In turn,
we don't look at short-term turbulence in markets.”
—Family Member, Single Family Office, North America

Figure 2.6
Preparation for the next downturn
in the economic cycle

Re-aligning investment strategy to mitigate risk

Re-aligning investment strategy to capitalise on opportunistic events

Increasing cash reserves

Reducing investment leverage exposure

s

e have no current plan for an economic downturn

=

educing/limiting operational costs

[ve)

uying protection/insurance

Factored into Asset Allocation/Rebalancing
| 1.8%

Other

| 57%

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Portfolio Leverage

Following on from the above, the forthcoming section
looks at family offices’ borrowing habits, along
with the leverage they apply to their portfolios.

A fifth of family offices have reduced their borrowing
In terms of borrowing, 20% of family offices have reduced
their level of borrowing over the last year, while 12% have
raised their borrowing, with the core explanations for
change being to embrace tactical opportunities (26 %) and
reduce aggregate market exposure (23%) (figures2.7/2.8).

The average portfolio leverage is 14%

For the average family office, the overall leverage applied to
the portfolio has decreased from 17% in 2018 to 14% this
year, and, in 12 months’ time, the targetis 13% (figure 2.9).
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Figure 2.7
Family offices’ change in borrowing over the
last 12 months
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Source: The UBS / Campden Wealth Global Family Office Survey 2019

Figure 2.8
The reasons for changes in
borrowing levels

Tactical opportunities
26%

Reduce aggregate market exposure
23%

Acquisitions
14%

Income generation (e.g. dividends/coupons)
12%

Asset allocation change
81%

Asset disposals
70%

Increase aggregate market exposure
2.3%

Other
81%

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding

22 of 87 The Global Family Office Report 2019

Figure 2.9
Average leverage applied to family
office portfolios

2018
17%

2019
14%

2020 (predicted)
13%

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Three-quarters maintain lending facilities with
between 1 and 3 banks

Family offices most commonly maintain lending facilities
with one (24%), two (30%) or three (22 %) banks, and
these lending facilities are predominantly committed
(41%) (figures 2.10/2.11). The most important factors
family offices consider when putting in place a financing
facility are: cost, which 49% identified as the most
important factor; loan to value (20%), and the flexibility
of the facility (11%) (figure 2.12).

Figure 2.10
Number of banks family offices maintain
lending facilities with

1

L E 16%

5+

8.3%

30%

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding

Figure2.11
Whether the lending facilities are committed
or uncommitted

B Committed
Uncommitted
B Not applicable

27%

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Figure2.12

The mostimportant factors family offices consider when putting in place a financing facility
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
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2.2 Family Office Asset

Class Focus

“One thing thatis great about private equity is that the
governance structures are just superiors.”
—Chief Investment Officer, Single Family Office, North America

Private Equity

Over four-fifths of family offices investin
private equity

Private equity remains a popular asset class, with
81% of family offices currently investing in this
arena and allocating, on average, 19% of their
portfolios to it (figure 2.13). 73% invest in private
equity funds in particular, and within this cohort
93% investin funds and 35% in fund of funds.

Figure2.13
Family offices’ investment in private equity,

by type
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in private inprivate family offices are
equity equity funds involved in

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% because respondents can select multiple options

On opportunities in private equity secondaries,
the Chief Investment Officer (CIO) of asingle
family office in North America noted:

“Conventional wisdom backin ‘09, '10, "11 was that
private equity secondaries was an interesting trade in
that it was part of a clean-up process from the financial
crisis. Yet, it has turned into a real business with staying
power, and institutions are interested in selling all the time.
So there’s a lot of secondary opportunities out there for
private investors and so even with a ten-year span, whichis
probably even short-term, it's become a real asset class. ”
—Chief Investment Officer, Single Family Office, North America

Directinvestments are more attractive than funds
Direct investing offers family offices greater

control. It appeals to entrepreneurial families and

the next generation who want to be more hands-

on, and it can also reduce fees. Hence, family

offices’ portfolios tend to lean more towards direct
investing, with 11% of the average family office
portfolio being put towards direct investing and
7.7 % towards private equity funds (figure 2.2).

Within the average private equity portfolio, 54% of
investments are direct, with investors being either active
managers (32 %) or passive shareholders (22 %), and
47 % are funds based, with 14% being fund of funds
(figure 2.14). In the experience of two family office executives:

“We haven't had any interest at all in getting involved in
the fund of funds private equity model in the US as we
don’tseeavalueinit.”

—Family Member, Single Family Office, North America

“We like direct investing, but we have not been able to
deploy bigger dollars there. It is easier at a fund level to
commit bigger sums. We have had to negotiate our way
into direct deals.”

- Chief Investment Officer, Single Family Office, North America

The Global Family Office Report 2019 25 of 87



Private equity performed as or better than expected
The different private equity investment vehicles delivered,
on average, returns of between 8.6% and 16% —with
fund of funds at the lower end and direct (active) at

the upper end, providing a 3.0% premium to direct
(passive). For the vast majority of family offices (between
79% and 88%), each of the vehicles delivered returns
which either met or exceeded expectations —with

fund investments causing the least disappointment

(for 13%, these under-performed) and direct (passive)
causing the most disappointment (21 %) (figure 2.14).

Comparing across regions, actively managed
directinvestments were the most likely to meet
(57%) or out-perform (29%) expectationsin the
Emerging Markets, while passive shareholder
investments met (73%) or outstripped (13%)
expectations most often in Asia-Pacific.

On the funds front, once again, Asia-Pacific’'s
performance most likely met or exceeded
expectations for both private equity funds (91 %
combined) and fund of funds (89%) (figure 2.15).

Figure2.14

Breakdown of private equity portfolio, how those investments performed, and family offices

average returns over the last 12 months

Private equity investment

Private equity funds

Directs - passive shareholder role

Source: The UBS / Campden Wealth Global Family Office Survey 2019
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performed
expectations

Note: Figures may not sum to 100% due to rounding. The sample of participants who responded to this question is somewhat different to those who respondeded to the questions in the

performance chapter, therefore minor variations in performance may be present.

Figure 2.15

Private equity performance based on expectations
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
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The appeal of growth and venture opportunities
persists

In terms of the proportions of family offices that

are involved in the different types of private equity
investments, these have remained relatively stable —with
the strongest appetites being for growth-oriented (70% of
respondents) and venture-oriented (57 %) opportunities
(figure 2.16). Still, some family offices pointed out issues:

“The problem in venture —and this is a challenge for
family offices —is that it’s very hard to figure out which
venture funds are professionally managed with full-time

committed folk, versus people who are doing it as
ahobby.”
—Founding Partner, Single Family Office, North America

Comparing across regions, Asia-Pacific is the most
enthusiastic about venture and growth-oriented
investments —with 66% of family offices in the region
investing in the former and 77 % investing in the latter.
Europe opts for buyouts more than any other region
(68%), and North America and the Emerging Markets
focus most on private debt (55% each) (figure 2.17).

Figure 2.16

Proportion of family offices that are involved in the following types of private equity investments

Growth 70%
Venture 57% [y
Buyout 55% [T
Private Debt 49% [

Real Asset (e.g. land, real estate) 49% [

Special Situation MN%

Other 54%

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% because respondents can select multiple options

Figure2.17

Proportion of family offices that are involved in the following types of private equity investments

by region

North
America

Emerging

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% because respondents can select multiple options
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Technology is the most favoured industry

In terms of the industries in which family offices make
directinvestments, the following ranking remains
relatively similar to last year, but technology is now the

most popular sector, with 49% of family offices investing
in this industry, followed by real estate and rental / leasing
(42%), and finance and insurance (30%) (figure 2.18).

Figure2.18
Industry of direct investments
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Figure2.19

Breakdown of direct investments’ performance

Minority stake

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Most surveyed opt for majority stakes in
directinvesting

The breakdown of direct investments across deal types
also remains relatively stable, with most still opting for
majority stakes (37 %) (figure 2.19). Meanwhile, 30%
opt for minority stakes, 23% co-investments, and 11%
club deals.

The different deal types delivered similar returns
(between 14% and 17 %) —with club deals at the lower
end of the range. Furthermore, for the vast majority
of family offices (between 73% and 92 %), each of
the deal types delivered returns which either met or
exceeded expectations —with club deals, interestingly,
disappointing the fewest number of families.

“lencourage families to get closer to the assets they
own. The best way is to align yourself with other families
interested in avoiding agency risk, pool your capital
within the appropriate governance framework, and
create collaborative vehicles. Families should spend more
time focusing on how they can disintermediate financial
institutions —such as private equity and venture managers.
There s plenty of talent out there to bring this work in-
house. I think we are going to see a lot more of this.”
—ChiefInvestment Officer, Single Family Office, North America

Real Estate

“We end up taking most of our risks in our hard assets, in our
real estate, where we're willing tolook at the long-term growth
of the real estate market—and the historical one as well.”
—ChiefInvestment Officer, Single Family Office, North America

73% of family offices investin real estate
Nearly three-quarters of family offices invest in real
estate, with the two most common motivations to

Percentage Over- Under- Annual

Met return

breakdown performed performed .
expectation

invest in particular real estate being location, as noted

by 70% of respondents, and costs (50%). Other key
factors mentioned were that real estate in general provides
a unique opportunity to invest directly (34 %), it offers
investors adequate levels of control (33%), and the ability
to diversify their portfolios (30%) (figure 2.20). One
respondent also highlighted the cash flow benefit that
monthly rental income provides:

“When fixed income was yielding you near nothing and
clients wanted cash yield for their portfolio, they would
buy real estate. Near full occupancy rates would be able to
provide a cash flow for portfolios for the next 10 years.”
—Portfolio Analyst, Multi-Family Office, North America

The commercial lean continues, as does the
home bias

Broadly consistent with last year, 55% of family
offices’ average real estate portfolio is commercial,
while 46% is residential (figure 2.21). A home bias
towards local investments also remains, reflecting
the fact that: investors often encounter the best deals
close to home via their local social networks; they can
feel best suited to analysing deals where they have
local knowledge; and they benefit from residing close
to their investments so that they can rapidly become
aware of, and respond to, changing market trends.

Inturn, at present, 29% of commercial and 24%
of residential deals are local to the family office,
while only 8.8% of commercial and 10% of
residential deals are based internationally (figure
2.21). In the words of one family member:

“All of our partners in real estate have grown out of
family friendships, of having that network of real estate
investing families.”

—Family Member, Single Family Office, North America
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Returns average between 6.6% and 9.2%
Performance across the average family office real
estate portfolio was relatively consistent, with returns
averaging between 6.6% and 9.2%. Commercial

international (9.2 %) and residential regional (9.0%) . .

real estate performed the best, while residential Sustainable Investin g
local (6.6%) and residential international (6.7 %)

delivered somewhat weaker returns (figure 2.21).

At present, the next generation —and millennials, in
particular —are contributing to a more rapid adoption of
sustainable investing. In the words of two family

office executives:

Definition “The next generation is younger and has a longer time
. Sustainable investing is an investment approach horizon. They want the investments they are making to have
Figure 2.20 . . . ) . ) . o
. ; ) ) that involves the consideration of environmental, a certain return, not only financial, but also on society.
Motivations to invest in real estate, beyond returns social, and governance (ESG) factors in the —Founder, Private Multi-Family Office, Europe
investment process. Three distinct sub-approaches,
which can be used individually or in combination, “None of the families | work with have sustainable or
2 3 8 88 & g5 8 3 8 8 3 can beidentified: 1) exclusion —excluding impactinvestments. They usually take care of that on
N e investments that are not aligned with an investor’s their philanthropy side. This will change with the next
values; 2) integration —incorporating ESG factors generation and the transition of wealth.”
I 0, B ang 5 o
Location /0% into traditional investment processes; and 3) impact - Director, Multi-Family Office, Asia-Pacific
Costs 50% investing - investing with the intention to generate
Opportunity to invest directly 34% measurable environmental or social impact, Women, too, have been credited for contributing to the
Levels of control 33% alongside providing a competitive financial return. rise in sustainable investing. In the words of a managing
Level of diversification 30% partner from a multi-family office:
Liquidity 30%
Tax / regulation 30% “We definitely see demands for sustainable investing more
Legal security 21% ' . ' from Women,_mille.nnialsj, and the next generation.”
Opportunity o partner with other families 18% Sustalpab!e investing has attracted a grea.t deal of - Partner, Multi-Family Office, North America
: : 5 attention in recent years —and an equally impressive
Understanding of the laws and regulations 17% o . . . . .
. o . . : rise in investment. At present, according to the 1in 3 family offices are engaged in
Opportunity to make positive social / environmental impact 8.9% ing definiti D31 trilli f inablei .
fthe above 5 29 most encompassing definitions, US trilliono sustainable investing
None o o2 assets globally are being managed under sustainable Given the attraction, it comes as no surprise that 34 % of
_ investment strategies, up a sharp 34% from 2016 family offices are now engaged in sustainable investing.
ot b e cptions (Global Sustainable Investment Alliance, 2019). The most commonly adopted approaches are ‘thematic
investing’ (e.g. clean energy, gender equality, health care,
The family office space is notimmune to the attraction and water) —which 62 % of these family offices indicated
of sustainable investing. With sustainable investing, they have adopted —and the ‘integration of ESG factors
Figure 2.21 families can invest with their values and create significant into analysis and valuation’ —which 46 % have adopted
Real estate a”ocatlons and returns pOSiFiVE‘ Change, Wh”Stla|SO SimL'JIItaneoulsly generating (figure 222)
profit, thereby cementing a positive family legacy and
supporting long-term wealth preservation.
o —_ N w o — N W
X 3 S Q X 3 Q Q
X R B R ® RS
¢ ial c ial Figure 2.22
nnn ommercia ommercia . . . .
s Family office sustainable investment approaches used
Local 29% Local 8.0%
Regional 17% Regional 8.6% o - N w - o o - o o .
International 8.8% IE——— International 9.2% I R 3 3 3 2 S 3 2 2 3 §
AN Residential Residential
Local 24% I Local 6.6% Thematic investing
Regional 12% Regional  9.0% (e.g. clean energy, gender equality, health care, water) 62%
International 10% NE—— International 6.7 % Integration of ESG factors into analysis and valuation 46%
Negative / exclusion-based screening
(e.g. no tobacco, alcohol or controversial weapons 36%
Percentage breakdown Annual return Positive / best in class selection 31%
Active engagement
S :The UBS/C den Wealth Global Family Office S 2019 H H H H
N?)Ltjgc:iigurees may n?)rtnsgime]r;o 1eoao% dl?e fo ri[?r:éing."ﬁlel;;\lri}yjle of participants who responded to this question is somewhat different to those who respondeded to the questions in the (I'e' using shareholder rlghts to influence company
performance chapter, therefore minor variations in performance may be present. management to improve the management of ESG iSSUQS) 26%
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% because respondents can select multiple options

The Global Family Office Report 2019 31 of 87



The average portfolio allocates 19%

to sustainability

Just over half of the relevant family offices (57 %)
currently allocate less than 10% of their portfolios
to sustainable investments. A third (33%) dedicate
between 10%-49% or more, while the average across
thisinvestor cohortis 19% (figure 2.23).

Climate change is the #1 cause supported

The most popular causes supported are: climate change
(carbon footprint management, investment in wind
and solar energy) which 62 % invest in; health (funding
projects that improve health, social care for people in
developed/developing countries) which 51% support;
and people (retaining and developing employees,
workplace safety, cyber security) which 48% support
(figure 2.24).

Figure2.23
Percentage allocation to sustainable investment,
amongst those who invest in sustainability
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding

Figure 2.24
Sustainable investment causes supported
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<A\ Climate change 62%
@ (e.g. carbon footprint management, invest in
&7 wind and solar energy)
- Health 51%
(e.g. funding projects that improve health, social care
for people in developed / developing countries)
000 People 48%
(7))  (eg.retain and develop employees, look after staff
throughout the supply chain, workplace safety,
cyber security, financial crime prevention)
Water 41%
(e.g. improve fresh water supply, manage
water consumption)
Products and services 40%
(e.g. source responsibly, contribute to society)
Knowledge and technology 37%

3D printing and advanced material science)

(e.g. improve business productivity, education materials,

0 G ©

Governance 34%
(e.g. fair and transparent across executive pay,
111 accounting, and board independence)
O falom Pollution and waste 29%
= (e.g. reduce packaging / waste and reliance
© on landfill sites, limit toxic emissions)
Ethics 26%
5o (e.g. pay a fair share of taxes, do not engage
in anti-competitive practices)
Other 6.1%

)

Source: The UBS / Campden Wealth Global Family Office Survey 2019. Note: Figures may not sum to 100% because respondents can select multiple options.
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85% of sustainable investments met or exceeded
expectations

For the vast majority of the family offices, over the last year,
sustainable investment performance has matched (69%)
or exceeded (16%) expectations when compared with
traditional investments of the same type (figure 2.26).

32% of the average portfolio is expected to be
sustainable within 5 years

The family offices already involved in sustainable investing
believe that their allocations here will continue to grow.
Inthe next five years, it is predicted that 32 % of their
average portfolio will be dedicated to sustainable
investments. Interestingly, over a quarter (26 %) also assert

that 50% or more of their allocations will be sustainable,

asizeablerise from the current 19% (figure 2.25).

Figure 2.25

Predicted allocation to sustainable
investment, amongst those who invest
in sustainability, in five years time

1% -9%
10% -24%

M 25%-49% 13%
50% -74%
75% -100%

13%

32%

B Average

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Figure 2.26

Proportion of sustainable investments that
met performance expectations compared to
traditional investments

B Met
Out-performed
B Under-performed

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Impact Investing

Definition

Investments with the intent to generate
measurable environmental or social impact,
alongside providing a competitive financial return.

Like the sustainability space more generally, impact
investing continues to grow, with investors of all

types and from all over the world now involved. The
sector’s assets under management now amount to
roughly USD 502 billion —almost double last year's
estimate (albeit this was based on fewer organisations)
(Global Impact Investing Network, 2019).

1in 4 family offices investin impact

At present, 25% of family offices globally are engaged
in impact investing. The vast majority of these (71%)
allocate under 10% to the approach, while the average
across allimpactinvestorsis 14% (figure 2.27).

Direct private equity is the most popular vehicle
The most common vehicles for investment are: direct
private equity (76%), real estate (32%), and private
equity funds (24%) (figure 2.28).

The most common areas of investment are education

(45%), agriculture/food (45%), and energy and
resource efficiency (43 %) (figure 2.29).
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Figure 2.27

Percentage allocation to impact investing, amongst those who invest in impact

15% f4-5%
. 0‘

H1% -9% B Average

10% -24%
M 25%-49%

50% -74%

75% - 100%
Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding
Figure 2.28
Most common vehicles for impact investing

QL3 8 8 &8 8 8 3 &8 8 3

Direct private equity 76% I
Real estate (e.g. green buildings, affordable housing) 32% I
Private equity funds 24% IS
Infrastructure (e.g. renewable energy, public transportation) 18% I
Direct private debt 15% I
Public equity 13% Il
Private debt funds 10% |l
Cash & cash equivalents 6.5%
Public debt 0%

Source: The UBS / Campden Wealth Global Family Office Survey 2019. Note: Figures may not sum to 100% because respondents can select multiple options.

Figure 2.29
Most common areas of impact investments

Qs 8 8 & 8 3 338 8 2
Education 45% I
Agriculture and food 45% I
Energy and resource efficiency 43% I
Health care and wellness 38% I
Environmental conservation 34% I
Housing and community development 34% I
Sustainable consumer products 29% I
Job creation 26% I
Women's empowerment 26% I
Access to finance 22%
Sustainable infrastructure 22% .
Infrastructure 1%

Source: The UBS / Campden Wealth Global Family Office Survey 2019. Note: Figures may not sum to 100% because respondents can select multiple options.
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81% of impactinvestments met or exceeded
expectations

In terms of performance, for the vast majority of the
family offices, theirimpact investments have matched
(61%) or out-performed (20%) expectations compared
to their traditional investments of the same type over
the last 12 months (figure 2.30).

Whilst some families believe that they have to accept
lower returns in order to engage in impact investing,
this assumption is beginning to fade. According to the
principal of a single family office in Europe:

“We are not willing to take a lower return just because
it has social impact. If you do it the right way, you can
achieve areturn set to market.”

—Principal, Single Family Office, Europe

Figure 2.30

Proportion of impact investments that met
or out-performed expectations compared to
traditional investments

B Met
Out-performed
B Under-performed

Source: The UBS / Campden Wealth Global Family Office Survey 2019

25% portfolio allocation to impact investment
within 5 years

Five years from now, over a third (37 %) of family offices
expect to increase theirimpact allocation to total 10%
t0 24% of their portfolios, while just under a third (30%)
plan to allocate 25% or more. The average across all
participants is anticipated to be 25% (figure 2.31).

A third believe sustainable investments are not well
enough established

While nearly two-fifths (39%) of the family offices
which currently make sustainable orimpact investments
are happy with their existing investment approach,
significant numbers report facing barriers when trying
toinvestin this arena. A third (33%) believe that
sustainable/ impactinvestments are not established
enough toinvestin (e.g. there is a lack of well-known
companies and the investments have a short track

record). Nearly a quarter (24 %) are worried that their
investments will generate lower returns than their
traditional investments, while over a fifth (22 %) find it
hard to measure the impact of their investments, and
16% report a lack of education and understanding
about this areain general (figure 2.32).

Reiterating the sentiment behind these findings,
a family office executive remarked:

“Atthe end of the day, itis going to be very different
depending on how the investor is looking at the money.
Are you looking at it for a real financial return or are you
looking at it as a replacement of philanthropy, where
you can justify lower returns versus looking at it on an
apples-to-apples basis.”

—Portfolio Analyst, Multi-Family Office, North America

An executive director from a single family office
further commented:

“Ifind that sometimes impact investing requires a little
bit more due diligence, because you do not really know
ifitisreal and if itis effective.”

- Executive Director, Single Family Office, Emerging Markets

Two senior members of multi-family offices summarised:

“This is not a passing fad. Everything that we see now is
families trying to take a more considered approach, but
not necessarily knowing how to do it.”

—Partner, Multi-Family Office, Europe

“We definitely see interest, but there is so much
confusion out there.”
—-Managing Partner, Multi-Family Office, North America

Figure 2.31
Expected average portfolio allocation to
impact investments five years from now
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
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Figure 2.32
Barriers to investing in sustainable orimpact investments
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I'm happy with my existing investment approach 39% I

These investments aren’t well enough established 33% |

(e.g. short track record, lack of well-known companies)

I'm worried about having lower returns 24%

It's hard to know what kind of impact these 22%

investments actually have

I don’t know enough about them 16% I

There aren't investing opportunities focused on the values | care about the most 14%

I have never been offered a sustainable / impact investment 12% .

| prefer to make as much as | can with my investments and focus on donating to 10%

and / or volunteering for causes | support

I wouldn’t want to sell existing investments and pay taxes on my capital gains in order 10% [

to switch to sustainable / impact investments

Source: The UBS / Campden Wealth Global Family Office Survey 2019. Note: Figures may not sum to 100% because respondents can select multiple options
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2.3 Family Office Performance

Key survey findings:

e Between Q1/Q2 2018 and Q1/Q2 2019, global family offices’ overall investment performance cooled, with the

average portfolio returning 5.4%.

e During this period, expectations were not realised in nine out of 13 asset classes. Equities lagged the most —
with developed market stocks falling 5.2% behind expectations and developing market stocks falling

10% behind.

¢ Private equity fared the best of all asset classes, achieving an average return of 16% for direct investing and 11%

for funds-based investing.

e Regionally, Asia-Pacific and the Emerging Markets produced the strongest overall performances (both 6.2%),
while North America was only marginally behind (5.9%) and Europe lagged the furthest at 4.3%.

Last year —the fourth quarterin particular—was a
tough period for investors. With challenges such as the
US/China trade war, Brexit, the escalating tension in the
Middle East, and rising social and economic unrest in
Europe, investors strove to navigate a turbulent economic
and geo-political backdrop.

In the first half of 2019, while some major economies
appeared to have moved toward more advanced stages of
the business cycle, the US economy, in particular, delivered
positive results including falling unemployment. In turn,
there were periods in which concerns about the economy
eased and sentiment about the short-term improved.
Subsequently, concerns about a recession re-emerged,
creating further waves in an already somewhat choppy
investment landscape.

Methodology update

In previous years, the performance data we included in our
reports was based on indices. This year, we have changed
our methodology to also include self-reported returns —
i.e., datadirectly from senior family office executives.

An effort has also been made to include the most up-to-
date performance figures possible. In turn, respondents
were asked for their average performance figures over
the 12 month period prior to the time they were surveyed,
between February and May 2019. In previous years,
performance data was based on calendar year (January to
December) index averages.

In order to better match the timing of the self-reported data,
theindex benchmark is set from May 2018 to May 2019-and
the self-reported data is featured more prominently, with the

index data acting as a comparative benchmark in figures
2.34 and 2.36. For those who are accustomed to relying
onthe calendaryear index-based performance data, these
figures areincluded as well in figure 2.37.

With these comments in mind, the performance data
should be treated with caution - as only indicative and
ballpark averages.

Returns cooled t0 5.4%

After astrong performancein 2017, family offices’ overall
investment performance cooled between Q1/Q2 2018
and Q1/Q2 2019, with the self-reported global average
portfolioreturn standingat5.4%.

This self-reported figure was somewhat higher than
the similarly timed May 2018 to May 2019 portfolio
benchmark index figure of 2.9% (figure 2.34).

Given that the market picked upin Q12019 after
aweak fourth quarterin 2018, the self-reported
figure was furthermore notably higher than the
2018 calendar year (January to December) index
benchmark of -4.0%. This suggests that there has
been a notable downturnin performance year-on-
year, as the overall index benchmark in 2017 stood
at 15.5%, adifference of -19.5% (figure 2.34).

Despite these findings, the vast majority of family offices
reported that overall investment performance met (44 %)
oroutperformed (37%) the relevant benchmark (figure
2.33). Asafamily member of a single family office put it:
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“Our returns have met expectations, but expectations
haven't been great—soit’s all relative.”
—Family Member, Single Family Office, North America

“The clients that fared better over the last year
were those that had a higher exposure to alternative
investments.”

—Portfolio Analyst, Multi-Family Office, North America

Figure 2.33

Overall portfolio investment performance compared to the benchmark, 2019 (in percent)

Out-
performed

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Asia-Pacific and the Emerging Markets produced
the strongest overall performances
Family offices in Asia-Pacific and the Emerging Markets

Under-
44% performed

Asia-Pacific’s developing market equities average return
of 3.4% surpassed the global average by 4.4 percentage
points, its developing market fixed income investments

delivered the highest average returns, both 6.2%. This (returning 4.9%) surpassed the global average by
was a margin above theirindex benchmarks at 2.3% 2.5 percentage points, and its ‘other commodities’
for Asia-Pacificand 3.4% for Emerging Markets (figure investments (returning 2.4 %) exceeded the global
2.34). Developing market equities and bonds, along with average by 4.5 percentage points. All regions’ direct
commodities —to which Asia- Pacificand the Emerging private equity investments performed relatively well,
Markets continued to allocate more than the other

drove the marginal outperformance of other regions.

however, Asia-Pacific’s performance of 19% outstripped
regions—in addition to direct private equity investments, the global average by 2.9 percentage points (figure 2.35).

Figure 2.34
Overall portfolio investment return by region for both self-reported (Q1/Q2 2018 -Q1/Q2
2019) and index benchmark (May 2018 —May 2019) data

T R R EEE R OECS
Europe Self-reported  4.3% I
Index average 3.3% N
North America Self-reported  5.9%
Index average 2.7%
Asia-Pacific Self-reported  6.2% GGG
Index average 2.3%
Emerging Markets Self-reported  6.2% GGG
Index average 3.4% I
Global average Self-reported  5.4%
Index average 2.9%

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Performance is based over the following period, Q1/Q2 2018 -Q1/Q2 2019
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Both stocks and bonds fell short of expectations
Family offices reported that expectations were unmet
in nine out of 13 asset classes. During a challenging
period for both public stocks and bonds, developed
and developing market equities realised average
returns of 2.1% and -1.1%, falling 5.2 percentage
points and a significant 10 percentage points

behind expectations, respectively (figure 2.36).

Developed and developing market fixed income
returned 2.9% and 2.3% —0.8 and 2.9 percentage
points below expectations, respectively. In our
interviews with family office executives, some
emphasised the volatility in the public markets:

“Qur public portfolio obviously had that dip from
September to December. That was not expected and
we lost four months of performance. Now, we're back up
where we were.”

—Managing Partner, Single Family Office, Emerging Markets

“The market s all over the place. It splatted massively in
December, then it was great, and then it was down.

| don’t know, we shall see.”

- Executive Director, Single Family Office, North America

Hedge funds returned 2.3%, falling 3.4pp

behind expectations

While the above-mentioned economic and political
issues might be thought to constitute a fertile ground for
hedge funds, overall, the industry struggled in 2018. Like
the public equity markets, but more muted, the industry
rebounded in early 2019. Family office investments in
hedge funds realised an average return of 2.3%, which
was 3.4 percentage points below expectations (figure
2.36). ltwas also 1.3 percentage points below the index
average benchmark of 3.6% (May 2018 — May 2019).

Private equity fared the best, with 16% direct and
11% fund performance...

In contrast, the private equity industry continued to raise
capital at historic levels and see escalating deal values.
Family office private equity investments, which realised
double-digit returns, fared the best of all the asset classes.

Onaverage, direct investing returned 16% and funds-
based investing returned 11%, 1.0 percentage point each
below and above expectations, respectively (figure 2. 36).
With the index average standing at 13% across both
investment classes, family offices’ direct investing fared
somewhat better than funds-based investing relative

to the benchmark. One portfolio analyst remarked:

“Given all of the volatility in the equities and fixed income
markets, our clients that fared better over the last year
were those that had a higher exposure to alternative
investments. The fact that they’re not marked to market
the way liquid securities are is something that definitely
helps when it comes to overall performance, and also the
fact that people have limited ability to sell.”

—Portfolio Analyst, Multi-Family Office, North America

Increasingly, the question is, how long will the private
equity runlast?

...while real estate came in second at9.4%

Real estate, too, performed well, with direct
investments delivering an average return of 9.4% and
outperforming expectations by 1.0 percentage point
(figure 2.36). This self-reported performance figure is
5.7 percentage points higher than real estate’s index
benchmark average of 3.7% (May 2018 to May 2019).
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Figure 2.35
Performance of asset allocation by region (in percent)

North
America

Asia-Pacific

Bonds

Fixed income — developed markets

Fixed income — developing markets

Equities

Equities — developed markets

Equities — developing markets

Alternative investments

Private equity — direct investments

Hedge funds

Commodities

Agriculture (forest, farmland etc)

TOTAL portfolio

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Performance is based over the following period, Q1/Q2 2018 - Q1/Q2 2019. These performance figures are based on self-reported data.
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Figure 2.36

Actual return vs. Expected return, 2019

Index benchmark

Bonds

Fixed income — developed markets

Fixed income — developing markets

Equities

Equities — developed markets

Equities — developing markets

Alternative investments

Direct venture capital / private equity

Commodities

Agriculture (forest, farmland etc)

Cash or equivalent

Total Average Portfolio Return

Expected
performance May 2018 -
May 2019
3.7% 3
5.2% 7.1%
7.3% -0.6%
8.9% 8.0%
15% 13%
12% 13%
5.7% 36%
8.4% 37%
5.1% 7.3%
3.4% 1%
2.8% 03%
2.6% 12%
1.5% 23%
2.

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Performance is based over the following period, Q1/Q2 2018 -Q1/Q2 2019
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Figure 2.37
Annual asset allocation and average calendar year (January - December) index benchmark
performance, 2015-2018

2015 2016 2017 2018

Global

Developed Corporate

bonds Bond Index
Global High
Yield Index

Global

Developing Emerging

bonds

Developed

equity

Private

equity

Hedge

funds

Other

Total

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Performance is based over the following period, Q1/Q2 2018 -Q1/Q2 2019
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Figure 2.38
Market expectations of performance by asset class 2014 - 2019 (in percentage return)

Developing market fixed income

Equities

Developed market

Developing market

Alternative investments

Private equity: includes direct, venture, funds,
i i i ent, ban ication

Commodities

Agriculture

Cash or equivalent

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Performance is based over the following period, Q1/Q2 2018 -Q1/Q2 2019
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3. Taking the Pulse

3.1 Geo-Politics and the Economy

3.2 Climate Change and Sustainability
3.3 Social and Economic Inequality
3.4 Technology and Transformation

3. Taking the Pulse

Key survey findings:

For the first time, the Global Family Office Report has asked family offices for their views on hot topics stretching
across politics, economics, social inequality, technology, and the environment.

Some of the most notable findings were that 84% of respondents believe that the populist wave hitting the
western world will not fade by 2020, while 91% agree that US / China relations will have major economic
implications for 2020. Meanwhile, 63% of family offices believe that Brexit will not be positive for the UK as a long-
term investment destination.

53% of family offices have reported that climate change is the single greatest threat to the world. 36% contend
that there are not enough opportunities for family offices to invest in green technology. 62% believe that the
majority of family offices will engage in sustainable investing by 2022.

In the future, technology will continue to shape how family offices operate and invest. A notable 87% of family
offices agree that artificial intelligence will be the next biggest disruptive force in global business, while 57% agree
that blockchain technology will fundamentally change the way we invest.

Family offices are embedded in a global context Family offices were asked about their perceptions of, and
undergoing large-scale transformations. Whether one attitudes towards, the trends changing around them.
lives in the United Kingdom and are dealing with Brexit, or These questions spanned the realms of geo-politics, the
in China during the US/China trade war —their operations, economy, technology, the natural environment, and
investments, and broader business decisions will be social equality.

influenced by contextual factors. These represent barriers
and risks, but also opportunities for growth.

3.1 Geo-Politics and the
Economy

11

Who knows what will happen with Brexit, what will

happen in the EU, and what will happen between the
US and China. There are so many open questions — this

could have a dramatic impact on the market.”

- CEO, Single Family Office, Europe
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As discussed by the family office executives interviewed
forthis report, two interrelated trends are shaping global
politics today. First, populist governments are promoting
less economic integration and more protectionism.
Second, the world is experiencing a period of global
rebalancing. China, now the second largest economy,
is openly competing with the United States for geo-
political influence across the globe, and for economic
and technological dominance. The European Union,
which is caught between the United States and China,

is under additional pressure as it experiences higher
immigration and ongoing fiscal and banking risks.

91% believe that US / China relations will

have major economicimplications in 2020
Respondents noted that tensions between the United
Statesand China stem, in part, from the economic rise
of China and differences between the US market-led
economic model and China’s state-led economic model.

63% believe that Brexit will be bad for

UK investment

Asthe UK and the EU struggle to reach a post-Brexit
agreement, perceived political risk and economic
uncertainty are on therise. Brexit is, furthermore,
happening during a period in which the European Union is
under pressure from within, with critics of its migratory and
fiscal policies gathering supportinside the EU Parliament.
In the words of one family office executive:

“I'am fairly pessimistic. | predict a downturn with Brexit
looming, theissues in Italy and Greece unresolved, and
the possibility of Islamic terror coming back.”
—Managing Partner, Single Family Office, Europe

Figure 3.1

Global trends, geo-politics and the economy

US/China relations will have major economic implicationsin 2020

The global economy will enter a recession by 2020

e fes [

Growth in the emerging world will decline through 2020

In the long-term, Brexit will be a good thing for the UK as an investment destination

The populist trend in politics in the western world will fade by 2020

Bl Agree
Strongly agree

B Disagree
Strongly disagree

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding
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Globally, the majority of respondents (63 %) believe
that, in the long-term, Brexit (whether hard or soft) will
not be positive for the UK as an investment destination.
Although, in these divided times, some disagree, as one
family office executive remarked:

“The EU is still experimenting, and | am a bit sceptical of
it. I think the UK will benefit from being able to reduce the
hold that the EU has on it. I think that if the UK leaves —
deal or no deal - it will likely experience a small recession.
This will bring in more investment and ultimately | think
you will see a stronger UK.”

—Family Member and Chairman, Single Family Office,

North America

55% assert that the global economy will entera
recession by 2020

With the changing political landscape in mind, family office
executives were asked about their outlook on the economy
in the near-term. A majority of respondents (55%) believe
that the global economy will likely enter a recession by
2020 (figure 3.1). One respondent remarked:

“Our view is that there is potentially a recession
approaching within two, two and a half years or so.
| personally think it might be a little bit sooner.”
—Portfolio Analyst, Multi-Family Office, North America

3.2 Climate Change and

Sustainability

Sustainable investing is an emerging trend within
the family office space. Over a third (34 %) of the
community is now engaged in this form of investing,
and this cohort projects that their average portfolio
share of sustainable investments will grow from
19% to 32% within the next five years.

Climate change is the number one area family offices
support, which aligns with a recent report by the UN
Intergovernmental Panel on Climate Change (IPCC)
(2019) that urged the international community to take
firm action to avoid irreversible damage to natural and
human systems. The report projects extreme droughts and
flooding which will lead to the loss of several species of
animals and crops, as well as the spread of tropical diseases
across the globe, amongst other problems. The IPCC
concluded that, in order to avoid this scenario, levels of
CO2 emissions need to be brought down to net zero

by 2050.

53% believe that climate change is the greatest
threat to the world

With such information becoming increasingly
prevalent, we asked family offices if they perceived
climate change to be the single greatest threat to the
world. The result was divided, with 53% agreeing
with the paramount nature of this threat.

Lowering the level of carbon emissions across the globe
will require large-scale economic and technological

changes. Consequently, family offices envisage that
this transition will take place, with 84% expecting that
green energy will surpass fossil fuels in the future.

62% think that the majority of family offices will
invest sustainably by 2022

This is aresult of heightened societal awareness about
the world’s environmental and social challenges.

36% find there are insufficient opportunities to
investin green technology

One of the key areas for sustainable investing is green
technology. According to over a third (36 %) of family
offices, the current supply of opportunities to invest in
green technology is insufficient (figure 3.2). Perceived
lack of opportunities vary across regions, ranging
from 53% in the Emerging Markets to just 28% in
Europe. For one European family office executive:

“There are now many more opportunities in Europe to
investin green technology and have an impact on energy
to benefit the planet.”

—Founder, Private Multi-Family Office, Europe

The existence of a mature market for renewable

energy in Europe, with a history of generous
subsidies, might account for this result.
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Figure 3.2
Global trends, the environment

The majority of family offices will engage in sustainable investing by 2022

53%

Recycling requirements for the home / workplace should be governmentally mandated

48% 18%

If the previous generation valued ‘possessions’ and the current generation values ‘experiences’, then

the next generation values ‘transformation’

47% 13%

36% 41%

There are not enough opportunities for family offices to invest in green technology

34% 1.9 56%

Climate change is the single greatest threat to the world

32% 21%

Green energy will never surpass fossil fuel

7.6%

B Agree
Strongly agree

B Disagree
Strongly disagree

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding

3.3 Social and Economic

Inequality

In recent decades, unprecedented levels of
economic growth and technological change have
exacerbated socio-economic divisions. Rising levels
of inequality within and between countries, as well
asinequalities based on gender and identity, have
become established issues for public debate.

65% believe family offices have arole to play in
alleviating economic inequality

We asked family offices across the globe if they
think they have a role to play in alleviating economic
inequality, and a majority (65%) agreed (figure 3.3).
Itis worth noting, however, that there were regional
variations, ranging from three-in-four respondents
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agreeing in Asia-Pacific (77 %) and Europe (75%),
to less than half in North America (48%).

82% assert the world’s wealthiest will increasingly
tackle global challenges

Beyond solely social inequality, a large majority of
family offices (82 %) assert that the world’s wealthiest
individuals will increasingly tackle global challenges
normally reserved for government. Levels of agreement
are consistent across regions, except for respondents
from the Emerging Markets who agree almost
unanimously at 94%.

47 % consider women to be the most under-used
employment resource in family offices

Looking at gender equality within the family office
space, we found a fairly divided opinion regarding
the role of women in advancing family offices, with
47% considering that women are the greatest

under-used resource in the family office workforce
and 53% disagreeing. Across regions, those in
Asia-Pacific (52 %) were the most likely to agree,
followed by those in Europe (49%), Emerging
Markets (44%), and North America (42 %).

Figure 3.3

Global trends, social and economic inequality

The world’s wealthiest entrepreneurs will increasingly tackle global challenges normally reserved for government

61%

Family offices have a role to play in alleviating economic inequality

The greatest under-used resource for family offices’ workforce is women

35% 12%

B Agree
Strongly agree

B Disagree
Strongly disagree

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding

3.4 Technology and

Transformation

“Everything can be done remotely today. We only go to

the office one or two days a week. The world is becoming
more virtual and I think that is a trend that a lot of people

still do not understand.”
—Founding Partner, Single Family Office, North America

Technology is dramatically changing the way businesses
operate. From artificial intelligence to blockchain
technology and crypto-currencies, few remain
unaffected by the rapid and substantial advances
being made. As family offices experience the effects
of what some have designated the ‘fourth industrial
revolution’, we asked them about their perceptions of
the most transformative technologies. In the words of
adirector from a multi-family office in Asia-Pacific:

“There are five pillars which describe the future — that
is, the next 30 years or so: machine learning, artificial
intelligence, crypto-currency, blockchain, and, for me,
gaming. These are all quite new, and everybody is
working on them or beginning to invest in them. One
reason thatlam so bullish on thisis that you can feel
the electricity - almost like you felt in the 1990s with the
internet, or 2000s with the smartphone. At the moment,
people are not investing much — perhaps 1% to 5% of
their portfolios. They are often doing it for educational
purposes —to understand these technologies and

the trends.”

—Director, Multi-Family Office, Asia-Pacific
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9in 10 believe Al will be the biggest disruptive force
in global business

Anotable 87 % of all family offices agreed

that artificial intelligence (Al) will be the next

biggest disruptive force in global business. In

the words of two family office executives:

“Artificial intelligence can learn things much more
quickly than a human and see patterns that can help us
to predict events. Al touches virtually every field. In some
areas, like health care, there have already been studies
that show that machines are better at detecting cancer,
forexample.”

—Director, Single Family Office, Emerging Markets

“More and more family offices are being set up, and
families want to control their wealth more closely and
by themselves. To some extent, this will be increasingly
enabled by artificial intelligence, robo-advisers, and
digital reporting tools.”

—Managing Partner, Single Family Office, Europe

57 % believe blockchain technology will
fundamentally change the way we investin

the future

Blockchain technology, too, has the ability to

impact family offices. It can be used to tokenise
traditional assets on the blockchain to make their
management more efficient and accessible, to
implement innovative administrative protocols, and
more. In an interview, one member of the community
revealed that he uses blockchain technology to more
effectively gauge the impact of his philanthropic
endeavours. With this in mind, over half (57 %) of all
respondents believe that blockchain technology will

fundamentally change the way we invest in the future,

with little variance between regions (figure 3.4).

Figure 3.4

Global trends, technology and transformation

Artificial intelligence will be the next biggest disruptive force in global business

61%

26% %

Blockchain technology will fundamentally change the way we invest in the future

Driverless cars will be mainstream marketed by 2025

With the advancement of technology, ‘virtual family offices’ will overtake traditional family office structures by 2025

37% 7.3% B3

7.3%

More UHNW individuals will dedicate funds to colonising the moon in the future

PART) & 52%
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Strongly agree
B Disagree
Strongly disagree

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding
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4.1

Europe
Family Office
Highlights

Average family
wealth USD 1.4 billion,
average family office
AUM USD 861 million

2019 average portfolio return, 4.3%
Europe has been plagued with
political and economic struggles over
the past year. From the unresolved
aftermath of the Brexit vote in the
United Kingdom, to the budget
crisisin Italy, civil unrestin France,
and slowing economic growth

in Germany —the powerhouses

of the European Union have

been under consistent strain.

In this context, family offices

in Europe delivered the lowest
average portfolio return this year
at4.3%, compared to a global
average of 5.4% (Q1/Q22018-Q1/
Q2 2019). Thisis significantly
less than the 15% European
index benchmark return reported
forthe 2017 calendar year.

70% of Europeans believe Brexit
will be negative for the UK

When family offices in Europe were
asked their views about topical
issues, avariety of interesting findings
followed. In terms of the economy,
asignificant 70% of all respondents
believe that Brexit will not be positive
for the United Kingdom as an
investment destination in the long
term. Over half (54%) believe that the
global economy will enter a recession
by 2020, while a notable 84%

hold that US/ China relations will
have major economicimplications
over the same time period.

Onthe political front, 84% believe
that the populist trend, as has
affected Italy and the United
Kingdom, will remain unfazed
through to atleast 2020.

Europeans are the most likely to
see the dangers of climate change
Interms of the environment, the
majority of European respondents
(68%) believe that climate changeis
the single greatest threat to the world;
anotable proportion higher than in
North America (36%). A nearidentical
proportion (67 %) believe that the
majority of family offices willengage
in sustainable investing by 2022,
while an even greater amount (75%)

state that recycling requirements
for the home /workplace should
be governmentally mandated.

Artificial intelligence is set to be
amajor disruptive force

In the business realm, the majority
of Europeans believe that artificial
intelligence will be the next biggest
disruptive force in global business
(88%), while over half (57 %)
argue that blockchain technology
will fundamentally change the
way we invest in the future.

“We are very fond of technology in
Europe. We think that it has a bright
future, especially in Europe, because
we see alot of initiatives coming along
onthatfront. It can be in food, energy
or wherever else. | think technology
will change the world dramatically in
the near future.”

—Founder, Private Multi-Family

Office, Europe

17% of European family offices
have been hitby a cyber attack
Nearly one-fifth (17 %) of family
offices in Europe have knowingly
experienced a cyber attack. The
bulk of these attacks come in the
form of phishing (86%), however,
family offices have also been
notably hit by malware and social
engineering attacks (21% each).

Family offices’ #1 governance
priority is to establish effective
investment guidelines

In terms of governance priorities for
the coming 12 to 24 months, family
offices ranked the establishment
of investment guidelines as their
number one priority (72 %), while
communication between the
family office and family members
was ranked as the top priority

for family members (65%).

54% now have succession plans
On the succession front, over half
of family offices in Europe now
have their succession plansin place,
whilst the average age for the next
generation to assume control of
the family wealth is 45 years old.

Figure 4.1
Key findings from European family offices

Greater or less than the
global average

Key Characteristics

Average family wealth, SFOs

A +USD 153 million

Proportion of family offices established since 2010 V-1.8%

Investments

Investment strategy V A -0.1% growth, -4.1% balanced,
+4.2% preservation

V A -0.1% equities, +1.5% private
equity, +2.0% real estate, -1.4% fixed
income, -0.8% hedge funds, -1.2% other

Performance by asset class

'V A Equities (developed market)-1.7%,
equities (developing market)-3.0%,
private equity direct investments-1.0%,
private equity funds +0.5%, real estate
-2.2%, hedge funds-1.1%, fixed income
(developed market)-1.7%, fixed income
(developing market) -2.7 %

A A +55% sustainable, +4.0% impact

Proportion of family offices that invests
in sustainable and impact investing

Global Trends

In the long-term, Brexit will be a good thing for the UK as
an investment destination

V A -7.4% agree, +7.4% disagree

The populist trend in politics in the western world will fade
by 2020

US / China relations will
in 2020

Climate change is the single greatest threat to
the world

Recycling requirements for the home / workplace should be
governmentally mandated

The majority of family offices will engage in sustainable
investing by 2022

Art

Blockchain technology will fundamentally change the way
we invest in the future

A V +0.6% agree, -0.6% disagree

Costs

A 'V 4 basis points (+7 operational costs
and -3 external investment management
and performance fees)

WV A -USD 12,000 base salary,
+1.9% bonus

Total average spend on services, 2019

Average CEO base salary and average bonus
as proportion of base salary

Governance & Cyber Security

#1 family office governance priority

Risk management (investment, IT, etc.) (64%)
Communication between the family office
and family members (66 %)

The most common form of cyber attack

Succession Planning & Philanthropy

Proportion with succession plans in place

Average age the next generation will be when they assume
control of the family wealth

Average annual philanthropic donation VW -USD 0.4 million

Source: The UBS / Campden Wealth Global Family Office Survey 2019
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4.2

North
America
Family Office
Highlights

Average family
wealth USD 1.3 billion,
average family office
AUM USD 852 million

2019 average portfolio

return, 5.9%

The family office sector in North
America has benefited from the
longest economic expansionin US
history, 10 years and running. This year
has, however, produced tempered
returns compared tolast.In 2017,
the average portfolio return for North
Americawas 15.9% according to

the calendar year index benchmark.
Based on self-reported returns, this
year the averagereturnis 5.9%.

94% believe US / Chinarelations
will have major economic
implications, while 55% believe
we'll hit a recession by 2020

With the US/China trade war
heating up over 2019, nearly all
respondents reportedly believe that
these countries’ relations will have a
major economic impact by 2020.

“If we look at what happened
recently when the trade blocks came
out, everyone was sort of okay with
the trade situation —atleast it didn't
seem to be getting worse. But,

then it emerged that we are raising
tariffs to 25% —and we've had some
serious damage.”

—Family Member and Managing Director,
Single Family Office, North America

Furthermore, over half (55%) of
those in North America assert that
we will enter a recession by 2020.

“If there’s a disruption, people
retrench and don't make new
investments. That is the biggest risk
in our business. I've been shifting
more of my public equitiesinto
illiquid, because I believe that when
thereis uncertainty, who knows
what s going to happen.”
—Founding Partner, Single Family
Office, North America

“We don't have a lot of trustin
things at the moment apart from
bonds and private industry that we
have control over.”

—Family Member, Single Family

Office, North America

A futurerise in sustainable
investment activity is predicted
Over half (54%) of respondents

in North America believe that the
majority of family offices will engage
in sustainable investing by 2022,
while 66 % believe that there is now
an ample supply of opportunities
toinvestin green technology.

“Ithink that green energyisan
economic winner. People are more
willing now to pay a little bit more
money for electricity if it comes from
wind or solar.”

—Chief Investment Officer, Single

Family Office, North America

Meanwhile, just over a third (36 %)
of those in North America believe
that climate changeis the single
greatest threat to the world; a notably
lower proportion than in Europe
(68%) and Asia-Pacific (61%).

Artificial intelligence is set to

be a major disruptive force

On the business front, a large bulk
of North Americans contend that
artificial intelligence will be the next
biggest disruptive force in global
business (84 %), while over half (57 %)
argue that blockchain technology
will fundamentally change the

way we investin the future.

“The most exciting new technology
or trend is artificial intelligence.

I think there are more and more
companies using true Al to solve
real problems.” —Founding Partner,
Single Family Office, North America

Family offices’ #1 governance
priority is risk management

In terms of governance priorities for
the coming 12 to 24 months, family
offices ranked risk management

as their number one priority, while
communication between the family
office and family members was
ranked as the top priority for families.

1in 5 have been hit by

acyber attack

Over one-fifth (22 %) of family offices
in North America have knowingly
been hit by a cyber attackin 2019,
compared to a global average

of 20%. Within this cohort, the
majority of these attacks come

from phishing emails (65%).

Figure 4.2
Key findings from North American family offices

Greater or less than the
global average

Key Characteristics

Average family wealth, SFOs A +USD 17 million

Investments

Investment strategy A 'V +5.8% growth, +0.4% balanced,

-6.2% preservation

A V +56% equities, +0.6% private
equity, -2.7% real estate, -2.6% fixed
income, +1.5% hedge funds, -2.3% other

Performance by asset class

A 'V Equities (developed market) +0.8%,
equities (developing market)-0.9%, private
equity directinvestments +0.4%, private equity
funds +0.7%, real estate +1.6%, hedge funds
+0.4%, fixed income (developed market)
+0.9%, fixed income (developing market)

-0.6%

y nvests
in sustainable and impact investing

Global Trends

US / China relations will have major economic
implications in 2020

The majority of family offices will engage
in sustainable investing by 2022

Artificial intelligence will be the next biggest disruptive
force in global business

Blockchain technology will fundamentally change A V +0.6% agree, -0.6% disagree

the way we invest in the future

Costs
Total average spend on services, 2019

'V -13 basis points (-10 operational costs
and -2.3 external investment management
and performance fees)

A +USD 73,000 base salary, +4.3% bonus

Average CEO base salary and average bonus
as proportion of base salary

Governance & Cyber Security
#1 family office governance priority

Risk management (investment, [T, etc.)
(64%)

Communication between the family office
and family members (66 %)

The most common form of cyber attack

Succession Planning & Philanthropy
Proportion with succession plans in place

Average annual philanthropic donation A USD 1.0 million

Source: The UBS / Campden Wealth Global Family Office Survey 2019
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4.3
Asia-Pacific
Family Office
Highlights

Average family
wealth USD 908 million,
average family office
AUM USD 600 million

2019 average family office
portfolioreturn, 6.2%

For2019, akey term to describe Asia-
Pacific’'sinvestmentlandscape —and
the global investment world more
broadly —is ‘market correction’.

Toillustrate, in 2017 the average
global family office portfolio return
stood atastark 15.5%, with family
officesin Asia-Pacific heralding

the highest average return, 16.4%
(based on calendar year index data).
Thiswas, in great part, spurred by
tremendous returns emanating from
both the equities and private equity
markets, which generated a 38%
global average return for developing
market equities, 23 % for developed
market equities, and 18% for each
directand fund-based private equity.

As aresult of market correction,
along with a number of factors
such as the US/China trade war,
returns have fallen over the year. In
Asia-Pacific, based on self-reported
returns, the average portfolio
return stood at6.2% in Q2 2019.
Thisis compared toa 2019 global
average of 5.4%. This performance
was, in-part, aresult of a decline

in the performance of equities,
with developed and developing
markets returning averages of
3.3% and 3.4%, respectively.

Ashift towards wealth preservation
Inarelated trend, familiesin Asia

are shifting towards greater wealth
preservation. At present, 23% of Asia-
Pacificbased family offices are pursuing
apreservationistinvestment strategy,
up from 7.7 % last year (Global Family
Office Report 2018). This reflects a shift
inideology, as families—many of whom
generated their wealth in recent years
—arestarting to concern themselves
more greatly with safeguarding their
wealth, rather than focusing on
higher risk growth-based investing.

93% in APACbelieve US/ China
relations will have major economic
implicationsin 2020

Views towards the economy are also
somewhat unsettled at present,

particularly as a result of the flaring
US/China trade war, which has had

a chilling effect on business and
investment, and has, in the opinion
of some foreign leaders and business
executives, further propelled

the economic slowdown. As a
consequence, nearly all (93%) of family
office executives in Asia-Pacific asserted
that US/ Chinarelations will have major
economicimplicationsin 2020; the
highest proportion of any region.

48% believe there should be age
limits on succession

On a separate matter, interestingly,
when family office executives were
asked whether families should
setage limits whereby patriarchs
/matriarchs must relinquish control
to the next generation, nearly half
(48%) agreed that they should.

“There should be age limits to
succession —otherwise you risk
alienating a generation, and it
growing stale, and never having had
the chance.”

—Director, Single Family Office, Asia

Roughly half of families in Asia-
Pacific now have succession plans
With succession being a particularly
challenging topicin parts of Asia,
where open conversations about
the next generation taking over
canstill be a taboo subject, it is
encouraging to find thatas of 2019,
about half (49%) of families there
now have succession plansin place
(5% lower than the global average).

16% of family offices have
knowingly been hitby a

cyber attack...

...compared to a global average

of 20%. According to Campden
Wealth's Private & Confidential: The
Cyber Security Report (2017), family
offices in Asia-Pacific were also the
least likely to have cyber security plans
in place. This suggests that those in
Asia-Pacific, in particular, would be wise
to ensure that sufficient safeguards
are putin place to protect their private
and confidential information.

Figure 4.3
Key findings from Asia-Pacific family offices

Greater or less than the
global average

Key Characteristics
Average family wealth, SFOs

V-USD 377 million

Portion of family offices established since 2010

A +4.0%

Investments
Investment strategy

V A -5.7% growth, +1.2% balanced,
+4.4% preservation

Investment allocations

V A -4.2 equities, -2.8% private equity,
+0.7% real estate, +4.3% fixed income,
-1.5% hedge funds, +3.7% other

Total annual performance A +0.8%

A V Equities (developed market) +1.2%,
equities (developing market) +4.4%,
private equity directinvestments +2.9%,
private equity funds -2.2%, real estate
-0.5%, hedge funds +1.0%, fixed income
(developed market) +0.4%, fixed income
(developing market) +2.5%

A V +6.2% sustainable, -0.1 impact

Performance by asset class

Proportion of family offices that invests
in sustainable and impact investing

Global Trends

Families should set age limits whereby patriarchs /
matriarchs must relinquish control to the next generation

Us / China relations will have major economic implications
in 2020

The global economy
by 2020

Climate change is the single greatest threat to
the world

The majority of family offices will engage in sustainable
investing by 2022

Artificial intelligence will be the next biggest disruptive
force in global business

Blockchain technology will fundamentally change the way
we invest in the future

A V +9.5% agree, -9.5% disagree

V A -2.2% agree, +2.2% disagreee

Costs

Total average spend on services, 2019 A +6 basis points (+11 operational costs
and -5 external investment management
and performance fees

'V -USD 111,000 base salary, -15% bonus

Average CEO base salary and average bonus
as proportion of base salary

Governance & Cyber Security

#1 family office governance priority

Risk management (investment, IT, etc.) (64%)
Communication between the family office
and family members (66 %)

The most common form of cyber attack

Succession Planning & Philanthropy

Proportion with succession plans in place

Average age the next generation will be when they assume
control of the family wealth

Average annual philanthropic donation

'V-USD 3.8 million

Source: The UBS / Campden Wealth Global Family Office Survey 2019
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44

Emerging
Markets
Family
Office
Highlights

2019 average portfolio

return, 6.2%

Like the other regions, the Emerging
Markets have been similarly hit by a
slowing global economy. Although
certain countries like Argentina,
Tunisia, Bahrain, and Jordan,
have been particularly vulnerable
toan economicslumpin 2019,
overall, the Emerging Markets
have performed relatively well
compared to their regional peers.

Their total average family office
portfolio return stood at 6.2 %
overQ1/Q22018-Q1/Q2 2019.
Thisis marginally higher than
the 5.4% global average.

The asset classes that performed
the best were private equity direct
investing (12% average return), real
estate (11%), private equity funds
(10%), and REITS (6.0%). Those with
the weakest returns were hedge

and we also just moved from an
incredibly volatile country in South
America to the United States. We've
had enough volatility and super-
high risk.”

—Family Member, Single Family Office,
South America and North America

53% report there are not enough
green technology opportunities
Environmentally the Emerging
Markets are harvesting positive
shoots of growth for sustainable
investing, as roughly one-third
(32%) of the family offices within
this region report that they are
currently investing sustainably. There
are also calls for further investment
opportunities, as over half (53%)
of respondents reported that there
are currently not enough options
available for families interested in
green technology.

This desire for opportunities is

Figure4.4

Key findings from Emerging Markets family offices

Key Characteristics

Greater or less than the
global average

Average family wealth, SFOs

Portion of family offices established since 2010

'W-USD 400 million

Investments

V-USD 125 million

Investment strategy

Performance by asset class

Proportion of family offices that invests
in sustainable and impact investing

Global Trends

V A -10% growth, +11% balanced,
-0.4% preservation

-13% equities, -1.3% private equity,
+2.2% real estate, +6.7% fixed income,
+0.3% hedge funds, +6% other

A 'V Equities (developed market) +0.9%,
equities (developing market) +4.2 %, private
equity directinvestments-3.7 %, private equity
funds-1.1%, real estate +1.1%, hedge funds
-0.7%, fixed income (developed market)
+0.7%, fixed income (developing market)
+2.0%

V V¥ -2.0% sustainable, -0.8% impact

Growth in the emerging world will decline by 2020

A V +15% agree, -15% disagree

funds (1.6%), agriculture (3.5%), reflected by the fact that: 69% of The global economy will enter a recession by 2020 A V +11% agree, -11% disagree
L o . T
and other commodities (-1.0%). respon.dents' belle\./e.that the majority Climate change is the single greatest threat to the world ¥ A 6.5% agree, +6.5% disagree
of family offices will invest sustainably B N
. . . t tunit t t 9 -17% di
56% believe that growth in the by 2022; 47% attest that climate greeerﬁ ?gih”folgg;’“g opportunities for families to invest in AV +17% agree, -17% disagree
emerging world will decline changeisthesingle greatestthreat oo R S B N  — B —
. The majority of family offices will engage in sustainable AV +6.7% agree, -6.7% disagree
by 2020 to the world; and 83% argue that it investing by 2022
In terms of attitudes towards the 's untrue that green energy will never Avtifical nteligence will b the next biggest disruptiv force. AV 5% agree, 5% diagree
Ave rage fam"y economy, over half of respondents surpass fossil fuel. This setting, in fact, in global business
in the Emerging Markets (56 %) provides a ripe backdrop for potential Blockchain technology will fundamentally change the way | 56%agree, 4% disagree ¥ A -12% agree, +1.2% disagree

wealth USD 885 million,
average family office
AUM USD 676 million

believe that growth in the emerging
world will slow by 2020, while 67 %
believe that we will enter a recession
by the same year. When one family
member from South America was
asked if she believed that we will
soon enter a recession she said:

“I'mjust feeling a lot of uncertainty.
We've been grappling with that
question a lot, not only with our
portfolios but as a family in terms

growth within the Emerging Markets’
sustainability and impact space.

95% believe artificial
intelligence will have a major
impact on business

Another area of optimism lies in
the technology realm, as practically
all family office respondents from
the Emerging Markets —95%,
the highest proportion of any
region — believe that artificial

we invest in the future

Costs

Total average spend on services, 2019

Average CEO base salary and average bonus
as proportion of base salary

Governance & Cyber Security

'V-14 basis points (-13 operational costs
and -1 external investment management
and performance fees)

'V A-USD 21,000 base salary, +9.3%
bonus

#1 family office governance priority

#1 family governance priority

Risk management (investment, IT, etc.)
(64%)

Communication between the family office
and family members (66 %)

of how aggressive we want to be. intelligence will be the next biggest

Should we put our money in the disruptive force in global business. Succession Planning & Philanthropy

stock market? Should we put it Additionally, over half (56 %) Proportion with succession plans in place . 10%

ln realeState7 Should We pUt Itln belleVethat blOCkChaIntechnOlOgy ................................................ ........ ..................................................................................................................
. S . Average age the next generation will be when they assume V -2 years

our business? We've worked hard will fundamentally change the control of the family wealth

o deleverage our family business wayweinvestinthefuture, et Y

V-USD 2.8 million

Average annual philanthropic donation

over the past two years to prepare,
justin case thereis arecession. Asa
family, we can’t afford to be super-
aggressive; we're fourth generation

Source: The UBS / Campden Wealth Global Family Office Survey 2019
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Technological disruptions and the
family office space

Interview with a founding partner of asingle
family office in North America

We are experiencing a period of transformative
technological change. Artificial intelligence, the
Internet of Things (loT), blockchain, and virtual
reality, amongst other technological solutions, are
transforming the family office space in two ways:
First, they widen the areas in which family offices
focus their investments. Second, they transform
the ways in which family offices operate.

Are you only investing in technology?

Yes, and we think that the most exciting

new technology is Al. Although | think it's still
misunderstood, ultimately, there are more and more
companies using true Al to solve real problems. For
example, we invested in a company which uses Al
to predict when a bus might break down. It was a
success; the local transit authority of the city where
we pitched it bought itimmediately. The interesting
thing is that it combines Al with human judgement,
using what s called ‘human in the loop’. To explain,
Al alerts a technician about potential problems,
resulting in human intervention. This technician,

in turn, feeds back to the computer its correct and
incorrect predictions, and the programme learns
and adapts to refine its abilities to predict.

What is your investment strategy in this area?
We see co-investing as key. We build relationships
with seed funds, angel funds, our LLPs, etc. Our
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co-investors send us proposals they find interesting.
However, since most family offices don’t have the
expertise to value early stage venture investments,
co-investing makes sense. Thisis an area in which direct
investments are too risky, and when you don't have
enough staff it is difficult to build a robust financial
model. Most family offices, hence, investin a later
stage of the process, when companies start to take off.

How does your strategy deal with risk,
uncertainty, and economic cycles?

We're investing in things that generally are not
affected by markets. Take the case of elderly care
forexample, we invested in Al solutions to prevent
elderly people from falling. These solutions will
work no matter what the market does. People
will need to keep the bus from breaking down
when it comes to public transport, which is less
sensitive to market fluctuations. In other words,
we focus on products and services which are less
consumer-driven, less susceptible to bubble bursts.

Are technological trends influencing your ways
of working?

First, we are witnessing a movement away from
focusing on Silicon Valley, New York, and Boston to
Israel and a few other places in the world. Venture
capital is following this trend. For example, two of
the companies we fund are completely virtual, “they
hire the smartest people in the world and we have
them placed in Eastern Europe and Latin America”.

Second, this trend also influences our ways of working.

For example, we only go to the office one or two days
aweek, even though we all live within 30 minutes of
the office. The world is becoming more virtual, and
family offices are also moving along these lines.

5. Family Office

Structures

5.1 Family Office Costs

5.2 Family Office Human Capital



5.1 Family Office Costs

e In 2019, family offices’ total average spend on services stood at USD 11.8 million. This includes USD 6.8 million

in operational costs and USD 5.1 million in external investment management administration and performance fees.

e Family offices spent an average of: USD 1.5 million (14 basis points) on general advisory services; USD 2.5 million
(25 basis points) on investment-related activities; USD 1.0 million (10 basis points) on family professional services,
and USD 1.7 million (17 basis points) on administration activities.

e Family offices are, on average, spending less this year on internal investment-related services (USD 2.5 million),
and more on family professional services (USD 1.0 million) and general advisory services (USD 1.5 million).

Family offices’ 2019 average spend on services,
USD 11.8m

Once again this year, the Global Family Office Report
outlines the average costs family offices incur on their
operations and external investment management.

This year, family offices spent an average of 117 basis
points (bps) of AUM on services (up slightly from the 113
bps spentlast year). This consisted of 67 bps on operating
costs (i.e. general advisory, investment, family professional,
and administration related services), and 50 bps on external
investment management administration and performance
fees (compared with 65 and 48 bps, respectively, last year)
(figure 5.1).

North America and Emerging Markets have the
lowest operating costs

Similar to last year, family offices in North America and
the Emerging Markets have reported the lowest average
operating costs. In North America, operating costs average
57 bps, while external investment management and
administration fees average 25 and 23 bps, respectively.
In the Emerging Markets, the numbers are 54, 25, and

24 bps, respectively (figure 5.2).
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Figure 5.1
Family offices’ overall operating costs in basis
points (SFO + MFO), 2018 and 2019
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Source: The UBS / Campden Wealth Global Family Office Survey 2019

Figure 5.2
Family offices’ overall costs in basis points
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Spend increasing on family professional and
general advisory services...

Broadly speaking, family offices are spending more on
family professional services this year, USD 1.0 million in
2019 compared to USD 784,000 in 2018 (figure 5.3).
Thisincludes additional spend on all categories within
this area, including family governance and succession
planning, family counselling, concierge services and
security, support for new family businesses, and the
management of high-value physical assets.

They are also allocating slightly more to general advisory
services, averaging USD 1.5 millionin 2019 compared
to USD 1.4 millionin 2018. This increase stems from
heightened spend in financial and estate planning, and
trust management.

...but decreasing on investment-related services
Family offices are, however, spending less on investment-
related services (USD 2.5 millionin 2019 versus USD
2.9 millionin 2018). The most notable categories where
investment has been reduced are traditional investment,
alternative investment, real estate, and FX management.
The only category where investment-related spend
noticeably increased was investment banking functions.

It should be noted that these figures are only ballpark-
accurate and only indicative of changesin spend. On

the latter, each year this survey is administered, roughly
two-thirds of all respondents differ from the previous year
-and as the sample group changes, there is some fluidity
in the results. Furthermore, this year, family offices were
asked to provide two years of data, for 2018 and 2019,
therefore the 2018 data was not taken from last year's
report, and so in turn should not be directly compared to
previous editions. Where statistics from the 2018 Global
Family Office Report are noted, explicit reference to it
ismade.

Family offices balance in-house and

outsourced work

Most family offices provide the bulk of their services in-
house rather than relying on external service providers.
With that said, itis very common for family offices to
find a balance between those services that can be best
managed internally versus those which require outside
support and expertise.

Forinstance, echoing the pattern from last year,
family offices tend to do their financial planning, asset
allocation, risk management, manager selection and
oversight, and financial accounting and reporting
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themselves. They most frequently outsource their legal
services, private banking, insurance planning, and
global custody and integrated investment reporting.

The services that are most often provided through
a balance of both in-house and outside resources
include tax planning, estate planning, and
investment banking functions (i.e. deal sourcing,
due diligence, capital structuring, etc.) (figure 5.4).

Each family office needs to find the right balance

for them, weighing both costs and capabilities. This
balance can change as the family decides to scale up or
scale back their operations, or expand internationally.

“We used to manage everything in-house. That was
until about three years ago —we completely got out of
that and decided to hire outside managers to do the actual
investing and picking of our stock. If we were to bring all
of that back in-house, in the United States, it would be
cost-prohibitive.”

—Executive Director, Single Family Office, North America

“Itis challenging to attract top talent to our small coastal
community. Inturn, we outsource a lot. We have a money
manager, a relationship manager, and a traditional broker
/ dealer. We own a variety of stocks, international and
municipal debt, and we have invested in a fund. It's all the
things that I don’t have the expertise to invest in or time to
manage. We've been very pleased with the results.”
—Managing Partner, Single Family Office, North America

“In the United States, normally we are not deeply
connected to the private equity business, so the chance
of getting access to those managers is very poor. Also,
due diligence-wise, itis quite hard to do it out of Europe.
Therefore, we have hired an investment adviser who
specialises in the business and who helps us.”

—CEQ, Single Family Office, Europe

“With regard to family office costs, globally, the laws and
regulationsjust keep coming fast and furious. That means
that legal bills will continue to go up. I also think that front
office services will continue to move in-house — families
are asking, why should they delegate? But in terms of the
back office, the more people can delegate, the happier
they are. Now there are more vendors and families who
realise that there are professionals working in the space
who can help.”

—Director, Multi-Family Office, Asia-Pacific

Figure 5.3
SFO and MFO costs of individual services from main service categories (USD)

Proportion of ~ Operating cost ~ Operating cost Proportion of ~ Operating cost ~ Operating cost Proportion of ~ Operating cost ~ Operating cost
operating costs  of each service ~ for the average  operating costs ~ of each service ~ for the average  operating costs  of each service ~ for the average

in % (BP) FO (USD)* in % (BP) FO (USD)* in % (BP) FO (USD)
General advisory
services 1,196,000
Financial planning 43 313,000

Trust management . 194,000

Investment related
activities

Asset allocation . 353,000

Manager selection
/ oversight

Investment banking
functions

Financial accounting
/ reporting

Global custody and
integrated investment
reporting

Philanthropy

Family professional
services

Concierge services
and security

Management of high-
value physical assets (e.g.

Support for new family
business & other projects . 222,000

Administrative
activities

IT costs

Other office services . 277,000

1.7
5'722’000 n

Administration

/ management 2,061,000

Performance M -

Source: The UBS / Campden Wealth Global Family Office Survey 2019. Notes: Figures may not sum to 100% due to rounding. Total costs (bps) do not match those in Figure 5.1 because
the numbers in Figure 5.3 are based on participants who provided more data.
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Figure5.4
Family offices’ management of services —in-house, outsourced or both

If ‘Both’,
what

percentage
(%) is

In-house?

Outsourced
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Trust management

Investment related activities

Asset allocation

Investment banking functions
(deal sourcing, due diligence, capital structuring, exits)

Philanthropy

Family professional services

Concierge services and security

Support for new family business and other projects

Administrative services

IT costs

Other office services

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not total 100% due to rounding
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5.2 Family Office Human
Capital

Key survey findings:

¢ In 2019, the average base salaries across family office C-suite staff were: CEO USD 335,000, CIO USD 266,000,
COO USD 213,000, and CFO USD 208,000. Including bonuses, the total salaries paid out were:
CEO USD 496,000, CIO USD 399,000, COO USD 277,000, and CFO USD 275,000.

* 16% of family offices have now adopted diversity targets for their hiring, up from 14% in 2018.

CEOs’ average total salary stands at The next highest paid post is that of a CIO, which has

USD 496,000 globally an average base salary of USD 266,000 or USD 399,000
CEOs' average base salary in 2019 stood at USD 335,000 including bonus. COOs and CFOs received similar levels
worldwide, up 3.7% from 2018. With the average bonus of compensation this year after bonuses are factored in at
standing at48%, CEOs' total remuneration (excluding USD 277,000 and USD 275,000, respectively.

other benefits or investment incentives) totals USD
496,000 (figures 5.5 /5 .6).

Figure 5.5
C-suite staff average base salary, 2018 and 2019 (USD)

Average base
salary 2019

208,000

Chief Financial Officer (CFO)

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Figure 5.6 B Average base salary 2019
C-suite staff, average base salary plus bonus, 2019 (USD) ¥ Bonus paid as % of salary
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
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CEOs in North America receive the highest salaries
In terms of regional differences, CEOsin North America
were paid the highest average base salaries (USD
408,000), followed by those in Europe (USD 323,000), the
Emerging Markets (USD 314,000), and Asia-Pacific (USD
225,000) (Figure 5.7). The CEOs in North America also
received one of the highest bonuses as a proportion

of their base salaries (52 %) (Figure 5.8).

Bonuses are often discretionary

Staff bonuses at the C-suite level are often discretionary.

This is most often the case with CFOs and COOs, as over
half of respondents (55% and 52 % respectively) reported
that their team members’ bonuses are discretionary,
comparedtojust 9.0% and 15% respectively who stated
that they were formulaic (figure 5.9).

There has also been a shift this year with employers
utilising more discretionary bonuses. For instance, 44%
of this year’s sample of CEOs received a discretionary

bonus compared to 32% of last year’s, and 35% of CIOs
received a discretionary bonus this year compared to 20%
last year.

Another relatively common form of compensation is a
mixed approach, whereby the bonus is an amalgamation
of both discretion and formulaically set targets and / or
proportional profit sharing. One-quarter (25%) of CEOs’
bonuses are mixed, along with 27 % of CIOs. Fewer COOs
(17%) and CFOs (18%) have mixed bonuses; instead they
are predominantly discretionary.

16% of family offices have diversity targets, 76 %
do not

Reflecting a broader move towards the adoption of
diversity targets in wider corporate and government
circles, 16% of family offices now have diversity targets
in place within their hiring remits (figure 5.10). This is an
increase of 2 percentage points from last year’s Global
Family Office Report.

Figure 5.7

Base salary of key family office personnel by region (USD)

450,000

408,000

400,000 323,000

350,000

300,000
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250,000 187 000
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Europe North America

CEO clo coo CFO CEO clo coo CFO
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300,000 225,000 240,000
250,000 194,000 195,000
200,000 163,000

124,000 135,000

150,000

Asia-Pacific

CEO Clo Ccoo CFO

Source: The UBS / Campden Wealth Global Family Office Survey 2019

Emerging Markets

CEO Clo Ccoo CFO

Note: Numbers in the Emerging Markets should be treated with caution due to small sample size.
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Figure 5.8
Value of bonus paid out as percentage of base salary by region

70% 55% 55% 57%

60% 499, 52% 40%
50%

40% 25% 25% 33%
30%
20%
10%
0%
Europe North America Asia-Pacific Emerging Markets
CEO ClO COO CFO CEO CIO COO CFO CEO CIO COO CFO CEO CIO COO CFO
Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding
Figure 5.9 Figure 5.10
Bonus type Percentage of family offices with diversity
targetsin place
60% 5255
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45% '
B Don'tknow
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30% 22 2527
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10%
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not total 100% due to rounding

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding
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6. Family Office
Purpose

6.1 Governance, Risk, and Cyber Security
6.2 Succession Planning and the Next Generation
6.3 Philanthropy

6.1 Governance, Risk,
and Cyber Security

Key survey findings:

e As asign of growing maturity, family offices are increasingly putting governance structures in place to further
professionalise their operations. At present, between 62% and 74% of family offices have different forms of
investment guidelines and monitoring strategies in place; 54% have mission statements, and 54% provide

market monitoring and analysis services.

¢ One-fifth of family offices have knowingly experienced a cyber security attack. By far, the most common form
of attack is phishing (legitimate-looking email scam) (76%), followed by malware (installation of malicious
software) (33%), and social engineering (specific targeting of an individual) (33%). To mitigate such attacks,
family offices often employ expert support or external advisory services (78%), and provide back-up / disaster
recovery (76%), user education / awareness training (69%), and monitoring services (also 69%).

¢ Improving communication between the family members and family office is the number one governance priority
for families over the next 12 to 24 months (66%), while risk management (e.g. investment, IT, etc.) is the

number one priority for family offices (64%).

Governance and Risk

Asthe family office space matures, governance structures
are often putin place or are made more sophisticated as
staff adopt more institutionalised practices. Often, when
family offices are initially established, they offer only
limited investment-related services. Over time, the offices
expand their offerings to include other services that are
useful to families, such as succession or mission planning.
These elements often become more robust as families
increasingly concern themselves with long-term multi-
generational planning and legacy building. In the words of
one family office executive:

“Very simply, there is a financial capital pillar, social capital
pillar, intellectual capital pillar, and a cultural capital pillar -
and all of them need to be nurtured if a family is to preserve
its legacy in the broader sense over the long-term.”
—Partner, Multi-Family Office, Europe

The bulk of family offices have investment-related
governance structures

At present, 74% of all family offices have investment
guidelinesin place, 67 % offer control plans for monitoring
investments, 62 % provide investment process guidelines
toaid tactical asset allocation decisions, 54 % have mission

statements, 34% have formal written succession plans,
and 30% have operational manuals which govern their
portfolio construction decisions (figure 6.1).

Some others, especially newly-established family offices,
arestilltrying to find their feet in terms of governance and
have yet toimplement their structures. In such cases, it
might be fruitful to seek outside advice, as was expressed
by one single family office executive:

“We have no expertise in governance, we need someone
to facilitate it. These things need to be done with a lot of
engagement, and it is often helpful to have an external party
be the facilitator.”

—Director, Single Family Office, Emerging Markets

Another family office executive noted that, while he comes
from a small family, there are still various basic governance
structures that it would be beneficial to incorporate:

“We are avery, very small family, but something like a family
general assembly or a board of shareholders would be useful
tohave, plus a constitution.”

—Family Member, Single Family Office, Emerging Markets
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Figure 6.1
The governance structures family offices
currently have in place
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not total 100% due to rounding

Risk management is the #1 priority for

family offices...

Looking forward, family offices have reported that their
top governance priorities for the next 12 to 24 months relate
torisk management (64 %), installing effective investment
guidelines (62 %), managing the oversight of human
capital (39%), implementing control policies (35%), and
re-designing the board and/ or the key responsibilities of
senior staff (35%) (figure 6.2). In relation to risk, two family
office executives remarked:

“Very few families actually have a formal process for
identifying and mitigating risk, whether itisintergenerational
risk or other types of risk. Investment risk is generally the
one area the investment committee has probably covered
reasonably well, but thatis only one area amongst many
different types of risk that the family might need to consider.”
—Partner, Multi-Family Office, Europe

“When we talk about the risks our families are currently
facing, none of the top five are financial. Instead they
are about a lack of leadership, a lack of planning,
intergenerational disputes, things of that nature.”
—Partner, Multi-Family Office, Europe

In terms of human capital oversight, this can be challenging
when both family members and outside professionals are
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involved. The way one family has dealt with the integration of
family membersinto its operations is described here:

“There were so many cousins, therefore generation two
created a series of qualifications that were required if you are
afamily member who wants into the operation.”

—Family Member, Single Family Office, North America

Figure 6.2
Governance priorities for the family office in
the next 12-24 months
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not total 100% due to rounding

...while effective communication is the #1 priority

for families

The core governance priorities for families over the next 12 to
24 months include improving communication between the
family office and family members (66 %), educating family
members about the activities of the family office (55%),
implementing a succession plan (46%), and educating family
members about how to become responsible shareholders
and stewards of the family wealth (44 %) (figure 6.3). The
head of one single family office commented:

“The family has set up a really good and fully-fledged family
governance structure. ltincludes family values, governance,
and communication. It also includes a very concrete
investment policy.”

—Managing Partner, Single Family Office, Europe

In the words of two other family office executives in relation
tosuccession planning:

“Instead of it being autocratic, an individual selected by the
currentleader, we are starting to see a very significant shift
to selection by committee. This takes account of skills that a
particularindividual may have, along with the role of outside
advisersinthe process.”

—Partner, Multi-Family Office, Europe

“There is a need for intergenerational strategies and
planning. Certainly there is increased awareness of the
necessity for that type of advice, counselling, and planning.”
—Partner, Multi-Family Office, Europe

Figure 6.3
Governance priorities for the family in the
next 12 to 24 months
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% because respondents can select multiple options

Cyber Security

20% of family offices knowingly suffered a

cyber attack

I[tis difficult to be insulated from the growing news
coverage over recent years about cyber security attacks.
From the hacking of the Democratic National Committee
during the 2016 presidential election in the United States,
to the theft of 500 million Yahoo! users’ account data
announced in 2016, new forms of technology-driven risk
now permeate our business and public affairs—and family
offices are not exempt.

When those studied here were asked whether they have
suffered a cyber security attack, 20% said yes, 72 % said
no, and 8.5% were unsure (figure 6.4). In reality, the
number of those who have been attacked is likely higher,
as cyber operations are often covert, leaving a proportion
of victims unaware of the assault on their systems. As one
family office executive stated:

“To our knowledge, we have not suffered a cyber attack -
but1’'m sure many happen without the victim knowing.”
—Director, Single Family Office, Emerging Markets

Furthermore, Campden Wealth published a report
entitled Private and Confidential: the Cyber Security
Reportin 2017, and a notably higher proportion, 32%
of the family offices, claimed to have experienced a
cyber attack. This was 10% greater than the proportion
of family businesses which were knowingly attacked,
suggesting a potential skew towards the targeting

of family offices, which are associated with the
management of substantial wealth and assets.

Figure6.4
Whether family offices have knowingly
experienced a cyber attack

M Yes
No
B Don’'tknow

72%

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: The sample size for the Emerging Markets was too small to produce indicative results

Phishing is the most common form of attack

The most common forms of attack, as experienced by the
family offices within this report, were: phishing, which is
alegitimate looking email scam (76 %); malware, which

is the installation of malicious software onto others’
systems (33%); social engineering, which is where
specificindividuals are misled into giving up their personal
information (33%); and ransomware, which includes the
holding of others’ data for ransom (20%) (figure 6.5).
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Figure 6.5
Nature of cyber attacks on family offices

Phishing (legitimate-looking email scam)

Malware (installation of malicious software)

Social engineering (specific targeting of an individual)

Ransomware (data being held for ransom)

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: The sample size for the Emerging Markets was too small to produce indicative results

78% rely on security experts for support

Given the growing commonality of cyber threats,
family offices are increasingly putting systems in place
to safeguard themselves. At present, 78 % are utilising
external advisory services or experts for support, 76 %
have back-up and disaster recovery, 69% offer their
staff education and awareness training, and 69% rely
on security monitoring services (figure 6.6). One family
office executive from North America remarked:

" After we suffered a cyber attack, we changed our
vendor and they dramatically strengthened our firewalls
and approach to IT. For a small family office, we invest a
substantial amount of resources monthly to make sure
that they are monitoring all access to our websites, as
well as ourinternal IT functions. | never thought I would
be spending the kind of money I spend each month just
on cyber security.”

—Family Member and Managing Partner, Single Family Office,
North America
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Figure 6.6
Precautions taken to protect against
cyber attacks

Expert support/external advisory
Back-up and disaster recovery
User education and awareness
Monitoring
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Control of home and mobile working

Additional internal staff / capability

Other
I 2.2%

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% because respondents can select multiple options

Another family office executive offered a word of advice
to the community:

“ After we were hit by a cyber attack we had to change
all of the computers in our office because they were all
manufactured to operate on Windows 7. Windows 10
is now out and at some point this year Microsoft will
no longer send out security patches on Microsoft 7.
Therefore, if you're not changed over to Microsoft 10
with the new security service and patchworks, you're
going to be totally vulnerable to hackers.”

—Family Member and Managing Director, Single Family Office,
North America

The Global Family Office Report 2019
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6.2 Family Office
Succession Planning and
the Next Generation

Key survey findings:

e QOver half (54%) of family offices now have a succession plan in place, up a considerable 11 percentage points

from the figure reported in last year's report.

e Some of the most significant challenges family offices highlighted in relation to succession planning were
discomfort in discussing sensitive matters (37%), the patriarch / matriarch being unwilling to relinquish control
(33%), and the next generation not being qualified enough to manage the family wealth (31%). In a similar vein,
nearly half (47%) of respondents said the next generation was currently either somewhat (29%) or very (18%)
unprepared for future succession, suggesting that additional training / mentoring could prove beneficial.

e Reflecting the fact that we are in the midst of a generational transition, respondents reported that 28% of Next
Gens took control of the family wealth within the last 10 years, while 37% are expected to take control within
the next 10 years. In fact, 36% reportedly already hold executive or management positions within the family

office and 25% sit on the board.

e The average age globally for the succession of the next generation is 45 years old. On a regional basis, the
average age in North America is 47 years, 45 in Europe, 43 in Emerging Markets, and 41 in Asia-Pacific.

Over half of families now have succession plans

Just as baby boomers once came into the fold to take over
the reins of stewardship for the family wealth, we are now
in the midst of another generational transition. It consists,
namely, of those from generations X (born 1965-1979)
and Y (millennials, born 1980 - 1996).

The Global Family Office Report has been tracking this
transition over the years.In 2016, it was revealed that
nearly 70% of family offices were expecting a generational
transition to occur within the next 15 years. However, in
2017, less than half of families had a succession planin
place. Inturn, a call was put out to encourage families to
prepare for generational succession.

In 2018, the report found that 29% of family offices
already had Next Gens in executive or management

positions, and 23% had them on the board. Yet, still
less than half of families had finished their long-term
succession planning.
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Today, itis encouraging to report that over half (54 %)
of families now have a succession planin place, up a
notable 11 percentage points from 2018 (figure 6.7).

Itis, however, also important to note that just 32 % of
these plans are formally written. Twelve percent are merely
informally agreed, written plans, while 10% are verbal
and without written documentation. With that said, to
mitigate the confusion which may arise in the event that
aloved one passes away or becomesiill, itisimportant
that the current generation leave clear guidance as to the
wishes they hold surrounding the management of their
wealth, businesses, and assets. The most forward thinking
families prepare for succession many years in advance,
so thereis no time like the present to get ahead.

Figure 6.7
Succession plan status
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding

Discomfortin discussing succession is the

biggest challenge

Families can find it uncomfortable to discuss succession,
asit can be a sensitive matter. When family offices were
asked what the greatest challenges to succession planning
were, conversational discomfort was ranked number one,
asreported by 37 % of respondents. The fact that the next
generation is still too young to plan for their future roles
came in close second (36 %), followed by the patriarch/
matriarch being unwilling to relinquish control (33%),
and the next generation not being qualified enough to
take over the management of the family wealth (31%)
(figure 6.8). In relation to the need for the relinquishing
of control, one family office executive remarked:

“There has to be a willingness of the first generation to
start relinquishing control and understanding that this
is a process, and over a period of time they have to do
management and leadership development that they
would do with an operating company.”

—Managing Partner, Multi-Family Office, North America

Figure 6.8
Challenges families face with regard to
succession planning

Discomfortin discussing the sensitive subject matter
37%
The next generation still being too
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17%

Not knowing how best to construct a successful
succession plan/alack of good advice

13%

Other
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Source: The UBS / Campden Wealth Global Family Office Survey 2019

Note: Figures may not sum to 100% because respondents can select multiple options
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The average age a Next Gen assumes control of

the family wealth is 45 years

When respondents were asked what age the next
generation was/ or will be when they take control of the
family wealth, 40% said in their forties, 27 % said in their
thirties, and 18% said in their fifties. The average age

Succession happens the latestin North America,
earliest in Asia-Pacific

On aregional basis, next generations are, on average, 47
years old when they assume control of the family wealth
in North America, 45 years in Europe, 43 years in the
Emerging Markets, and 41 years in Asia-Pacific

globally was 45. (figure 6.10).

Figure6.10
Age the next generation was/ will be when they assume control of the family wealth, by region

North Emerging
America Markets

Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% due to rounding

38% will take over in the next 10 years; 28%
already have

Timing wise, over one-quarter (28%) of Next Gens have
already taken over; they did so within the last 10 years.

Another third (37 %) will assume control within the next
10 years, followed by 28% who will dosoin 11+ years
(figure 6.11).

The Next Generation

This leads to a more direct discussion about how Next
Gens are being prepared to become good stewards of
the family legacy. At present, 73% of family offices report
being either very or somewhat prepared for succession.

Figure 6.9
Preparation levels for succession by type
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Philanthropy can teach Next Gens about wealth
One area where Next Gens are often brought into the
fold is philanthropy. Philanthropic giving and initiative
structuring can be a fruitful way to educate younger
family members about the way the family operates.
It can help them learn about project sourcing, planning,
budgeting, performance, and broader management
skills. It can also teach them fundamental lessons
about the family’s values, what it means to be part of
afamily legacy, and the general need for giving back
tosociety. Itis due to reasons such as these that nearly
one-quarter (24%) of family offices currently work
with the next generation on philanthropic matters.

A quarter have a Next Gen on the board
Other means of gaining experience include giving Next
Gens management or executive roles within the family

office or providing them with an opportunity to siton
the board —something that over a third (36 %) and a
quarter (25%) currently do, respectively (Figure 6.12).

Regardless of what lessons the current generation
wants to bestow on their children, personal time and
mentorship are amongst the most important gifts and tools
for learning that any child —young or grown up — can
receive. In the words of one family office executive:

“When the patriarch is alive and savvy, it is priceless for
the next generation to have the opportunity to listen to
how he thinks, what his rationale is.”

—Managing Partner, Multi-Family Office, North America

Figure 6.12
Next generation involvementin the family office
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6.3 Philanthropy

Key survey findings:

e  Families reportedly gave, on average, USD 6.4 million via their family office to philanthropy over the last
12 months. The bulk of families, 61%, gave less than USD 1 million; 23% gave between USD 1 million and

USD 5 million, and 16% gave USD 5 million or more.

e The top causes families support are education and health (90%), followed by economic and social impact (45%),

and the environment (33%).

¢ To highlight areas that could be beneficial to focus on in the future, respondents were asked what key
challenges families face in their philanthropic giving. Difficulties in identifying good organisations to support
(58%), how best to measure the impact of philanthropic initiatives (54%), and how to effectively scale-up
successful projects (25%) were most frequently mentioned.

71% of family offices are engaged in philanthropy
Families of wealth have along tradition of philanthropic
giving, as exemplified by the fact that 66 % of those
surveyed proclaimed that the families they support have
family foundations.

There are, however, alternative routes to giving. Nearly
half (47 %) of families give directly to causes, 37 % give
via charities, and 17 % give through donor advised funds.
Family offices provide an additional outlet for philanthropic
engagement, and a reported 71% are being used for this
means (figure 6.13).

Figure6.13
Vehicles used for philanthropic giving
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
Note: Figures may not sum to 100% because respondents can select multiple options

42% have a philanthropic strategy in place

Interms of having a strategy for philanthropic endeavours,
such as a ‘time-limited’ or ‘giving in perpetuity’ style
strategy, 42 % of family offices report that they manage
their giving with a clear strategy and focus. Roughly a
quarter (26%) manage the philanthropic activities without
such focus (figure 6.14).

Figure 6.14
Whether the family office manages the
family’s philanthropic activities

Yes, with a clear strategy and focus
42%

No, the family has established outlets for giving outside of the family
office (including, but not limited to, a charitable foundation)

29%
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26%

Planning to within the next 18 months
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Source: The UBS / Campden Wealth Global Family Office Survey 2019
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Annual philanthropic giving averaged

USD 6.4 million

Globally, the average amount family offices gave over the
last 12 months was USD 6.4 million. This was, however,
skewed upwards by a relatively small portion of family
offices (3.2%) that gave USD 50 million or more. The
majority, 61%, of family offices reportedly gave less than
USD 1 million a year. Another near quarter (23%) gave
between USD 1million and USD 5 million (figure 6.15).

Figure 6.15
The amount the family office gave to
philanthropy over the last 12 months (USD)
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Source: The UBS / Campden Wealth Global Family Office Survey 2019

Families in North America gave the most

This year, family offices in North America surpassed those

in Europe and gave the most philanthropically at USD 7.5
million. One family office executive from the

region remarked:

“If there is a windfall of profits, instead of being paid
out, we give it to our foundation. We do not, by nature,
take very large salaries.”

— Founder, Single Family Office, North America

Giving levelsin Europe followed those in North America
atUSD 6.0 million, while the Emerging Markets gave
an average of USD 3.6 million, and Asia-Pacific USD 2.7
million (figure 6.16).
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Inthe opinion of one interviewee from Asia, philanthropic
donations in Asia-Pacific might be the lowest because
much of the wealth there has been created very recently,
and so the current generation are the original wealth
creators, who are busy running the operating businesses
they founded, rather than beingin a position to benefit
from legacy wealth. The prediction is that once additional
generations come into the fold in Asia, who get to benefit
from the work the initial generation did to establish the
family business, more time and money will be spent on
philanthropic endeavours.

Itis also important to note that these figures represent
funds given via the family offices. The total amount families
gave thisyear would be higher if they also gave through
other philanthropic vehicles, such as foundations, as we
know that many do.

Figure 6.16
Average philanthropic donation from
family offices, by region (USD)
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Source: The UBS / Campden Wealth Global Family Office Survey 2019

Education and health are the most supported causes
In previous years, the Global Family Office Report

research has found that education tops the list of causes
families support. This year is no different. Nearly all
respondents (90%) reportedly give to education and
health, 45% give to economic and social impact, and
33% give to environmental causes (figure 6.17).

Figure 6.17
The causes philanthropically supported
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Finding good organisations to supportisa

key challenge

The greatest challenges families face when trying to

give include how best to identify good organisations to
support, as denoted by 58% of respondents, followed
by how to effectively measure impact (54%), and how to
scale-up successful projects (25%) (figure 6.18). In the
words of one family office executive:

“People sometimes see philanthropy run very poorly,
where a lot of money basically goes into the garbage
when it could otherwise be put to better use.”
—Portfolio Analyst, Multi-Family Office, North America

Figure 6.18
The greatest challenges the family currently
facesin their philanthropy
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7.1 Advice for the Future

7.1 Advice for the Future

Look to prepare yourself should the economic
climate turn

A notable 56% of family office executives are
anticipating a recession by 2020. In response, a
number of family offices are preparing themselves
with safeguards to mitigate loss and/or to strike at new
opportunities. Nearly half of those surveyed (45 %)
are currently re-aligning their investment strategy
to mitigate risk or capitalise on opportunistic events
(42%). Another two-fifths (42 %) are increasing
their cash reserves, while a fifth (22 %) are reducing
their leverage exposure within their investments.

Families who are not yet prepared for the next economic
downturn might benefit from discussing where their key
risks lie should the economy go south, and how best to
strategise for long-term wealth preservation and growth.

Consider getting a robust cyber security plan
One-fifth (20%) of family office executives have
reportedly been hit by a cyber attack, up from 15% as
reported in the 2016 Global Family Office Report. As few
areimmune to the growing threat of cyber invasions, it is
important that family offices safeguard themselves from
prospective threats.

The most common form of attack is phishing; however,
this form of interference can often be fended off through
staff education and awareness training. The next most
common forms of cyber attacks are malware and social
engineering; again two areas that can often be combated
through awareness training. Despite this fact, nearly a
third (31%) of family offices do not provide such training.

Itis, however, common for them to solicit expert support
/an external advisory (78%), and to equip their systems
with back-up disaster recovery (76 %); both

crucial elements.

But, more can be done, such as to formulate a strategy
should a significant attack hit. How quickly and effectively
you respond to an invasion can have a significant
impact on the resulting loss or damage caused. It can
also be helpful to ensure that you are not just covered
at the office, but that cyber controls are putin place
when staff are working at home or while mobile.

Decisions about which precautions to take are important.

Inturn, thisis not a topic that should just be left up to

an [T team. Itis a discussion that should be had right up
through the most senior members of the family office.

Look into sustainable investing

At present, just over a third (34 %) of all family offices
globally invest sustainably. Amongst this cohort, 19%
of their average portfolio is dedicated to sustainable
investment —and this number is predicted to rise to
32% within the next five years. Furthermore, 62 %

of all respondents believe that the majority of

family offices will invest sustainably by 2022.

With sustainable investing clearly embedding itself as
a core trend for the future —and the fact that 85% of all
sustainable investments met or exceeded expectations
over the last year —more family offices might want to look
into this alternative form of globally beneficial investing.

Stay technologically aware and relevant
Aremarkable 87 % of all respondents agree that
artificial intelligence will be the next biggest disruptive
force in global business. Another 56 % believe that
blockchain technology will fundamentally change
the way we invest in the future. But how can this—
and is this—impacting the family office space?

One member of the community revealed that he
uses blockchain technology to more effectively
gauge the impact of his philanthropic endeavours.
It can also be used to implement innovative
administrative protocols, to tokenise traditional
assets on the blockchain to make their management
more efficient and accessible, and more.

Artificial intelligence and machine learning —also
major disruptive forces in business —are beginning
to create waves that may dramatically alter the
family office space in a host of different ways. It has
the power to revolutionise family offices’ financial
planning, investment strategies, risk measures, and
legal, regulatory, and clerical duties. For example, Big
Data can fuel artificial intelligence to provide in-depth
market insights and recommendations for tactics
to maximise returns. It can also store, organise, and
re-organise mass quantities of data to offer up-to-
date customised solutions. It furthermore can impact
family offices in terms of reducing costs and overheads,
increasing speed, and helping to mitigate risk.
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In the last decade, family offices have been moving
front-office services in-house as they grow increasingly
comfortable with using these new technologies;

as FinTech firms emerge and become established,
and as the cost of using the new technologies falls,
we may see further financial disintermediation. We
will, at least, see an evolution in how family offices
use banks and other financial service providers.

Due to the power of these evolving technologies —
and families” underlying interest in preserving wealth
through the generations—itisimportant to stay abreast
of the latest technology and how it can be used to
enhance family offices’ effectiveness and efficiency.

Address succession head on

For the first time, the Global Family Office Report

can announce that over half (54 %) of families now
have their succession plansin place. Whilst this is
encouraging, many families are still without plans,
and a notable proportion (22 %) of those who do have
plans have not ensured that they are legally binding,
or even written down. Given that life can sometimes
take unpredictable turns, there is no time like the
present to get prepared. The most forward thinking
families can plan for succession decades in advance,
instilling both long-term and short-term (contingency)
plans. Some tips for a successful succession are:

e Review the wider legacy plan, along with the needs
specific to succession.

e Define a model for future leadership and identify
the core issues to tackle.

e |dentify the salient skills needed for future leadership.

e Define and implement a fair and robust process for
leader selection.

e Educate future leaders in advance of them assuming
their roles.

e Design a system for leadership performance reviews.

e Prepare for the execution of a clean succession.

If you are looking to set up a family

office, gettheright advice

As noted within this report, the family office space is
expanding rapidly. But, this does not mean that a family
officeis right for everyone.
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Family offices can be expensive to operate. In turn,
broadly speaking, we recommend that single family
offices are best served for families with wealth of at least
USD 150 million. Those with less wealth might be better
served by a private multi-family office, where costs can be
split between families.

Furthermore, family offices are as unique as the families
themselves. Some provide extensive services, while others
solely manage families’ wealth. Therefore, get all the
facts first. Experts are available with deep experience in
the family office arena —seek them out. Alternatively,
tap into your social network and speak with families you
know who have family offices or, if you are looking to
expand your circle, join a membership organisation.

Look for outside experts if your local talent pool
is lacking

If you live in places like London, New York, and
Switzerland, deeply experienced family office
staff can be readily available, along with helpful
workshops and university courses. In more
emerging markets like India, China, and Brazil, it
can, however, sometimes be challenging to find
professionals with in-depth experience managing
sophisticated multi-asset class investment strategies,
implementing effective governance protocols, and
managing successful generational transitions.

If you need help whilst on your family office
journey, here are three useful tips:

e Look for expert support to help you initially set up
an effective family office structure, investment
guidelines, and governance protocols. If this support
is not readily available in your area, reach out to
experts in one of the world’s top family office
hubs, such as London, Switzerland, or New York.
Companies frequently work on an international
basis, therefore help is there if you need it.

e |f you are looking to educate yourself or the next
generation about family office practices, sign up for
a course or workshop.

e Families can learn important lessons from one
another, therefore reach out to your network or, as
noted above, join a membership organisation to
expand your network and meet other like-minded
families who have already experienced what you are
going through.

About Family Offices

What s a family office?

Afamily officeis, inits simplest form, the private office
for afamily of significant wealth. The number of staff
working in the office can vary from one or two
employees, to 100 or more staff, depending on
the type and number of services it provides.

The purpose of an office can range from handling
key family assets and core holdings (tax and
accountancy, property and estate management) to
include more sophisticated wealth management
structures, whilst often providing family members
with educational, professional and lifestyle services.

Generally, family offices manage key areas of family
assets, including real estate holdings and direct or indirect
investments, tax consolidation and estate management.

They can serve as the central hub for a family’s
legacy, governance and succession. They can
furthermore support the education and development
of family members, facilitate family governance,
coordinate communication and resolve issues within
the family enterprise. A typical family office:

e Affords structure to the management of family
wealth, establishing increased control and oversight
of the family wealth strategy and costs of
managing investments.

e (Consolidates tax, accountancy and wealth
management reporting execution under one roof.

e Provides a clearly-articulated, efficient governance
framework for investment decision-making, as well
as family legacy and succession functions (including
philanthropic foundations and initiatives).

e Coordinates with service providers, achieving
economies of scale (especially in the case of
multi-family offices) and preferential deal access
and products.

e Ensures confidentiality and privacy for family
members, liberating them from the burden
of wealth.

Who would benefit from using a family office?
Families with private wealth in excess of USD 150 million
areideal candidates for establishing a single family office
structure. While it is not uncommon for first generation

entrepreneurs to establish a family office, these offices
often support families with greater complexity in
terms of households and generations. This is a key
characteristic of family office structures and one that
offices must account for when designing and executing
investment strategies and family governance plans.

While each household will share some similar
needs, from the perspective of the family office,
each household merits special consideration. Such
consideration cannot always be restricted to typical
generational needs (i.e. retirees require income,
while younger family members can accommodate
more risk and longer horizons), because households
themselves have differing liquidity requirements (for
example, sibling benefactors may hold quite distinct
professional ambitions).

Multiple wealthy families which might not necessarily
be related to each other but nonetheless share some
common values or goals may opt to consolidate and
leverage resources by creating a multi-family office, rather
than asingle family office to manage the family wealth.
Such a structure provides the benefit of economies of
scale and investment deal opportunities that formal
collaboration and a consolidated management structure
afford. Naturally, family complexity factors arise for the
multi-family office, only on another level of magnitude.

Here things can get quite messy. As such, traditionally,
foramulti-family office to be successful and sustainable,
families should share a common purpose, interest and risk
appetite or, alternatively, comparable levels of wealth.

Traditionally for multi-family offices to be sustainable over
the medium to long-term, they must manage cumulative
assets of more than USD 3.5 billion. For the sake of
clarity, specific terms in this report are defined below:

Private multi-family office — Will all have had a
founding family before widening out their offering
to multiple families. These offices are owned

by families and operated for their benefit.

Commercial multi-family office - These will look after
the interests of multiple families often with wealth of

less than USD 150 million. Unlike private multi-family
offices, they are owned by commercial third parties.
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management business and our premier universal bank in Switzerland,
enhanced by Asset Management and the Investment Bank. The bank
focuses on businesses that have a strong competitive position in
their targeted markets, are capital efficient, and have an attractive
long-term structural growth or profitability outlook.Headquartered
inZurich, Switzerland, UBS has offices in 50 markets, including all
major financial centers, and employs approximately 67,000 people.
UBS GroupAG is the holding company of the UBS Group. Under Swiss
company law, UBS GroupAG is organized as an Aktiengesellschaft,
a corporation that has issued shares of common stock to investors.

Global Wealth Management

As the world's largest wealth manager*, UBS Global Wealth
Management provides comprehensive advice, solutions and
services to wealthy families and individuals around the world.
Clients who work with UBS benefit from a fully integrated set of
wealth management capabilities and expertise, including wealth
planning, investment management, capital markets, banking,
lending and institutional and corporate financial advice.

Global Family Office Group

Ajoint venture between UBS's Investment Bank and Wealth
Management divisions, the Global Family Office Group focuses
onservicing our most sophisticated clientele with institutional-
like profiles and requirements. It offers holistic advisory services,
directaccess to UBS cross-divisional expertise across the globe,
institutional business opportunities and an extensive peer
network with dedicated teams in New York, London, Zurich,
Geneva, Munich, Milan, Hong Kong and Singapore.

GreatWealth

Building on a deep understanding of our clients’ mind-set,
motivations and core values, we create bespoke solutions which
are bold, innovative and tailored precisely to their individual
needs. The four dimensions of Great\Wealth —business,
investments, family, and purpose —form the basis on which we
open a dialogue and begin a partnership with our clients across
generations for generations, so that great wealth endures.

About Campden Wealth
CampdenWealth is a family-owned, global membership organisation

providing education, research and networking opportunities to families

of significant wealth, supporting their critical decisions, helping to
achieve enduring success for their enterprises, family offices and safe
guarding their family legacy.

Campden Research supplies market insight on key sector issues forits
client community and their advisers and suppliers. Through in-depth
studies and comprehensive methodologies, Campden Research
provides unique proprietary data and analysis based on primary sources.

CampdenWealth publishes the leading international business title
CampdenFB, aimed at members of family-owned companies in at least
their second generation.

CampdenWealth owns the Institute for Private Investors (IP1), the pre-
eminent membership network for private Investors in the United States
foundedin 1991 and the Campden Club, a global membership network
for families and family office executives. Campden further enhanced its
international reach with the establishment of Campden Family Connect
PVT. Ltd. a joint venture with the Patnifamily in Mumbaiin 2015.

For more information: campdenwealth.com
Enquiries: research@campdenwealth.com
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Disclosure

About Our Firm and Our Services:

UBS Financial Services Inc. (“UBSFSI”), a subsidiary of UBSAG.
UBSFSlis aregistered broker/dealer offering securities, trading,
brokerage services, and related products and services. UBSFSIis
amember of the Securities Investor Protection Corp. (SIPC) and is

registered with the Financial Industry Requlatory Authority (FINRA).

Private Wealth Management is a business unit within UBSFSI.

In providing wealth management services to clients, UBSFSI
offers both investment advisory services and brokerage services.
Investment advisory services and brokerage services are separate
and distinct, differ in material ways, and are governed by different
laws and separate arrangements. It is important that clients
understand the ways in which UBSFSI conducts business and

that they carefully read the agreements and disclosures that
provided to them about the products or services UBSFSI offers.

For more information on products and services, visit
ubs.com/workingwithus

General Investment Risks of the Asset Classes and Investment
Types Noted in this Reports:

This report is not a solicitation or offer to purchase or sell

any security. Allinvestments involve the risk of loss. Past
performance is no guarantee of future results. Neither
diversification nor asset allocation assures a profit nor protects
against loss in declining markets. The value of a portfolio may
fluctuate based on the value of the underlying holdings.

Equity securities fluctuate in value in response to general
economic conditions and to changes in the prospects of
particular companies and/or sectors in the economy. Fixed
income investments will be affected by changes in the interest
rate environment (interest rate risk), as well as the credit of
theissuer (credit risk). Real estate investments are affected by
numerous factors, including liquidity risk, credit risk, interest rate
fluctuations, and the impact of varied economic conditions.

Exchange Traded Funds are sold by prospectus, which contains
importantinformation clients should read carefully before
investing. For more complete information about an Exchange
Traded Fund, including the investment objectives, charges,
expenses and risk factors, clients should contact their Financial
Advisor for a free prospectus.

Alternative Investments (“Al”), including hedge funds, private
equity, and real estate funds, are sold only to qualified investors,
and only by means of a Confidential Offering Memorandum or
Prospectus that includes information about risks, performance,
and expenses, and which clients should read carefully before
subscribing and retain. Al are long-term, speculative, involve

significant risk, illiquid, and subject to transfer restrictions.
Al'may not be required to provide investors periodic pricing,
tax, or valuation information, and are subject to high fees,
including management and other fees and expenses, which
reduce profits. Al performance may be volatile, and investors
may lose all or a substantial amount of their investment. Al
may engage in leveraging and other speculative investment
practices that may increase the risk of loss. Al are not deposits
or obligations of, or guaranteed or endorsed by, any bank or
other depository institution, and are not federally insured by the
FDIC, Federal Reserve Board, or other governmental agency.

Aninvestment in commodities may not be suitable for all
investors. Commodities may be affected by overall market
movements, changes in interest rates, and other factors such
as weather, disease, embargoes, and international economic
and political developments, as well as the trading activity of
speculators and arbitrageurs in the underlying commodities.

Investing in emerging market securities may pose different

risks than investing in the securities of the U.S. or developed
markets. These risks include: political instability; exposure to
economic structures that are generally less diverse and mature
and to political systems which may be less stable than those

of more developed countries; smaller market capitalization of
securities markets, which may suffer periods of relative illiquidity;
significant price volatility; restrictions on foreign investment;
and possible repatriation of investment income and capital.
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