
Growth of Private Wealth and Family Offices

A recent Wealth-X study3 highlights the substantial growth in
wealth of UHNW individuals (those with greater than $100 million),
who are expected to grow in number from around 400,000
currently to over 500,000 by 2027, representing an additional $15
trillion of wealth created.

Given this rise in wealth and aging populations globally, the
number of family offices has surged to help guide succession
planning and the transfer of assets. According to Preqin, the
number of family offices increased from 1,285 in 2019 to 4,592 in
2023. The skill set and role of the family office is undergoing a
meaningful shift as the next generation potentially reorients family
goals toward qualitative objectives (mission-driven) in addition to
quantitative metrics (investment returns). Family wealth often
does not survive past the second or third generation, posing
challenges to families to perpetuate their legacy for future
generations.

Investing Trends

In recent years, there has been a greater emphasis on thematic
investment ideas, often initiated by Rising Gen family members.
Examples include Environmental-Social-Governance (ESG),
Special Purpose Acquisition Companies (SPACs), Non-Fungible
Tokens (NFTs), Cryptocurrency Tokens and ETFs, Digital Assets,
Artificial Intelligence (AI), Transition-Investing, etc. As families
contemplate redirecting funds into these newer “asset classes”,
investment firms are quickly creating new strategies to provide
that access. The magnitude of funds flowing into these
products/strategies can drive up prices in the short-term. As the
popularity and fund flows moderate, price volatility can increase.
In many cases, the fundamental drivers of value supporting these
strategies is not fully understood, and sizing these investments
appropriately is critical to avoid disrupting the overall investment
program.

Another growing trend amongst family offices is allocating to
private-market strategies (buyout, venture, real estate, credit,
etc.) which are deemed to provide higher returns and potentially
less volatility than publicly-traded assets. Families newer to this
space might not fully appreciate some of the key complexities
that come with private market investing, particularly
administrative complexity and performance measurement.

▪ Administrative Complexity – without a thoughtful pacing
program that provides adequate asset class and vintage
diversification, investors often make a higher number of small
investments early on in an attempt to gain exposure and
diversify risk. This can result in a high volume of capital calls and
tax complexity. Having adequate family office, investment and
tax support is key to an efficient and successful program.

▪ Performance Measurement – unlike publicly-traded equity and
fixed income strategies that can be invested in within a few
days, it can take five to seven years to build out a private
markets investment program, and measuring returns can
require a similar commitment of time.

Investment portfolios can certainly be enhanced with allocations
to non-traditional assets, but studies show that families are still
making sizeable allocations to traditional stocks, bonds and cash.

Current Investing Landscape

US economic growth has been remarkably resilient in the post-
pandemic period, inflation is normalizing and the labor market
has remained strong. This fairly positive backdrop has allowed the
Fed to be patient in reducing short-term interest rates and
financial markets have generally performed well in recent years,
despite meaningful drawdowns in 2020 and 2022. As the
November US Presidential election approaches, investors and
families are likely to focus more on potential policy changes,
particularly those involving estate taxes that may influence the
pace of wealth transfer in the next few years.

The Path Forward for Families and Family Offices

▪ Build inter-generational consensus

▪ Balance “goals-based” and “returns-based” objectives

▪ Leverage the family office and third party advisors to build an
investment program that is understandable, measurable and
avoids becoming unintentionally complex

▪ Take a long-term view

1 Cerulli. The Cerulli Report—U.S. High-Net-Worth and Ultra-High-Net-Worth Markets 2023.

2 Preqin. Fundraising from Family Offices: A guide to raising capital report.

3 Wealth-X – World Ultra Wealth Report 2023.

▪ More than $80 trillion of wealth is expected to be transferred within families over the next two decades1

▪ The formation of family offices that partner with ultra-high-net-worth (UHNW) families has surged in the last five years2

▪ Families often face several challenges preserving their family’s wealth, legacy and harmony
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The views expressed herein are those of Asset Consulting Group (ACG). They are subject to change at any time. These views do not necessarily reflect the opinions

of any other firm.

This report was prepared by ACG for you at your request. Although the information presented herein has been obtained from and is based upon sources ACG

believes to be reliable, no representation or warranty, express or implied, is made as to the accuracy or completeness of that information. Accordingly, ACG does

not itself endorse or guarantee, and does not itself assume liability whatsoever for, the accuracy or reliability of any third party data or the financial information

contained herein.

Certain information herein constitutes forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “expect”, “anticipate”,

“project”, “estimate”, or any variations thereof. As a result of various uncertainties and actual events, including those discussed herein, actual results or

performance of a particular investment strategy may differ materially from those reflected or contemplated in such forward-looking statements. As a result, you

should not rely on such forward-looking statements in making investment decisions. ACG has no duty to update or amend such forward-looking statements.

The information presented herein is for informational purposes only and is not intended as an offer to sell or the solicitation of an offer to purchase a security.

Please be aware that there are inherent limitations to all financial models, including Monte Carlo Simulations. Monte Carlo Simulations are a tool used to analyze a

range of possible outcomes and assist in making educated asset allocation decisions. Monte Carlo Simulations cannot predict the future or eliminate investment risk.

The output of the Monte Carlo Simulation is based on ACG’s capital market assumptions that are derived from proprietary models based upon well-recognized

financial principles and reasonable estimates about relevant future market conditions. Capital market assumptions based on other models or different estimates

may yield different results. ACG expressly disclaims any responsibility for (i) the accuracy of the simulated probability distributions or the assumptions used in deriving

the probability distributions, (ii) any errors or omissions in computing or disseminating the probability distributions and (iii) and any reliance on or uses to which the

probability distributions are put.

The projections or other information generated by ACG regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual

investment results and are not guarantees of future results. Judgments and approximations are a necessary and integral part of constructing projected returns. Any

estimate of what could have been an investment strategy’s performance is likely to differ from what the strategy would actually have yielded had it been in

existence during the relevant period. The source and use of data and the arithmetic operations used for calculating projected returns may be incorrect,

inappropriate, flawed or otherwise deficient.

Past performance is not indicative of future results. Given the inherent volatility of the securities markets, you should not assume that your investments will experience

returns comparable to those shown in the analysis contained in this report. For example, market and economic conditions may change in the future producing

materially different results than those shown included in the analysis contained in this report. Any comparison to an index is for comparative purposes only. An

investment cannot be made directly into an index. Indices are unmanaged and do not reflect the deduction of advisory fees.

This report is distributed with the understanding that it is not rendering accounting, legal or tax advice. Please consult your legal or tax advisor concerning such

matters. No assurance can be given that the investment objectives described herein will be achieved and investment results may vary substantially on a quarterly,

annual or other periodic basis. There is no representation or warranty as to the current accuracy of, nor liability for, decisions based on such information.

© 2024 Asset Consulting Group. All Rights Reserved. Asset Consulting Group is the sole owner of all rights, title, and interest to the materials, methodologies,

techniques, and processes set forth herein, including any and all intellectual property rights. No part of this document may be reproduced, stored, or transmitted by

any means without the express written consent of Asset Consulting Group.


