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Why do Asian families set up a family office? The answer, says Christian Stewart,
is because they want the family office to help them to preserve their family wealth

for generations.
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f you talk to any Asian patriarch, it quickly

becomes clear there are things they are

concerned about that go beyond just
preserving their money. Passing on family
values to the next generation, educating them
and contributing to society are very important.
Accordingly it is useful to think of the wealth
of the family as comprising four different
components. These are family human capital,
intellectual capital, social capital and lastly the
financial capital. The family office structure
can organise its functions around these four
different dimensions of family wealth.

Human capital

Family human capital refers to things like family
dynamics, communication, relationships and
the overall well-being of each family member.
Itis a challenge growing up in the shadow of
great financial wealth. Many great families

fail because of a failure in the human capital
element. Great families need advisers that can
help the inheritors find their own voice and can
help them to integrate the inherited financial
wealth into their lives. These are all very critical
issues, but they are not quantitative issues,

rather they are qualitative issues. Therefore an
important question for the family office is to
ensure that the family have access to advisers
who can help them deal with such qualitative
issues.

Intellectual capital

The intellectual capital of a family is another
critical topic for the family office to address.
Once the family financial wealth has been
created the key issue will be how well

the family owns that financial wealth, not
how well the family manages the financial
wealth. Ownership is more important than
management. The family office have to make
sure that family members are properly educated
to make ownership level decisions together.
Some family offices have dedicated officers
responsible for dealing with the topic of family
education and development.

Social capital

The social capital of the family includes the
charitable and philanthropic activities that
the family are involved in. It also includes a
reference to the good standing, reputation, or



brand of the family within society. Many Asian
family offices are responsible for providing
support to one or more family charitable
foundations. The staff of the family office
might include foundation administrators. It's
important that attention is paid to proper
strategic planning and governance of family
foundations. Family foundations need a board
which is responsible for strategic direction
and oversight. This board should include some
non-family, non-executive, directors who have
charity and philanthropy expertise.

Financial Capital

When it comes to the question of helping to
manage the financial capital of the family, the
key function of the family office is to make
sure that the family is being provided with
advice that is independent and objective. The
family office also has to ensure that there is a
consolidated overall view of the financial capital
of the family, including taking into account

the shares in any family owned business held
by the family. The purpose of the family office
include helping the family achieve economies
of scale while paradoxically being able to cater
for the fact that different family branches and
individual family members will have different
risk profiles, liquidity needs, and investment
horizons.

Owning the financial capital

The family financial capital will be owned by
one or more family trust structures. When
setting up the family office there is a choice
to be made as to whether the trustee should
be a professional trustee company or whether
the family should establish its own private
trust company or “PTC". If the latter option is
chosen, the PTC will need some independent
directors who have trust expertise. Great

care must be taken to ensure that the correct
operating procedures are put in place to
ensure that the PTC is allowed to operate
independently of the family office. Another one
of the family office functions is to carry out
periodic reviews of trustee performance, say
once every five years, especially where there is
an independent trustee.

Family governance

The key to a family being able to preserve its
family wealth for five generations or more is
whether the family have good system of family

governance. This refers to the processes by
which the family make joint decisions together.
A good family governance system is one which
involves having fair process in decision making.
The topic of family governance includes looking
at the question of the composition and role

of the investment committee for the family.

All these matters would be addressed in a
written family constitution which has been
developed over time by the family members.

Therefore another key task for the family office
is to ensure that the family develop a family
constitution.

Family Meetings

Finally, in families of wealth, it is important
for all the key family member stakeholders to
come together periodically for the purpose

of communicating, educating and sharing

of information. This means having periodic
formal family meetings, which have an
agenda, family meeting rules, and which are
facilitated. Family meetings are critical to
avoid misunderstandings and to reduce the
chances of family conflicts arising. The family
office should ensure that the family members
have at least an annual family meeting, if not
more frequently. The family office should help
to coordinate, and be involved in setting the
agenda. The facilitator of the family meetings
will normally be an external consultant. The
family office staff are too close to the family to
play the facilitator role. BM
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