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INTRODUCTION AND WELCOME

Dear Reader,

We are delighted to present this comprehensive guide to setting up a family 
office and best practices within the sector. Entitled The Family Office Dynamic: 
Pathway to Successful Family and Wealth Management, this report is 
published in two parts. 

The First Part deals with issues concerning the structural aspects of a family 
office; the Second Part deals with issues that affect how well-run a family 
office can be. Collectively, they provide a framework for considering whether to 
establish, or restructure, a family office.

A large number of family offices have been set up over the last ten years 
all over the world. The common triggers for establishing a family office 
include: solving family conflicts; ensuring that wealth is transferred to future 
generations; preserving family wealth; consolidating assets; dealing with a 
sudden influx of liquidity; and increasing wealth management efficiency. Family 
offices have also gained prominence because of wealth-holding families’ 
desires for greater control over their investments and fiduciary affairs, as well 
as lifestyle management.

Indeed, this desire for control has gained even more resonance since the 
financial crisis. More families are now taking control of their financial affairs in 
order to allay concerns about external providers of products and services. As 
wealth grows, particularly in the emerging markets, there is little doubt that 
family offices will play an even bigger role in the management of substantial 
wealth in the years ahead.

This paper is designed to provide guidance to families considering setting up a 
family office. Such families may include business families who wish to separate 
their family wealth and assets from the operating business. In Asia Pacific 
alone, the Credit Suisse Emerging Market Research Institute has found that 
business families have direct or indirect shareholdings of at least 20% of almost 
1,500 listed companies with market capitalizations exceeding US$500 million. 
We are mindful of the many more family businesses that are unlisted and 
private, and also the many successful entrepreneurs looking to structure liquidity 
gained from a profitable sale in order to further grow and preserve their wealth.

Family offices are complex organizations that require a deep knowledge – not 
just of investment variables, but a host of other factors.

Credit Suisse has had the privilege of serving many of the world’s wealthiest 
families since 1856. Our considerable experience of advising and supporting 
our clients with their private banking needs is illustrated in this publication, 
together with the insights and expertise of the family office experts at Ernst & 
Young and the Center for Family Business HSG at the University of St. Gallen 
in Switzerland.

We hope that you will find this report helpful and illuminating as you plot your 
family’s future path.

Managing Director and Head of  
Private Banking Asia Pacific  
Credit Suisse

Introduction and Welcome



2 CREDIT SUISSE  Private Banking

WHAT IS A FAMILY OFFICE?

 

These can be organized either as family-owned 
companies, in which the family wealth is pooled, 
or as companies or bank departments that provide 
financial services for these clients while the family 
retains decision-making powers. Many family offices 
were originally a single-family office. In these cases, 
the family is the owner of the organization and uses 
its services exclusively for itself. In order to avoid one 
family having to bear the very high operational costs 
of a single-family office, families often decide to offer 
the services of their family office to other families. 
When a family office opens up its services to other 
families it becomes a multi-family office.

1  www.rockefellerfinancial.com

Since the individual services of a family office are 
tailored to the family, and are correspondingly costly, 
the amount of family wealth under management 
is generally at least USD 100 million. It is more 
revealing, however, to calculate the minimum wealth 
under management in the light of return expectations 
and targets, and the resulting costs of the family 
office. This shows that there is no clear lower limit 
for a family office. The costs of the family office, plus 
the return target, must be achievable with the chosen 
asset allocation and structure.
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Family offices are arguably the fastest growing 
investment vehicles in the world today, as families 
with substantial wealth are increasingly seeing the 
virtue of setting one up. It is difficult to estimate how 
many family offices there are because of the various 
definitions of what constitutes a family office, however 
there are believed to be at least 3,000 single family 
offices in existence globally, at least half of which 
were set up in the last 15 years. 

The increasing concentration of wealth held by very 
wealthy families and rising globalization are fueling 
their growth. Particularly important in the years 
ahead will be the strong growth of family offices in 
emerging markets, where for the most part they have 
yet to take hold – despite the plethora of large family 
businesses in these economies. 
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In its purest sense, a single family office is a private 
company that manages the financial affairs of a 
single family. Typically, a fully functional SFO will 
engage in all, or part of the investments, fiduciary, 
trusts and estate management of a family; many will 
also have a concierge function. 

A multi-family office will manage the financial 
affairs of multiple families, who are not necessarily 
connected to each other. Like a single family office, 
an MFO might also manage the fiduciary, trust 
and estate business of multiple families, as well as 
their investments. Some will also provide concierge 
services. Most MFOs are commercial, as they 
sell their services to other families. A very few are 
private MFOs, whereby they are exclusive to a few 
families, but not open to others. Over time, SFOs 
often become MFOs. This transition is often due to 
the success of the SFO, prompting other families 
to push for access. Economies of scale are also 
often easier to achieve through an MFO structure, 
promoting some families to accept others into their 
family office structure.  

Families looking to achieve the benefits of a 
family office managing their financial and other 
affairs, but who do not wish to set up an actual 
company to do so, can opt for a virtual family 
office. This can be achieved by outsourcing all 
services to external providers of services and 
consultants. 

VFO
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There are many reasons why setting up a family office 
makes sense, but at the root of these is the desire 
to facilitate the inter-generational transfer of wealth 
and reduce intra-family disputes. This desire inevitably 
increases from one generation to the next, as the 
complexity of managing the family’s wealth grows. 
Without being exhaustive, the following points set out 
the reasons why a family office makes sense: 

  
A family office can provide governance and 
management structures that can deal with the 
complexities of the family’s wealth transparently, 
helping the family to avoid future conflicts. At the 
same time, confidentiality is ensured under the 
family office structure, as wealth management 
and other advisory services for the family members  
are under a single entity owned by the family.

  
A family office structure also ensures that there 
is a much better alignment of interest between 
financial advisers and the family. Such an 
alignment is questionable in a non-family office 
structure where multiple advisers work with 
multiple family members.

     
Through the centralization and professionalization 
of asset management activities, family offices may 
be more likely to achieve higher returns, or lower 
risk, for their investment decisions. Family offices 
can also help to formalize the investment process, 
which may help to maximize investment returns 
for all family members.

    
Family offices allow for separation, or at least a 
distinction, between the family business and the 
family’s wealth or surplus holdings.

    
Family offices allow for operational consolidation 
of risk, performance management and reporting. 
This can help the adviser and principals to make 
more effective decisions to meet the family’s 
investment objectives.

    
Family offices can also coordinate other 
professional services including philanthropy, 
tax and estate planning, family governance, 
communications, and education to meet the 
family’s mission and goals.

WHY SET UP A FAMILY OFFICE?
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The establishment of a family office is a major 
undertaking and there have been cases when family 
offices have not met the family’s expectations. Some 
potential concerns about setting up a family office are:

    
This is something every family needs to be 
aware of. The cost of regulatory and compliance 
reporting remains high, which means that the level 
of assets under management by a family office 
needs to be high enough to offset its fixed costs.

    
Family offices function better when operating from 
centers where there are sophisticated markets 
and legal and tax structures. The absence of 
these in emerging markets has undermined the 
development of family offices there. 

    
To address the problem of the high operating 
costs of a family office, families often set up 
multi-family offices (MFOs) in which several 
families pool their wealth. These MFOs will often 
be directed by the lead family that initiated the 
office. In MFOs, all assets are managed under 
one umbrella. However, MFOs typically cater to a 
range of family sizes, wealth and maturity levels. 
This means that families can run the risk of not 
receiving the same level of personalized advice as 
in a dedicated single family office set up. 

When considering establishing a family office, some 
people see potential positives as negatives. This tends 
to be particularly prevalent in the following areas: 

    
Some families may be hesitant about 
consolidating their wealth information through a 
centralized family office structure.

    
Setting up a family office is typically contingent on 
the level of trust and comfort families have with 
external asset managers. However, trust typically 
stems from long-standing relationships with 
external managers. 

   
Ultimately, family offices rely on their longevity 
through ensuring wealth preservation. The 
difficulty of securing market returns in recent 
years has led to some tension in this respect. 
Furthermore, during generational transitions, 
family office structures can be tested, often to 
the point of destruction, as the next generation 
presses for different goals and objectives to 
manage the family’s wealth.
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FAMILY OFFICE SERVICES

 
Typically, this will be the main reason for setting 
up a family office, as it is central to ensuring 
wealth preservation. These services include: 

  Evaluation of the overall financial situation.

   Determining the investment objectives and 
philosophy of the family.

   Determining risk profiles and investment 
horizons.

   Asset allocation – deciding on the mix 
between capital market and non-capital market 
investments.

  Supporting banking relationships.

  Managing liquidity for the family.

   Providing due diligence on investments and 
external managers.

  
An increasingly important part of the role of 
a family office is managing its philanthropic 
efforts. This might include the establishment 
and management of a foundation, and advice on 
donating to charitable causes. These services 
would typically involve:

  Philanthropic planning. 

   Assistance with the establishment and 
administration of charitable institutions.

  Guidance in planning a donation strategy.

   Advice on the technical and operational 
management of charities.

   Formation of grant-making foundations and 
trusts. 

   Organizing charitable activities and related due 
diligence.

  
Some of these services are typically defined as 
concierge in nature, but they are broader in scope 
inasmuch as they also include budgeting services. 
Services under this heading include:

  Club (golf, private, etc.) memberships.

   Management of holiday properties, private jets 
and yachts. 

   Budget services, including wealth reviews, 
analysis of short- and medium-term liquidity 
requirements, and long-term objectives.

  
Much of this revolves around the education of 
the next generation on issues including wealth 
management and financial literacy, as well as 
wider economic matters. These services include: 

  Organizing family meetings.

  Ensuring family education commitments.

  Coordination of generational education with 
outside advisers.



8 CREDIT SUISSE  Private Banking

Tax and legal  
advisory

Risk management
and insurance

services Family

Compliance  
and regulatory

assistance

Investment  
management

services

Philanthropic
management

Life management
and budgeting

Reporting and
record keeping

Administrative
services

Business and  
financial advisory

Estate and wealth
transfer

Training and
education

Succession
planning



9

  
 Family offices will be involved in business 
succession and legacy planning, enabling the 
transfer of wealth to the next generation. These 
services include: 

  Wealth protection, transfer analysis, and 
planning related to the management of all 
types of assets and income sources.

  Customized services for estate settlement and 
administration. 

  Professional guidance on family governance.

  Professional guidance regarding wealth 
transfer to succeeding generations.

 
Beyond asset management advisory, family 
offices will also provide advisory services on 
financing and business promotion. These include: 

  Debt syndication.

  Promoter financing.

  Bridge financing.

  Structured financing.

  Private equity. 

  Mergers and acquisitions.

  Management buyouts.

  Business development.

  
 Administrative services, or back-office services, 
are essential to the smooth running of a family 
office. These services include:

  Support on general legal issues.

  Payment of invoices and taxes, and arranging 
tax compliance.

  Bill payment and review of expenses for 
authorization. 

  Opening bank accounts.

  Bank statement reconciliation. 

  Employee management and benefits.

  Legal referrals and management of legal firms.

  Public relations referral and management of 
public relations firms.

  Technology systems referrals and 
management of these vendors.

  Compliance and control management.

  
Ensuring a smooth succession and planning for 
future generations is integral to the long-term 
viability of the family office and the family it 
serves. These services include:

  Continuity planning relating to unanticipated 
disruptions in family leadership.

  Evaluation of the strengths, weaknesses, 
opportunities and threats (SWOT analysis) of 
senior executives both within and outside the 
family.

  Re-evaluation of the family board regarding 
the roles of non-family directors.

  Structuring corporate social responsibility 
platforms and programs.

  Development of formal knowledge-sharing and 
training programs.

  Implementation of intergenerational estate 
transfer plans.

  Adoption of a family charter or constitution, 
specifically aiming to: 

   i.  Formalize the agreed structure and  
mission of the family business.

   ii.  Define roles and responsibilities of family 
and non-family members.
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   iii.  Develop policies and procedures in line 
with family values and goals.

   iv.  Determine processes to resolve critical 
business-related family disputes.

  
 The maintenance of records and ensuring there 
is a strong reporting culture is another core 
element of a family office’s services. Key to these 

  Consolidating and reporting all family assets.

  Consolidating performance reporting.

  Benchmark analysis.

  Annual performance reporting.

  Maintaining an online reporting system.

  Tax preparation and reporting.

 
This is a service that has assumed a more 
important role in recent years because of the 
financial crisis of 2008-09 and the subsequent 
fallout. It will be a crucial service for family offices 
in the future as well. These services include:

   Risk analysis, measurement and reporting.

   Assessment of insurance requirements, policy 
acquisition and monitoring.

   Evaluation of existing policies and titling of 
assets.

   Evaluation of security options for clients and 
property.

   Formulation of disaster recovery options and 
plans.

   Protection of assets, which could involve the 
use of offshore accounts.

   Development of strategies to ensure hedging 
of concentrated investment positions.

   Physical security of the family.

   Data security and confidentiality. 

   Review of social media policy and the 
development of a reputation management 
strategy.

  
Family offices need to ensure strict compliance 
with regulations pertaining to investments, assets 
and business operations. Necessary services may 
include:

   Providing auditing services for internal issues.

   Establishing a corporate governance 
mechanism.

   Ensuring a high level of staff hiring.

   Group performance monitoring and 
compliance.

   Offering recommendations on independent 
and board advisory formation.

   Strengthening the regulatory investment process.

  
Tax, in particular, has become a much more 
important issue for family offices in recent years 
and as such has assumed a larger role among 
the functions of a family office. Legal matters are 
also important. A family office will typically employ 
a general counsel and/or chartered accountant, 
or several accountants and tax experts. These 
professionals may be able to provide the following 
services:

  Construct a tax plan to best suit the family.

   Design investment and estate planning 
strategies that take into account both 
investment and non-investment income 
sources and their tax implications.

   Ensure that all parts of the family office are tax 
compliant. 
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THE COSTS OF RUNNING 
A FAMILY OFFICE

Administrative USD 50 million to USD 100 million USD 0.1 million to USD 0.5 million

Hybrid USD 100 million to USD 1 billion USD 0.5 million to USD 2 million

Fully integrated > USD 1 billion USD 1 million to USD 10 million

 Source: Cap Gemini,  2012

Research from the consultancy Family Office Exchange, which supports over 350 business-owning and financial 
families, family offices, and trusted advisors in 22 countries, has found at least 60% of the total costs of a family 
office are allocated to staff compensation and benefits.2 

2  Family Office Exchange, 2013

Source: 
 2011

Staff 
compensation

28%

14%
32%

16%

External investment 
management and 
custody fees

External investment 
consulting fees

10%

External professional fees/
owner education

Staff compensation 
with chief 

27%

9%

39%

External 
investment 
fees

25%

External professional fees/
owner education

Despite there being no standard definition of a family office, anecdotal evidence suggests that a full-service family 
office will cost a minimum of USD 1 million a year to run, and in many cases, much more. This would suggest 
that for a family office to be viable, a family should be worth between USD 100 million and USD 500 million. Of 
course, a family office can be set up with USD 100 million or even less, but the service range will probably be 
limited to administration, control of assets, consolidation and risk management. A fully integrated family office will 
require a great deal more wealth. Figure 2 breaks this down in more detail.
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A fully integrated family office – providing most, if not all, of the services mentioned in the section on determining 
servicing priorities: the make-or-buy dilemma– would have a typical staff structure represented in Figure 4.

 2013

Setup costs would also include the employment 
of head-hunters for recruitment, compensation 
specialists, relocation costs, legal setup costs, and 
the search for infrastructure such as office space and 
technology solutions.

Family offices typically have operating costs between 
30 basis points and 120 basis points. Offices with 
the lowest running costs focus primarily on a limited 
number of wealth management services, such as 
handling real estate holdings. However, there seems 
to be no strong correlation between the size of assets 
under management and the operating costs. 
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Source: The Business Times Wealth magazine, 2011
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CONSTRUCTING A BUSINESS PLAN

One of the underlying determinants of the business 
plan and the family office is the question of whether 
the family office will be run as a profit center or as 
a cost center. It is equally important to determine 
whether there is any intention to open up the family 
office to other families as a multi-family office at 
a later stage, or if it is clearly intended to continue 
delivering services just for the founding family. 

Other important factors to take into consideration 
when creating the business plan of a family office 
include: 

  
An important question is: do some family members 
have the right skills and qualifications to run 
the family office, or will external management 
be hired? When this decision has been made, 
the right level of family governance must be 
implemented to deal with the tension between 
principals and agents in the appropriate way 

White Paper). An investment committee or a 
supervisory board with family representation is 
usually part of the envisaged governance structure.

  
Families that still own the family business and 
may be active managers in that business face 
distinctly different issues to those that have sold 
the business and are managing their private family 
wealth. In some cases, the company’s chief 
finance officer, legal counsel or controller advises 
the family on estate and investment issues; in 
others there may be an internal department in the 
family business that functions like a family office. 

 
Entrepreneurial risk-taking in the family business 
should not be confused or combined with the 
approach to risk for the separate private assets 
of the family. While a comprehensive approach 
to wealth management across both private and 
business assets is required, personal affairs 
should best be dealt with in a discrete entity 

separate from the business, in order to meet 
the distinct ownership needs of individual family 
members. The investment and risk profiles of the 
family and individual family members should not 
be overwhelmed by larger corporate priorities, 
although clearly a holistic approach to risk levels 
on both the business and private sides needs to 
be ensured.

 
The business plan should define the operating 
model of the family office, its functional setup 
and infrastructure, reporting and control systems, 
and the governance structure – including setting 
up relevant boards, such as the investment 
committee or the family council.

  
Another factor to be considered is the optimal 
jurisdiction and tax regime for the family office, 
based principally on the home jurisdiction of the 
family and the majority of its assets. The choice 
of jurisdiction, legal, regulatory and tax issues is 
addressed in the appendix.

The most important make-or-buy decisions need to 
be made by looking at the potential savings if certain 
services are outsourced, and judging the opportunity 
costs of outsourcing as against sourcing in-house 
(see section on determining servicing priorities: the 
make-or-buy dilemma). A detailed staffing plan must 
be created, and a salary structure put in place that 
provides sufficient motivation for talented staff to 
work in the family office. Key positions, such as CEO 
(unless held by a family member), CIO or tax adviser 
must be filled by knowledgeable and trustworthy 
individuals. Another major area requiring decisions is 
infrastructure, including the office and IT infrastructure 
(see section IT, trading, tools and platforms).

The result of the design phase, in which the business 
plan is prepared, should be a concrete action plan 
to build and set up the family office. All the relevant 
family members should be asked to commit in writing 
to the establishment of the office. 
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Alongside financial projections, the business plan also 
needs to provide short-term and long-term timelines, 
and detailed job descriptions and performance goals 
for employees. 

The business plan should also outline qualitative goals 
such as:

  Details of the current wealth structure and 
intended asset allocation.

  A review process for evaluating the achievement 
of the family office’s goals.

  An employee hiring plan and compensation model 
(employee stock option plan or other).

 Contingency plans.

  Investment guidelines, with the expectations 
regarding investment returns and benchmarks 
once the CIO is on board.

The typical process for establishing a family office 
includes the following phases: 

 and  Stringent and professional 
project management is key, and should involve 
external advisers with the appropriate know-how to 
assist the family throughout the entire process (see 
figure 5).

    To obtain authorization from  
family’s senior management to 
proceed with the program to 
establish a family office.

    Definition of the business model to 
be adopted by the family office.

    Detailed scoping study report 
covering all the outlined objectives 
to facilitate go/no-go decision 
making.

    Detailed project plan for next phase.

   To design the structure and 
operational and functional 
architecture of the family office. 

   Develop detailed operating model.

    Functional, IT and data 
requirements documentation 
and architecture for family office 
infrastructure.

    Finalize business case.

Build 
integrated 
business and 
operating 
model

Build and  
present scoping 
study and  
business case  
to executive

Program management

BB
in
uu

op
mm

bbu
in
bubbu
op

Business model assessment

Business and operating model alignment

Operating model assessment

Bu

BBBBBuB

Op

Tactical and 
strategic 
framework 
options and 
scoping 
workshop

1 week 1 week 1 week4 weeks

Below are details of the two most critical phases described above: scoping study and design.
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1
What are the family’s vision and expectations? Who are the beneficiaries of the 
family office? What does the family want to do with its wealth, family business, 
philanthropy, talents and children? Which part of the family wealth shall be allocated 
to the family office? Which services are needed and for whom? 

Key priority functions of the family office to be considered:

 Investment strategy: will the family office take on a purely advisory function or act as an asset manager? 
  Confidentiality, assets in a family office or held by individuals, liquid versus illiquid assets. 
  Develop investment regulations and define benchmarks.
  Consider dividend levels and payout ratios.
  Controlling function in-house versus external.

 Administration of wealth: separation of private from business assets. 
  Strategic and tactical asset allocation: day-to-day wealth management. 
  Governance issues (investment committee and other boards).

 Tax at individual family member level: level of service for beneficiaries.

 Holistic accounting and tax advisory for all assets, whether or not managed by the family office.

 Acquisition and management of private assets.

 Should the family office cover philanthropic issues and family education?

2
Development of a detailed business plan, including the most suitable jurisdiction, 
services provided (i.e., wealth management, estate planning, philanthropic, personal 
services, etc.), employee skills required, space needed, anticipated capital, 
operating costs, measurable benchmarks and funding. 

 Define operating model: functional setup, reporting, board structure, governance.
  Separation of private assets from business assets.
  Consider level of operational versus investment risks. 

 What is the optimal jurisdiction and tax regime in which to set up the family office?
  Which tax, legal, regulatory framework.
  Depending on the level of services offered.

 Draft detailed business plan:
   Level of in-house services – consider make-or-buy, opportunity costs, potential savings if 

outsourced.
   Staffing and recruiting: which roles are required in the family office? CIO, tax adviser, controller, 

bookkeeper?
  Outline necessary infrastructure: IT, security, office space.

 Result of this step: concrete action plan to build family office (e.g., family information document – to be 
signed by all family members) – obtain commitment of all family members to go ahead.
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As outlined above, the most crucial aspect of 
choosing a location for a family office is not the legal 
and tax environment. Nevertheless, there are a few 
jurisdictions that stand out as centers of family office 
excellence. There are many other relevant aspects 
of location choice beyond legal and tax, and it is 
important to establish which questions have to be 
asked – and answered – in the process of setting up 
a family office.  

The regulatory environment of the jurisdiction must 
be carefully checked, as does the level of services 
provided by the jurisdiction. The requirements that 
need to be met in order for the office to perform 
services under the laws of the location must also be 
verified. In many countries, special registrations or 
permits are required in order to give investment advice 
or to act as an attorney or trustee on behalf of the 
principal family or certain family members. 

LEGAL SETUP
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Those setting up a family office need to be aware 
that in some countries non-compliance with such 
rules is a criminal offence, with severe consequences 
for those who fail to follow the correct procedures. 
Furthermore, there may be restrictions on the 
provision of legal and tax advice, which may only 
be offered by certified professionals and registered 
professional service firms. In some jurisdictions, such 
professional services might be incompatible with the 
tasks covered by the family office, such as financial 
services. 

In view of these potential limitations, the scope of 
work for the family office must always be matched 
with the regulatory framework in the jurisdiction. For 
services that cannot (or will not) be provided by the 
family office itself, other trusted advisers should be 
identified.

Regulatory aspects also impact the choice of 
personnel, especially senior management. Several 
jurisdictions require employees to have certain skills 
before they will grant and maintain permits to provide 
investment advice and other services that might 
potentially be provided by the family office. 

Once the family office is established and all regulatory 
requirements have been met, operations may start. 
In this context, the legal and contractual basis for 
the family office services has to be considered. This 
not only includes the type of agreement between 
the family and its individual members with the family 
office, but also – and much more importantly – the 
extent of the family office’s liability. In this context, the 
legal framework as well as possible measures to limit 
liability should be scrutinized. The same applies for 
insurance against financial damage.
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 Custody platform (bank, brokerage or trust 
company).

 Consolidated reporting.

 Trading and portfolio management tools.

 Risk management tools.

 General ledger and accounting software. 

 Client Relationship Management (CRM) tools.

 Tax preparation software. 

The selection of IT should be focused on finding 
ways to provide efficient reporting, trading, portfolio 
management, and accounting. The technology 
can range from off-the-shelf products to highly 
sophisticated, customized solutions. Much of this 
can be outsourced or provided by service providers, 
freeing up family office resources to focus on growing 
wealth. The following sections examine some of the 
various platforms in more detail.

The use of multiple custodians creates the obligation 
to consolidate assets. This can be done for a fee 
by a third party vendor, in-house with the proper 
investment in systems, or through a global custodian. 

The custody of bankable assets is the safekeeping 
and servicing of assets, either with one or multiple 
custodians or banks (see figure 6). Global custody 
refers to the custody and administration of assets with 
one custodian, which offers many advantages such as:

 The consolidation of all bankable securities, 
financial instruments, and liquid assets, so that 
the time-consuming work of consolidation resides 
with the global custodian and not the family office.

 The provision of a comprehensive, transparent 
overview of the performance of all the assets 
at all times via a consolidated investment report 
(providing a uniform format and standards for all 
assets).

 The assets can be managed either by the 
custodian bank, an external asset manager, or 
the family office (i.e. the family office selects its 
preferred asset manager with no restrictions, and 
the asset manager is free to select the brokers for 
securities trading).

 Some non-bankable assets, such as direct 
real estate investments, mortgages, third party 
derivatives, art collections, and yachts, can also 
be included.

IT, TRADING TOOLS AND PLATFORMS
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Good design of this process early on will allow 
families to understand their investments, identify 
risks, and strengthen their confidence in their family 
office. Consolidated reporting is known to be the 
most valuable tool for a family office, and is highly 
recommended.

Some family offices employ an asset allocation 
model that they give to fund managers. Others make 
their investments in-house, in which case portfolio 
management and trading systems become more 
important.

Various modules can be added to the infrastructure to 
deal with the increased scale and complexity that this 
leads to. These can include:

   
This provides the backbone of a fund’s operational 
infrastructure and acts as the internal books and 
records. Functionality includes Profit and Loss, 
Net Asset Value views and reporting, cash and 
corporate actions management, reconciliation, 
and integration with key third parties.

  
An electronic trading platform that provides Direct 
Market Access trading connectivity as well as 
direct connectivity to broker algorithms. It also 
includes level 2 data (market depth) and advanced 
pairs and program trading functionality.

   
This provides the main trading platform for the 
firm. Like an execution management system, it 
also provides Direct Market Access (DMA) trading 
and broker connectivity. Other key functions 
include compliance (pre- and post-trade), 
rebalancing, order staging and allocations, and 
portfolio modeling.

      Overview on total assets, easy comparison of Portfolio Managers and  
simplified controlling
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This is usually split into two distinct systems: Real-
time/Near-time and End of Day. Real-time/Near-time 
risk is provided by some portfolio management 
system providers and functionality includes real-
time sensitivities (Greeks), theoretical valuations, 
risk shocking and scenario analysis. End of day 
risk system functionality includes Value at Risk 
calculations/reporting and more complex scenario 
analysis.

 

A CRM tool is vital for a family office to manage 
critical information, such as that relating to family 
members, in one central location. Information retained 
in a CRM database should include: family contact 
information, family discussions regarding services 
or major family events, the structure of the family, 
and third party contacts such as legal counsel, 
accountants and insurance contacts. Some reporting 
and custody platforms will offer such a CRM tool in 
their overall solution.

 

When choosing technology for a family office, it is 
imperative to have the right individual(s) in place to 
manage and operate the software. Such individuals, 
who may be in dual operational roles, should have 
an understanding of performance analysis and of 
accounting principles. They should be detail oriented, 

have the ability to leverage technology for integration 
purposes, and have basic Excel skills. Depending on 
the size and technical complexity of the IT system, 
some family offices may hire a Chief Technology 
Officer. This person would be responsible for support, 
updates, communication and software training.

The implementation of IT in a new or existing family 
office may require additional resources. These 
resources might involve external consultants, who can 
provide advice and support with respect to integration, 
implementation and the verification of input and 
output data.  

Once the core needs have been identified and the 
appropriate solutions chosen, it is vital to implement 
them effectively. Appropriate implementation may 
include the following: 

 Writing a detailed project plan that sets out the 
responsibilities of each vendor.

 Agreeing the data import processes with each 
vendor.

 Creating data and functionality test scripts for 
each platform.

 Hiring an external consultant for data output 
testing.

 Holding frequent meetings with each vendor on 
progress and on project plan milestones.
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 Establish a comprehensive overview of the family’s current situation (wealth, structure, etc.), capabilities today, 
and goals for the future.

 Determine the expectations of and priorities for the family office, including the scope of services involved, 
beneficiaries, and use of its wealth.

 Do not simply copy what other family offices or wealthy families do. What works for one will not necessarily 
work for others. Families should always do their own due diligence and research.

 While investment management is usually at the heart of the family office, consider the inclusion of the full 
range of other services in the four main areas: financial planning, strategy, advisory and governance.

 Involve external experts by taking into account not only their capabilities but also cost factors, time-sensitivities 
and confidentiality issues.

 Follow the goal of obtaining the most effective services in the most efficient way, while avoiding potential 
operational risks.

 Consider having a generalist as the office’s own legal counsel, who can manage and guide external legal 
partners; this can reduce legal fees substantially.

 Consider partnering with a universal bank that can provide services such as international booking and trading 
platforms, global custody, global research, prime brokerage, and innovative solutions and products.

 Remember that the level of assets under management by a family office needs to be high enough to offset its 
fixed costs. 

 Take into consideration that family offices typically have operating costs between 30 and 120 basis points, 
depending on the type of services involved.

 Set up appropriate benchmarks, and monitoring and compensation mechanisms for asset managers (internal 
and external) to ensure that incentives are not misaligned to the detriment of the family office’s long-term 
goals.

BEST PRACTICES FROM A  
PROFESSIONAL POINT OF VIEW
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 Seek professional assistance and guidance on structuring the recruitment process, formulating compensation 
and incentive packages, and maintaining a strong relationship with employees, particularly through good 
feedback.

 Select your family office employees very carefully. Trustworthiness is extremely important given the 
confidentiality needs of a very wealthy family. Avoid high staff turnover.

 Set up a business plan for the operating model of the family office, its functional setup and infrastructure, 
reporting and control systems, and governance – including boards such as the investment committee and 
family council.

 Write a detailed plan covering financial projections, short- and long-term timelines, detailed job descriptions, 
lists of employee qualifications, performance goals, and qualitative goals. Include growth projections for the 
family office to allow for strategic hiring of employees and expansion of infrastructure.

 Align the goals of the family with those of the family office management, and incentivize accordingly.

 Consider engaging specialists to craft  all legal, tax and regulatory aspects relevant for the set up and 
operation of the family office with enormous care.

 Since a crucial ingredient for a successful family office is getting the right people into the right positions, 
locating the family office close to the family, or to their representatives, may be more important than a tax-
optimized choice of jurisdiction.

 Less is often more when it comes to legal structures. Consider whether the legal structure might prohibit the 
family’s principal goal: wealth preservation and multi-generational wealth transfer.

 Establish an appropriate risk management system to review risk exposure regularly and manage day-to-day 
decisions.

 Consider responding to the new need for risk transparency by investing in direct investments and real assets 
rather than in complex financial capital market products.

 Pursue optimal diversification and asset allocation (often involving alternative investments and uncorrelated, 
niche asset classes) combined with active and highly flexible portfolio management, as cornerstones of solid 
risk management.

 Take steps to fully professionalize investment risk management, particularly relating to manager selection, due 
diligence on direct investments, and stringent control of portfolio managers.
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 Separate entrepreneurial risk-taking in the family business from the risk approach applying to the private 
assets of the family. 

 Remember that risk management involves more than investment risks. Equally important is a risk management 
setup for legal risks, reputational risks, fraud, etc.

 Establish formal processes to make investment decisions by setting clear boundaries and goals, and to avoid 
ad hoc investment decisions that are out of line with the broader mandate or long-term strategy.

 Ensure that the family office investment process includes: consideration of legacy, objective setting, mapping 
risk tolerances, building a portfolio structure across liquid and illiquid assets, the use of strategic and tactical 
investment tools to ensure that investment solutions fit the objectives and meet cash flow needs, and 
governance.

 Have a clear view of the strengths and weaknesses of your family office members in terms of investment 
knowledge, and decide on what to manage in-house (e.g. non-listed company stakes) and what to delegate 
to an investment manager (e.g. international real estate and hedge fund portfolios).  

 Find suitable providers for IT trading tools and platforms to support the investment activities of the family 
office.

 Consider using the following IT tools and platforms: custody platform (bank, brokerage or trust company), 
consolidated reporting, trading and portfolio management tools, risk management tools, general ledger and 
accounting software, client relationship management (CRM) tools, and tax preparation software.

 Since consolidated reporting is known to be the most valuable tool for a family office, ensure that this is a 
priority.

 Ensure that all relevant family members commit in writing to the setup of the family office.

 Ensure that there are good lines of communication between the family office and the family, with one family 
member responsible for each topic or area.

 Provide appropriate education in all relevant fields to the next generation in order to ensure sound wealth 
transfer.

 Implement clear rules for family meetings, voting rights, the investment decision process, etc.

 Make use of international networking platforms to share best practices with other family offices.

 Consider an education plan for future generations so that they understand the role and responsibilities of the 
family office, and the reports provided to the family. The ambition should be to build a family office that can 
survive for generations.
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