
FAMILY GOVERNANCE 
Whether an entrepreneur or an established
wealthy family, firm foundations are essential  
in managing wealth, so as to provide the basis  
for a successful transition over generations.
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FAMILIES & MULTI- 
 GENERATIONAL WEALTH

INVESTMENT GOVERNANCE 
Understanding a family’s requirements is the  
very first step in providing advice on investments
in all market environments. Then, the practical
arrangements for implementing a strategy
are critical to its success.

OPERATIONAL GOVERNANCE 
Administering investment portfolios will
help to control and minimise costs. It will also
provide assurance that assets are in safe hands.
Complexity is simplified as there is a transparent
and coherent view of the overall assets.
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Pictet has a long-standing tradition in working with wealthy families for the 
prosperity of future generations. We are proud to support the Financial Times 
with the publication of FT Wealth, which for the second time will include  
a supplement detailing our expertise. 

Just as each Family is unique, so are the Family Offices that manage their 
wealth. What does prevail, however, is that the successful management of 
wealth needs to draw on a diverse range of services. 

This edition explores the future direction of family offices. In an increasingly 
complex world – disruptions combined with a continued sense of progress –  
the protection, control and growth of a fortune have multiple angles that need 
to be addressed.

We hope that you find this supplement interesting and that it will provide 
guidance in dealing with your family’s potential future challenges.

Rémy Best,
Managing Partner, Pictet Group
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“ HISTORY DOES NOT REPEAT  
ITSELF, BUT IT RHYMES”

    MARK TWAIN

INTRODUCTION

You may find that this quote draws thought- 
provoking parallels to both the evolution of  
market cycles as well as the development of  
families across generations. So how does one  
integrate those considerations?

Family offices are proving attractive to grow-
ing numbers of wealthy families in an era of rapid 
change, offering them adapted and agile solu-
tions. Family offices come in many different 
shapes and sizes, encompassing both single- 
family offices, multi-family offices, and special-
ised family investment offices

The world of family offices is becoming more 
sophisticated, with some focusing on strategies 
adopted by US endowment funds and founda-
tions which have proved effective in managing 
wealth over the long term.

Currently, one of the key topics in the field is 
what to outsource and what to keep in-house. 
The trend in recent years has been to outsource 
specific activities – even the chief investment  
officer’s role – to specialised asset managers in 
order to take advantage of their expert knowl-
edge and achieve economies of scale.

This supplement offers guidance through 
the maze of the family office world from three 
perspectives: family governance, investment  
governance and operational governance. Pictet 
experts cast light on solutions to the complex 
challenges that families face in managing and 
safeguarding their assets for future generations.

Complementing their expertise, IMD Pro-
fessor Denise Kenyon-Rouvinez provides insight 
into family businesses, focusing on the nurturing 
of the next generation and the importance of 

education in preparation for the transfer of 
wealth. And Marie-Amélie Jacquet shares her and 
her family’s pride of its 300 year family business 
existence. The world of philanthropy is also  
seeing some new developments that are proving 
attractive to younger successful entrepreneurs. 
To illustrate this, Alexandre Mars, who founded 
Epic Foundation to reinvent philanthropy for the 
digital age, tells us that he has ‘Uberised’ the  
sector to create a millennial-friendly way for  
givers to monitor the impact of their donations.

We are also delighted to have two leading 
commentators giving their views of the  
global environment. The distinguished historian  
Niall Ferguson contributes his analysis of how 
geopolitical pressures will affect financial mar-
kets and investors. Nouriel Roubini, who accu-
rately predicted the financial crisis, sets out his 
vision of the future and warns readers to expect  
the unexpected.

Then we look at artificial intelligence, a tech-
nological development which has the potential to 
revolutionise the investment world. A leading AI 
expert, Professor Qiang Yang, explains the  
reasons behind its rapid growth and its likely 
impact on financial markets.

Finally, serial entrepreneur Peter Diamandis 
argues that the world is living in exponential 
times when the pace of technological change  
doubles every year. He forecasts a new wave of 
innovation that will make the world’s population 
better-off, healthier and happier – whatever the 
gloomy news headlines may say.

PICTET EDITORIAL TEAM
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and social (values, philanthropy) – and then 
combine its strengths and interests. Success-
ful wealth transfer depends critically on these 
non-financial types of capital, and harness-
ing them should be a major concern of the 
family’s advisors. 

After the 2008 financial crisis, banks 
were under pressure, trust in them was 
shaken and conflicts of interest were 
exposed, so families explored other sources 
of advice and support. Centralising knowl-
edge of the family’s investments was also 
attractive for risk management. The era of 
private banking as a single solution began to 
give way to a family office age, with families 
seeking a more independent and holistic 
approach to managing their wealth.

These ambitions will continue to spur 
the establishment of family offices. As fami-
lies become more financially aware and 
knowledgeable, they will increasingly 
aspire to a more institutionalised manage-
ment of their wealth, led by trustworthy, 
knowledgeable and financially savvy  
wealth management advisers with access  
to information.

Pictet’s Family Office approach has a 
long history – it has been advising clients on 
wealth management strategies since it 
foundation in 1805. But this was formalised 
in 1998 when we became one of the first 
European banks to dedicate its services to 
the family as a unit rather than just individ-
uals. Our experience since then has led us to 
base our approach today on three pillars: 
family governance, investment governance 
and operational governance.

In the rest of this supplement, we examine 
key elements of each of these three pillars and 
how they can help families manage and safe-
guard their assets for the next generation.

Grégoire Imfeld

The landscape for wealthy families is evolv-
ing, and the challenge is to move to a more 
institutional set-up in response. Innovative 
strategies for managing wealth and the 
accelerating pace of technological advances 
offer new options to investors, who must 
also cope with many geopolitical disrup-
tions around the world. As the global econ-
omy and societies are being reshaped, 
wealthy families need to find new ways of 
dealing with these trends in order to protect 
their businesses, preserve their values and 
transmit them on to the future generations.

According to the Family Firm Institute, 
only 30 per cent of family businesses survive 
into the second generation, 12 per cent into 
the third, and only 3 per cent reach the 
fourth generation or beyond. Ensuring  
the successful transmission of a family for-
tune requires several key steps to convey 
knowledge to the next generation while 
promoting good governance and an early 
transition plan.

One objective might be to identify the 
family’s non-financial capital which can  
be human (talent, health), intellectual (edu-
cation, experience), spiritual (faith, traditions) 

THE EVOLUTION OF FAMILY OFFICES

THE PROFESSIONALISATION AGE: 2008–2020
In the past, families often hired a trusted-
banker to give them advice on managing 
their wealth or relied on the Chief Finan-
cial Officer of the family business to  
handle their investments. Furthermore, 
these traditional sources of advice on 
managing family wealth face pressure 
from the added burdens of tighter regula-
tion in financial services. But a more 
holistic approach has emerged to under-
stand what should be done to preserve 
and enhance the family’s wealth for suc-
ceeding generations, and set up the 
appropriate structures.

An alternative approach is the 
multi-family office (MFO), which is 
offered by independent asset managers 
and others. MFOs offer cost efficiencies, 
and may well be better connected and 
informed than single family offices 
(SFOs), which can find themselves iso-
lated. However, they tend to aspire to an 
all-encompassing approach, which they 
will struggle to implement effectively. 
Moreover, today the MFO space tends to 
be poorly regulated.

Over the next few years, we expect to 
see greater professionalisation of family 
office services and a continued rise in the 
number of SFOs and MFOs. 

THE INSTITUTIONALISATION AGE: 2020–2030
Even as the traditional sources of family 
advice struggle to catch up, SFOs will 
become more sophisticated, helped by 
leveraging technology to improve access 
to information and cut costs. Leaders in 
the field are already turning to institu-
tional systems such as those used  
by endowments and foundations to 
enhance wealth over the long term. A key 
theme will remain the evolving balance 
between what to outsource and what to  
do in-house.

The family office world is a close-knit 
environment and they are increasing in 
numbers. With that, the desire for knowl-
edge-sharing through networking will be 
a key driver for family offices in the 
future. We expect that the banking  
industry which will stand in the centre  
of this exchange of information – aware 
of the trends and understanding the 
needs – will drive progress.

INSTITUTIONALISING FAMILY  
WEALTH MANAGEMENT

FAMILY OFFICES

As wealthy families seek more independent approaches to 
managing their fortunes, sophisticated strategies are emerging 

which can attract specialist expertise and reduce costs

Family Firm Institute

REACH THE FOURTH 
GENERATION OR BEYOND

OF FAMILY BUSINESSES SURVIVE  
INTO THE SECOND GENERATION

INTO THE THIRD GENERATION

30%

3%

12%
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Back in 1986 Warren Buffett, middle-aged 
and already very successful, defended his 
decision not to pass on the bulk of his wealth 
to his children. ‘They should have enough 
money so that they would feel they could do 
anything, but not so much that they could do 
nothing,’ he told Fortune magazine1. It’s a 
pithy expression that summarises the 
approach of a growing number of successful 
entrepreneurs and families. It also highlights 
the decisions facing families where the out-
going generation want to be responsible par-
ents, and where inheritors desire a sense of 
achievement on their own terms.

To be successful, wealth transition needs to 
be more than a transfer of money. Successful, 
long-lasting dynasties have taught us that 
the key is, first and foremost, to nurture and 
prioritise values and education, with wealth 
preservation very much in a supporting role. 
Indeed, delving into the issue of the wealth 
of a family and its transfer to the next genera-
tion, one quickly realises that this is a com-
plex issue encompassing a family’s values 
and the process of the transfer, as well as the 
fortune itself.

A high proportion of family wealth and 
family firms fail to be handed over to the  
next generation, and much value is destroyed 
in the process. Nonetheless, the aggregate 
wealth passed on by families runs into the 
trillions, making the preparation of the next 
generation for the responsibilities of wealth 
an important issue. 

There is now a body of evidence that 
shows how wealth is transferred success-
fully within a family. It is well worth shar-
ing these insights, in particular because 
some of their behaviours are counter-intui-
tive. One of the most striking is that the 
leaders of such families seek to serve, rather 
than be masters; they tone down their egos. 
They see themselves as stewards, rather 
than overlords. They emphasise the transfer 
of values ahead of the transfer of wealth, 
and they prioritise education. Wealth 
becomes the means, not an end in itself.

At the heart of this approach lie values 
that are timeless; the families will not com-
promise on them in order to secure a  
deal, or seek short-term profits. They recog-
nise that with great wealth comes great  
responsibility, and often sacrifice. 

1Should You Leave it all to the Children? Richard I Kirkland Jr & Carrie Gottlieb, 
Fortune 29 September 1986, http://archive.fortune.com/magazines/fortune/
fortune_archive/1986/09/29/68098/index.htm 
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FAMILY SUCCESSION

CASCADING 
WEALTH BY 
NURTURING 
THE NEXT 
GENERATION
Denise Kenyon-Rouvinez says that one of the 
ambitions of an enterprising family is to pass on  
wealth to succeeding generations – and there is  
more to this delicate task than maximising profits  
and paying for a college education
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Inheriting wealth may seem like a blessing 
to most observers. For the next generation, 
however, such an inheritance may present 
more challenges than expected, and come 
with mixed feelings and considerable psy-
chological impact. Career choices can be 
emotional and complicated. Questions that 
are often asked are: Why should I hurry to 
find a job when I have all the time in the 
world? Can I choose a career outside of the 
family group without hurting my parents? 
Do I have a right to work and earn my living, 
or will I be blamed for stealing the job of 
another person?

Other feelings and behaviours are often 
observed. There can be a sense of entitle-
ment to an inheritance and a good income, 
or a feeling that the inheritance is a burden 
and a barrier to a freedom of choice or of a 
lifestyle – and at times there may be a desire 
to reject it all.

In the most successful families, these 
complexities are dealt with by emphasising 
dimensions other than wealth-generation. 
For the families who have a business to run, 
perpetuating a thriving business is seen as a 
creative process – it can be likened to a work 
of art. Viewed in this way, the responsibility 
of both the founding and succeeding gener-
ations is to be responsible curators. Leading 
and managing the company then becomes 
an exercise in shared custodianship, with 
responsibilities often shifted gradually 

from one generation to the next. And in 
practice, many firms thrive because the dif-
ferent generations cooperate closely. For 
wealthy families perpetuating a spirit of 
entrepreneurship, or a spirit of social 
responsibility, may become the centre of 
attention over generations.

Too often, money is a taboo subject in 
families, especially if the wealth is substan-
tial. A taboo is never helpful, and prevents 
essential conversations on how financial 
well-being is nurtured by setting priorities 
and making good decisions, or on the fact 
that wealth is finite. Such conversations may 
sometimes be difficult, but they can prevent 
bigger problems later, and can be accompa-
nied by more formal education on finances: 
savings, investments, interest rates, how the 
banks and equity markets work, and so on. 
While parents will play the dominant role in 
such education, the family office can also 
contribute as children become older.

Children do as they see, much more than 
as they are told. If parents make sensible 
financial decisions, plan for the future, make 
long-term investments, are grounded and 

‘Wealth becomes the means,  
not an end in itself’ 

SPRINGBOARD

ACHIEVEMENT

PRI
DE

STRONG
EDUCATION

STRONG
VALUES

WEALTH IS SEEN AS MORE THAN JUST MONEY

enjoy the pleasures wealth brings along, 
then these are habits likely to be passed on. 
Wealth generates confidence, but this can be 
extremely brittle without accompanying 
values and self-esteem. Parents should seek 
to nurture inner self-confidence – a sense of 
self-worth and an ability to cope with life’s 
more challenging circumstances.

Most important of all it is for the next 
generation to take charge of their destiny 
with pride and passion. Once they fully 
acknowledge and accept their circum-
stances, they can positively turn to building 
a life that brings them inner peace and gen-
uine happiness. To achieve this, they need to 
find a sense of purpose, use their wealth to 
create and accomplish in their own terms. 
This will lead to achievements they can feel 
proud of, building their self-confidence. 
Over time, they will realise their own poten-
tial and embrace the opportunities that 
wealth and responsibility afford them.

Denise Kenyon-Rouvinez is the Wild Group Professor 
of Family Business and Director of the IMD Global 
Family Business Center
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With almost 300 years of history, Rémy  
Martin is one of the world’s leading cognacs, 
selling 24 million bottles a year to consum-
ers in Europe, North America and Asia.  
In 1990–91, it joined forces with a much 
younger premium spirit — the orange- 
flavoured liqueur first sold by the Cointreau 
brothers in 1875. The merged Rémy  
Cointreau group also owns a range of other  
spirits, including Mount Gay rum, Metaxa 
brandy and Bruichladdich Scotch whisky.

Rémy Martin dates back to 1724 when a 
young winegrower of the same name started 
selling cognac. It was quickly recognised for 
its excellence by King Louis XV who in 1738 
granted Martin the rare right to plant new 
vines in the Cognac region. It is classed as a 
Fine Champagne cognac because it comes 
exclusively from two Cognac districts with 
the very chalky soil that produces the best 
eaux-de-vie — the Premier Cru Grande Cham-
pagne and the Petite Champagne cru.

Over the years, Rémy Martin expanded 
internationally, exporting to North America 
and then Asia. And according to Marie- 
Amélie Jacquet, a fourth generation member 
of the Hériard Dubreuil family which first 
took control of Rémy Martin in 1924, it soon 
became very popular in Asia.

‘Our Louis XIII cognac, which was first 
bottled in 1874, had reached Penang, Cal-
cutta and Shanghai by 1881 and was much 
enjoyed by the Chinese. Much later, my 
grandfather travelled there a lot, introduc-
ing cognac to more people. And in 1980, we 
formed one of the West’s first joint ventures 
with the Chinese in the port of Tianjin.’

Marie-Amélie never intended to join the 
family business — and nor did any of her 
eleven cousins. ‘We always wanted to do our 
own thing, and were successful in our cho-
sen professions. But about ten years ago, our 
parents asked us whether we cared about 
the business, and what we wanted to do 
about it. We said that we did care and would 
like to know more about the company and 
the governing body.

‘One cousin joined the board, while I and 
four others became involved in operational 
activities. Quite a few of my cousins are still 
outside the business — one is a journalist, 
another a lawyer and one is even a milliner 
— and those who have joined the company 
have also followed a variety of professions.’

Her first roles with Rémy Cointreau were 
in finance at its Paris headquarters and in the 
family’s holding company. This was a natural 

Tempted by a cocktail  
of premium spirits

NEXT GENERATION

Marie-Amé lie Jacquet explains how she  
never intended to join the family business, but  

was persuaded to become involved six years ago  
after working as an investment banker

Advertising Feature
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been a family member for more than ten  
years and the brands are all produced  
independently by their own managers to main-
tain their identities. ‘We have a clear under-
standing of the role of professional manage-
ment and our role,’ says Marie-Amélie.

‘There are quite a few third and fourth 
generation members involved around the 
world. And the family involvement with the 
group looks secure, with the fifth generation 
already numbering 18 and counting. We 
spend a lot of time discussing governance, 
finding ways to talk together so that we can 
speak with one voice. It’s a lot of work, but 
we all get along together — which is not 
always the case with large family businesses.’

She says that she will probably return to 
work with the group in France at some time. 
‘I am not done yet with understanding the 
company, so I hope I can find another job in 
the business or around it. I definitely want 
to be involved with the group for the  
foreseeable future!’

Marie-Amé lie Jacquet is a fourth generation member 
of a family which controls a portfolio of world famous 
liqueurs and spirits

choice for someone who had worked for more 
than seven years as an investment banker in 
London, specialising in mergers and acquisi-
tions. ‘I had some trepidation about how I 
would be received as a family member, but  
I was very pleasantly surprised by the way 
people welcomed me to the company.

‘I was already very proud of the company, 
its history and its products which bring a lot 
of joy and benefits to people — and not just of 
the liquid kind! But I also learnt about our 
family’s involvement, and how they fulfil 
their duty of care to the shareholders and the 
group’s staff. Some of those who work for 
Rémy Martin in Cognac are from families 
which were doing so before our family 
became involved, and I have been impressed 
at how deeply they care about the business.’

In 2013, she moved to Singapore where 
she is a financial planning and analysis 
manager for the Asia-Pacific region. 
Although the group headquarters is in 
Paris, the regions have considerable control 
over their sales, working in each market 
alongside distributors with whom the com-
pany has had long-standing relationships. 
She is also involved in the region’s duty-free 
operations, which has allowed her to gain a 
wider understanding of marketing in a sec-
tor where she previously had no experience.

Global growth in spirits sales has faltered 
recently, particularly in China where drinks 
companies have been hit by the new 
anti-corruption rules. But consumption of 
premium products such as those owned by 
Rémy Cointreau continues to rise around 
the world as drinkers trade up from local 
brands to imported spirits. And there has 
been sustained growth in the US market 
recently, aided by the success of the group’s 
strategy of moving upmarket and abandon-
ing low-end products.

With annual sales of around EUR1 bil-
lion and operating profit of more than 
EUR150 million, Rémy Cointreau and its 
1,800 employees sustain a market capitalisa-
tion of EUR3.3 billion. Thanks to the group’s 
global diversification, a fall in sales in 
Europe, North America or Asia is likely to be 

matched by a rise in one of the other two 
regions. Meanwhile, duty-free sales of pre-
mium spirits have been surging over the last 
decade, as international travel by tourists 
from emerging markets such as China 
increases steeply.

The group’s brands are enjoyed by a 
wide variety of consumers at home, in bars 
and restaurants, and as an ingredient for 
cocktails such as the Sidecar and the White 
Lady. ‘Marketing spirits often involves tasting 
sessions for drinkers,’ says Marie-Amélie, 
‘which is the best way to show them how 
enjoyable our brands can be. We also work 
with bartenders and other influencers who 
can introduce their customers to Rémy Mar-
tin and Cointreau.’

Acquisitions of non-cognac brands have 
added to the group’s product range. As well 
as Cointreau, they include Metaxa, the Greek 
brandy which many tourists acquire a taste 
for on holiday, and Mount Gay from Barba-
dos — the oldest rum company in the world. 
The latest addition is Bruichladdich, a dis-
tillery business on Scotland’s island of Islay 
which produces three high-end malt whis-
kies and the only Islay dry gin. The group 
also distributes some other companies’ 
brands such as Russian Standard vodka.

Although Rémy Cointreau is listed on the 
Paris stock exchange, the family controls 
more than half the shares — so the Chairman 
is one of Marie-Amélie’s uncles, and her 
mother and other family members sit on the 
board. However, the Chief Executive has not 

‘We spend a lot of time  
discussing governance, finding 

ways to talk together so that  
we can speak with one voice’ 
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PHILANTHROPY

MAKING IT EASIER FOR  
THE NEXT GENERATION  
TO GIVE BACK
Entrepreneur and philanthropist Alexandre Mars tells Pictet’s Antonio Tasso 
why he set up Epic Foundation, how it selects the organisations it supports, and 
how it is reinventing philanthropy for the digital age

WHAT IS EPIC, AND WHY DID YOU SET IT UP?
Epic is a global nonprofit startup that connects individuals and  
corporations with organisations working with children and youth 
around the world.

After some extensive market research, I discovered that those 
who are thinking of donating to charities are often hobbled by a lack 
of time, lack of knowledge or a lack of trust in the charity. To help 
them overcome these obstacles, Epic Foundation builds and man-
ages a portfolio of rigorously vetted social organisations; it tracks 

and monitors their social impact through a data platform; and it 
keeps donors connected and engaged with the portfolio organisa-
tions through ongoing reporting of performance and accountabil-
ity via a web and mobile application.

We are ‘uberising’ the philanthropic sector by providing a mil-
lennial-friendly way for givers to track their real-time return on 
investment. That’s why our tagline is Give Better, Give Smarter, 
Give More. We know donors want to do more and should do more, 
so we are making it easier for them to give back.

Advertising Feature
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HOW DOES IT SELECT RECIPIENTS?
Each year, we go out looking for the world’s 
most impactful organisations working to 
empower children and youth. We work in 
East Africa, Western Europe, US, Brazil, 
India, Hong Kong and Southeast Asia. To 
identify the most impactful organisations, 
our team has built a network across the 
world of leading foundations, funders and 
think-tanks. We are grateful for the help of 
our amazing partners, including Ashoka, 
Dasra and Robin Hood Foundation.

 
There are three main criteria: one is the 
social impact of the organisation; the sec-
ond is the quality of its leadership; and the 
third is the organisation itself – its finan-
cials, its connection with the community, 
and so on. Basically, if you were to invest 
your money in a for-profit start-up, you 
would follow almost the same rules – its 
impact, leadership and structure.

For each of the three criteria, we have fif-
teen sub-criteria covering every single stage 
of selection – 45 data points in all. The 
amount of work involved in finding the 
organisations that are the best suited for 
our product is impressive. Every year we 
start over – we received a record number of 
nearly 2,000 applications from 110 countries 
this year! And we do this free of cost for the 
donors: I’m funding Epic’s development 
and overhead costs myself.

PHILANTHROPY HAS A DISTINCTLY OPAQUE 
FEELING TO THE OUTSIDE WORLD. THERE ARE  
SO MANY ACTORS WITH DIFFERENT AGENDAS  
AND VIEWPOINTS. DO YOU SEE EPIC AS  
HELPING TO OPEN THE CURTAINS?
Yes, absolutely. In many ways, we are rein-
venting philanthropy for the digital age: we 
are connecting wealthy donors to non- 
profits and NGOs quickly and easily, so that 
they don’t have to think twice about donat-
ing, and we’re putting info about where 
their money is going right at their finger-
tips. The transparency and access is a crucial 
component of driving interest in giving. We 
are using video and new media technology, 
and we are integrating virtual reality this fall.

FROM YOUR STUDY OF THE PHILANTHROPIC WORLD, 
WOULD YOU SAY THAT THE NEW GENERATION OF 
DONORS IS MORE GENEROUS, OR SIMPLY MORE 
ENGAGED, THAN THE OLDER GENERATION?
More and more young people are starting 
companies with social impact and purpose 
built into their framework, and that fasci-
nates me. While I can’t say they are more 
generous, I do believe the new generation  
of donors are more engaged than the  
older generation. They want to get closer to 
their impact.

HOW DO YOU INTEGRATE YOUR DONOR  
ACTIVITIES AND YOUR OTHER INVESTMENTS  
IN THE FAMILY OFFICE?
I spend 90 per cent of my time running Epic 
and 10 per cent with my family office.  
I believe that families should always com-
bine the two – in today’s world, it simply 
doesn’t make sense to separate your philan-
thropy from your businesses.

Families should also be involved. We dis-
covered that families have been using Epic as 
a learning and teaching tool for their chil-
dren – I know donors who have shown the 
impact app to their kids! One great story 
from my own personal experience: my six-
year-old lost her tooth one day. The next day, 
she gave me USD2 (which she received 
directly from the tooth fairy) and told me 

Alexandre Mars is a French-born serial tech 
entrepreneur. He founded Epic Foundation in 2014 
to link individuals and corporations with charities 
helping children and youth

Antonio Tasso is a Private Banker at 
Pictet Wealth Management’s London office

that she wanted to donate it to the kids of 
Epic Foundation. That was such a proud 
moment: she understood our mission and 
wanted to get involved, at her age!

WITH ALL THE GEOPOLITICAL  
UNCERTAINTIES, HOW DO YOU SEE THE  
WORLD OF GIVING IN 5–10 YEARS?
Despite the state of the world today, I tend 
to be optimistic because the new generation 
sees the world differently. I am aware of the 
challenges and we need to work closely with 
policymakers to change the systems now. 
But a combination of idealism and social 
media fluency makes millennials passion-
ate about causes – they are pushing the cor-
porate world to change their ways and act 
quickly, and this won’t stop.

The next generation of leaders will not 
only be at the peak of their careers, they will 
also be the most socially responsible genera-
tion. At Epic, we are ready for the ‘Doing 
Well by Doing Good’ generation.  

Siem Reap 
(Cambodia) 

Kampala
Mumbai

New York 
San Francisco 

London 
Paris 

2016 SELECTION 
PROCESS 
SNAPSHOT

SAMPLE OF DUE 
DILIGENCE 
VISITS 2016

‘Our vision is to catalyse 
innovation in philanthropy by 
developing new ways to give,  

to support high-impact  
nonprofits and to become  
engaged in social change’ 

CONNECTING VR AND SOCIAL IMPACT

1937 organisations 
applied  

from 110 countries  

with 10 ultimate 
solutions
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STRATEGY IS THE KEY TO FAMILY GOVERNANCE

PICTET'S VIEW – FAMILY GOVERNANCE

Grégoire Imfeld sets out the advantages of drawing up a 
strategic plan for the family and lists some of the vital steps to be 

taken in drafting it and implementing it organisationally

Advertising Feature

Family governance is of core importance for 
a healthy and longstanding family, as it 
increases the chances of a smooth transition 
from one generation to another. It provides 
guidance on communication and under-
standing between family members, helps to 
accommodate different family members’ 
aspirations, and offers the family a realistic 
picture of how it will be once the older gen-
eration is no longer around. It can thus cre-
ate a sense of duty, stability and ‘glue’ for the 
family’s future, formalising its legacy.

A family strategy should be geared towards 
principles and guidance rather than fixed 
rules. The exhaustiveness of the strategy 
and the number of binding terms in the 

document setting it out increases with the 
family’s complexity, which usually relates 
to the number of family members.

The process of creating the strategy is as 
important as the strategy itself. In the longer 
term, one of the key challenges is to keep the 
strategy alive, because a family is evolving  
in a dynamic environment and the family  
strategy must reflect this. External factors 
such as new family members, changes of 
leadership, additional objectives and mar-
ket factors may necessitate some adapta-
tions to ensure continuing relevance. In a 
nutshell, it should answer a basic question: 
‘What do we the family x stand for and how 
we do things around here?’

Furthermore, is there sufficient desire 
from the family to elaborate a family strat-
egy? Sufficient commonality is required. If 
conflicts are prevailing over commonality, 
we strongly suggest resolving the conflict 
before initiating the process. The process of 
creating a family strategy should not be a 
disguised alibi for personal conflicts – there 
are better ways of solving those conflicts.

Information management is a key factor in 
the success of establishing a family strategy. 
How much information is the family will-
ing to provide? Who is and who is not to be 
part of the process – which generations, 
which spouses, which in-laws, what degree 
of parentage and any other person who is 
‘close to the family’. Depending on the 
number of individuals involved and the ties 
between them (emotional and financial),  
it may be possible or even necessary to split 
the family into several branches.

Defining the style of communication 
between family members, the content, fre-
quency and recipients is paramount to the 
success of the process. Communication or 
the lack of it is too often seen as a sign of 
unfair treatment, which can undo hard 
work and scupper viable solutions. It is also 
important to determine responsibilities, 
assess the level of interaction required and 
the confidentiality degree in respect of  
third parties.

Once the family strategy is established 
and formalised, we suggest that the next 
phase is to implement it organisationally. 
This can be done in two ways: first, setting 
up a professional governance structure – 
the family organisation; second, providing 
an institutional investment framework, in 
terms of investment governance and opera-
tional governance.

A framework for building the relevant 
organisational family set-up can only be 
implemented if the family is ready to begin 
the process and that it has understood and 
agreed to it.  

Grégoire Imfeld is Head of  
Pictet Family Office Services

‘Communication or the lack  
of it is too often seen as a sign  

of unfair treatment’ 
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To read some media commentators, you might think 
that the fall of the American Republic is just months 
away. Comparisons are regularly being made between 
the US today and Germany in the 1930s. As a historian,  
I would like to offer better analogies.

Journalists are fond of saying that we are living in a time 
of unprecedented instability, but actually it is a period 
of remarkable stability in terms of war, as the chart 
shows. There is a small uptick in violence now, but the 
world is a lot less dangerous than it was in the 1970s and 
1980s, and far less prone to conflict than it was between 
1914 and 1945.

That matters because the defining feature of interwar 
fascism was its militarism. Fascists wore uniforms. They 
planned wars. That is not what we see today, except per-
haps in parts of North Africa and the Middle East.

So why do people feel that there is ‘unprecedented 
instability’? The answer is that political populism has 
become a global phenomenon and established politi-
cians and political parties are struggling to resist it. 

I believe that populism is driven by five ingredients. 
Indeed, one might think of the following as the ‘recipe’ 
for populism:

1. Rising immigration, especially where it appears not to 
be under control. There has been a significant increase 
in all kinds of migration since the 1980s, causing big 
increases in the shares of the American and European 
population that are foreign-born.

2. Increasing inequality of incomes, which has grown 
substantially in many countries since the mid-20th 
century, when depressions and war had dramatically 
reduced inequality.

3. The perception that political elites are corrupt. Only 
8 per cent of Americans now say they have a great 
deal or quite a lot of confidence in Congress. And the 
public standing of the presidency, the Supreme 
Court, banks and even the churches have all suffered 
significant dents to their reputations. In Europe, 
too, there is widespread disenchantment with estab-
lished institutions.

4. A really big financial crisis is nearly always the precur-
sor of a populist surge. In 2008, just as in 1873 and 
1929, the crisis was followed by macro-economic 
shocks which hit ordinary people by destroying their 
jobs, real wages, savings or investments.

5. Finally, the essential ingredient is a demagogue who 
can connect with those who feel they have lost out.

Taken together, these ingredients produce a toxic brew. 
Not only do populists nearly always make life miserable 
for whichever minorities they chose to scapegoat. They 
also tend to make bad economic situations worse.  
Whatever the demagogues may promise — and they 
always promise ‘jam today’ — populism tends to have 
significantly more economic costs than benefits.

Order and  
disorder

GEOPOLITICAL IMPACT

The eminent historian Niall Ferguson  
analyses the factors of history to explain  
today’s economic and geopolitical risks
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In my view, the current surge in populism is 
much more like the period after the 1873 
financial crisis than the period after 1929. 
There was a Donald Trump then, in the 
form of Denis Kearney. His Workingmen’s 
Party of California successfully campaigned 
against immigration from China, which 
effectively ended with the passage of the 
1882 Exclusion Act. This reminds us that the 
US is perfectly capable of ending immigra-
tion if there is a political mandate to do so.

Europe experienced similar waves of popu-
lism in the same period. In Bismarck’s  
Germany, populism was anti-semitic while 
in Victorian Britain it was anti-Irish. Global-
isation had been making enormous strides 
prior to 1873, with world trade, migration 
and international capital flows growing at 
unprecedented rates. But the 1873 crisis 
generated a populist backlash against glo-
balisation. Then, as now, the principal tar-
gets of the demagogues were immigration, 
free trade and high finance. Then as now, 
the populists were more likely to be isola-
tionists than warmongers.

The irony is that, despite their insistence on 
narrow national interests, populists are all 
part of a global phenomenon. We have 
already seen how the British vote to leave 
the European Union was hailed by popu-
lists on the European Continent as well as 
by Donald Trump in the United States and 
Vladimir Putin in Russia. 

In a similar way, Trump’s ‘bromance’ 
with Putin could have consequences for 
Ukraine and Syria, as well as for former 
Soviet countries now inside the EU, such as 
the Baltic states. 

Meanwhile, Europe is under threefold 
pressure: from the refugee crisis, from the 
threat posed by jihadists largely born 
within the EU, and from its own inability to 
end the escalating conflicts in North Africa 
and the Middle East. (A small glimmer of 
hope is that the number of terrorist attacks, 
which was rising sharply in 2012–14, signifi-
cantly declined in 2015. However, that trend 
does not appear to have continued this 
year). It almost goes without saying that 
these pressures only tend to increase sup-
port for populists.

So the news is not all bad and the world is 
not as unstable as it seems. This is not the 
1930s. The backlash against globalisation in 
the 1870s did not ultimately end globalisa-
tion, and it did not lead to the First World 
War. I doubt that our own backlash against 
globalisation will be very different. 

Advertising Feature

RELAX: THIS ISN'T THE 1930s... OR EVEN THE 1970s – ESTIMATES FOR TOTAL BATTLE DEATHS WORLDWIDE 1956–2014
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‘Populism tends to have 
significantly more economic  

costs than benefits’ 

Source: PRIO/UCDP

Nevertheless, the populist backlash is bound 
to make life difficult for those people who 
have been the principal beneficiaries of glo-
balisation. Wherever they succeed in coming 
to power, populists will reduce migration, 
trade and capital flows. In that sense, popu-
lism is bad. It is only a small consolation to say 
that it is not as bad as fascism.

Niall Ferguson is the Laurence A. Tisch Professor  
of History at Harvard University, a Senior Fellow 
at Stanford University’s Hoover Institution, and  
a Visiting Professor at Tsinghua University, 
Beijing. The author of 14 books, he has just 
published the first volume of his life of Henry 
Kissinger to critical acclaim. He is the Founder 
and Managing Director of advisory firm  
Greenmantle LLC
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The IMF calls it the New Mediocre; the Chinese 
call it the New Normal; Larry Summers calls its 
Secular Stagnation. I call it the New Abnormal.

Whatever label you use, the harsh reality is 
the same. Growth has stalled around the 
world over the course of the last several years, 
in both advanced economies and emerging 
markets. And over the short term, that slow-
down is likely to continue, particularly in the 
UK and Europe, potentially spreading to 
other economies due to trade and financial 
links and falling business confidence.

Ongoing deleveraging since the financial 
crisis of 2007–08 is fuelling the subpar per-
formance of advanced and emerging market 
economies. The deleveraging process began 
in the US, then moved to Europe, and now, 
ultimately, has shifted to emerging markets 
where a substantial amount of leverage was 
accumulated over the last decade.

Given this baseline of borderline growth, 
political events over the last few months have 
created additional fault-lines in the world 
economy which could disrupt financial mar-
kets and investment portfolios. At least five of 
these shocks are, in my view, worth itemising.

First, the fallout from the UK’s Brexit 
vote and the attendant risks around its exit 
from the European Union. Second, the future 
of Europe and the Eurozone, where the 
threat of a broader political disintegration 

has increased since the Brexit vote. Third, the 
danger that repeated episodes of terrorism – 
in Europe, the US and other parts of the 
world – could eventually dampen confidence 
in the global economy. Fourth, the political 
uncertainty in the US from the potential 
impact of a Trump presidency. Fifth, the fact 
that rising populism and nationalism in the 
US and Europe could signal a globalisation 
backlash – specifically against free trade, 
migration, capital movement and other 
related forces that could hurt business.

What lies ahead?
As indebtedness unwinds, the potential 
growth of emerging markets will stay more 
subdued and patchy. A few years ago, emerg-
ing market growth was around a frothy  
6 per cent a year. But the potential for the 
next few years is now closer to 4–4.5 per cent, 
and could be even lower if possible shocks 
take place. Investors should keep in mind 
that not all emerging markets are created 
equal: some are highly leveraged and some 
are not – factors that will affect their growth 
prospects. In addition, a number of emerg-
ing markets are now attempting structural 
reform with mixed results. India and Mex-
ico come to mind.

Growth prospects for developed markets 
are also mixed. The potential growth rate for 
the US is around 2 per cent a year, while the 
rate for the Eurozone and Japan is approxi-
mately 1 per cent. The Eurozone countries, 
however, are not a uniform group. Potential 
growth of Germany is higher than the Euro-
zone average, while the prospects for periph-
eral Eurozone nations is undeniably lower.  
A particular worry is Italy, where the poten-
tial for growth is close to nil.

There are those who argue that the US is 
past due for another recession, since it has 

*Wealth and Asset Management 2021: Preparing for Transformative Change.  
To download a copy please go to http://www.roubinithoughtlab.com/wealth2021

been seven years since the Great Recession. 
Despite the persistent myth, recessions 
don’t die of natural causes. Australia, for 
example, has been growing continuously 
for the last 25 years without interruption.

What kills recoveries isn’t old age but, 
rather, external or domestic shocks.
In the current macroeconomic landscape, 
there are two primary risks that have the 
magnitude to provide such a jolt. The first is 
the risk of a hard landing in China, which in 
my view is unlikely. Our base case is for a 
bumpy landing for the Chinese economy, 
which will allow the economy to muddle 
through the turbulence.

The second major threat is a crack-up of 
the Eurozone. In my view, that is unlikely to 
occur over the next one to two years. But as we 
look four to five years out, the probability for 
a recession rises to 50 per cent. You cannot 
rule out that one of the big economies – such 
as the US, China or Europe – will go into an 
economic tailspin and take the rest of the 
world with it.

What should investors do?
Roubini ThoughtLab has just released 
research on wealth trends to 2021* that shows 
enormous wealth creation based on the con-
tinued growth that we see, combined with 
demographic shifts and technological 
advances. According to our forecasts, house-
hold assets in 25 key wealth markets, repre-
senting 60 per cent of world GDP, are likely 
to grow by USD89 trillion over the next five 
years. If households entrust the same pro-
portion of their assets to the wealth services 
industry as today, that would lead to nearly 
USD51 trillion more in financial assets in 
those countries over the next five years.

But in today’s New Abnormal, investors 
may want to be particularly careful about 
how they invest this newfound wealth. In the 
light of future economic trends and the 
growing market risks, investors should 
think twice about broad asset allocation 
across asset classes and regions. Instead, they 
should consider thinking about an invest-
ment approach which navigates around the 
global hot-spots and focuses on countries 
with stronger economic fundamentals.

Nouriel Roubini is Professor of Economics at New 
York University’s Stern School of Business, Chairman 
of Roubini Macro Associates, and Senior Advisor to 
Roubini ThoughtLab

MANAGING RISK

THE NEW 
ABNORMAL
Nouriel Roubini, one of the few economists to predict the 
2007–08 financial crisis, warns that global economic growth 
has stalled, and lists five potential shocks which could disrupt 
financial markets and investment portfolios
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Following the warnings that we were close to an ‘accident’, one 
arrived with the UK’s vote to quit the EU in late June, shaking mar-
kets and revealing a sharply divided country. Other shocks could now 
await – in particular, the run-up to the US presidential election in 
November is likely to test the nerves of markets. And political insta-
bility is being reflected in polarisation on financial markets. What is 
the best approach for investors in this environment?

It is important to understand what lies behind the rise in political 
risk. Along with opposition to uncontrolled immigration, one com-
mon underlying theme in the rise in populism throughout the west-
ern world is inequality, and the idea that the rich are getting richer 
while incomes among the poor stagnate.

There is some evidence that this is the case. Economists Thomas 
Piketty and Emmanuel Saez have calculated that the richest  
1 per cent of the US population accounted for 10 per cent of total 
income at the end of the 1970s, but this had risen to 20 per cent by 
2013. At the same time, median incomes in the US have at best stag-
nated since the end of the last century – as the chart shows. The 
trend is also visible in Europe.

Initiatives by governments to tackle the problems of low eco-
nomic growth and income inequality after years of austerity could 

therefore help to stem the rise of populism. They include modernis-
ing education, encouraging entrepreneurship and innovation, and 
raising capital spending in both the public and private sectors.

Some even more far-reaching solutions to the problems  
linked to inequality are also being put forward. A proposal that 
Switzerland should pay a universal living allowance garnered 24 per 
cent support in a referendum in June, for example. We are likely to 
see similar initiatives in northern Europe in the coming years.  
If Europe is to achieve a sustained turnaround in the trend towards 
populism, the lack of income growth among lower earners needs  
to be addressed.

In the meantime, the potential for further shocks remains wor-
ryingly high. The Brexit vote might yet prove a high water mark for 
populism. Indeed, the outcome of the Spanish general election in 
June suggested that populism is not necessarily gaining momentum: 
the governing Partido Popular won more seats than it had after the 
inconclusive December election, while the populist Podemos stag-
nated. At least in the short term, the worse things get for the UK,  
the greater the attraction of establishment parties and the status quo 
elsewhere in Europe.

However, before important elections in France and Germany next 
year, Italy could be a new flash point. The Italian prime minister  

INVESTMENT SOLUTIONS

HOW TO INVEST IN  
A POLARISED WORLD
Cesar Pérez Ruiz says that at a time of political polarisation and low returns,  
it is critical to ensure that portfolios are widely diversified and well protected 

investment solutions  15 FAMILY GOVERNANCE INVESTMENT GOVERNANCE OPERATIONAL GOVERNANCE



Source: Pictet WM-AA&MR, Congressional Budget Office

50

100

150

200

250

300

350

80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14

1979 = 100

Top 1%
81st to 99th percentiles
21st to 80th percentiles
Lowest quintile

US REAL AVERAGE AFTER-TAX INCOME: EVOLUTION BY INCOME GROUP, 1975–2011

Matteo Renzi has promised to stand down if the refer-
endum due later this year on electoral reform and the 
abolition of the elected upper house of parliament 
fails to pass. 

Perhaps the greatest concerns surround the  
US presidential election in November, with the dema-
gogic Donald Trump drawing on similar anti- 
establishment sentiments to those that animated the 
Brexit campaign. Markets may be underestimating 
the chances of a Trump victory, and could correct if 
opinion polls narrow.

Renewed spikes in market volatility are therefore 
likely, which means that it remains critical to ensure that 
portfolios are diversified and well-protected. One chal-
lenge here is that yields on core sovereign bonds, tradi-
tionally a key asset for portfolio protection owing to their 
negative correlation with equities, have fallen to very low 
levels and could rebound sharply if signs of inflation 
emerge. Faced with low yields on core sovereign bonds, it 
is necessary to consider other instruments to diversify 
portfolio protection — such as call options. Equities con-
tinue to perform well amid low or even negative interest 
rates on core sovereign bonds and cash, as investors 
search for returns — but downside risks are high.

Overall, expected returns on the main asset classes 
have declined, to not much above 2% annually on aver-
age in real terms for a traditional 60/40 portfolio of 
stocks and bonds, as valuations are stretched and 
growth forecasts are subdued. In an environment  
characterised by low returns and polarisation, an active  

tactical asset allocation is the best approach, trading 
volatility tactically in order to boost returns. 

One area of interest, at least on a tactical basis, could 
be emerging markets. EMs were out of fashion while the 
gap in GDP growth with the developed world was falling 
over the past few years, worsening the risk/reward trade-
off, but the growth gap is now stabilising. A more grad-
ual pace of Fed tightening also helps EM assets. Finally, 
EM forex reserves, which are closely correlated with 
global equities (the MSCI All Country World index), have 
also started to stabilise following a period of decline. In 
any case, capital outflows from EM partly reflect EM 
money buying up DM assets. With Fed tightening set to 
continue though, even if only gradually, EM markets 
with low external financing needs look most interesting.

Adding private equity to the strategic asset alloca-
tion can also help to boost returns. The rise of private 
equity reflects, in part, the relatively attractive returns 
that it offers: 17.2% annually on average in nominal 
terms in 2004–15. Of course, the extra incremental 
return needs to be weighed against private equity’s 
lack of liquidity: the full investment cycle is around 
ten years, so the payback on the investment will only be 
realised in full at the end of that period. Nevertheless, 
the earnings and diversification possibilities it offers 
means that private equity has become more attractive 
and a standard feature of large portfolios.  

Cesar Pérez Ruiz is Chief Investment Officer  
of Pictet Wealth Management

Source: Pictet Wealth Management – Asset Allocation & Macro Research, Congressional Budget Office
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In a world in which equities have become expensive 
and bond yields have diminished to some of the  
lowest levels in history, expected returns for most tra-
ditional asset classes – and, as a consequence, expect-
ed returns from a traditional balanced portfolio – 
have entered something of a trough. It is of little 
surprise, then, that alternative asset classes are in 
vogue. Private equity in particular is today all the 
more relevant to portfolios.

Investors with a long term view have long since  
recognised the attractiveness of private equity invest-
ments and have significantly increased their exposures 
over time. US college endowments, for example, now 
have a 15 per cent allocation to private equity and ven-
ture capital on average, rising to 19 per cent  
for the largest institutions (over USD1 billion,  
according to a 2015 NACUBO-Commonfund study).  
Fundraising in 2015 reached the highest peak of the 
past decade and funds are raising larger amounts 
faster than ever. Among private equity’s many allures 
are strong distributions, which have outstripped  
investor contributions for the last few years. Our 
analysis shows that returns in the asset class have also 
been superior to public equities in 11 of the last  
13 years for which returns are indicative (2000–2012), 
with a premium in the 8–10 per cent range.

‘What about their illiquidity?’, I hear you ask in 
response to this otherwise appealing promise of perfor-
mance. Investors increasingly understand that a  
longer-term view is key to performance in private 
equity, because real change to create value at underly-
ing company level takes some five years at least. For 
those seeking liquidity earlier, there is a buoyant sec-
ondary market. Moreover, thin and volatile expected 
returns on traditional asset classes seem – for the most 
part – to have outweighed investor illiquidity concerns.

A recipe for success?
Premium yields are not a given: firstly, dispersion 
among strongest and weakest private equity performers 
is large among private equity funds, often in the range 
of a 10 per cent difference in internal rates of return (IRR). 
Secondly, today’s valuations are at record highs.

Thus for the general partners (GPs) who manage 
private equity funds, finding an attractive opportunity 
at the right price is more challenging than ever. Rich 
asset prices, egged-on by inexpensive credit and an 
influx of capital from yield-hungry limited partner (LP) 
investors, are driving competition for opportunities. 
This competitive atmosphere is compounded by an 
M&A market where private equity sponsors are under 
greater pressures from acquisitive corporate players 
seeking growth.

Thus GPs are perhaps more compelled than ever to 
ensure that they offer their investors a differentiated 
strategy. For GPs looking ahead, it may be time to 
adjust once again their recipe for success.

 (How to find)  
Diamonds in  

the rough

PRIVATE EQUITY

Maurizio Arrigo describes the  
changing recipes for success among  
managers of private equity funds at  

a time when competition is rife
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The GP formula: escaping a crowded playing  
field via value added and niche expertise
From our birds’ eye LP view, meeting hundreds of fund 
managers per year, we have been able to observe the 
trends of different GP formulae. There was the leverage 
era of the 1980s which favoured the use of debt to maxi-
mise returns. Then came the 1990s and early 2000s when 
multiple expansion and earnings growth were de rigeur. 
In recent years, we have seen more and more GPs shifting 
towards a value added approach involving a resource-in-
tensive commitment to drive and support operational 
improvements that can add intrinsic value to a business.

The fundamental shift towards a more complex style 
of deal making is today being pushed further as GPs are 
forced to set their sights on paths less trodden in order to 
put their capital to work. These include more complex 
transactions such as corporate spin outs, or buy and 
build strategies which aim to create leading platforms in 
specific niches through consolidation. Buy and build  
success requires honed acquisition and integration 
expertise. Meanwhile, other GPs are focused on smarter 
ways of deepening their sector expertise to be recognised 
as specialists in those areas. Without a specific angle,  
GPs today are liable to compete purely on price. 

The LP formula: seeking returns in middle  
and emerging markets 
GPs are not the only ones turning back to the recipe 
book today. LPs seeking performance have been  
outspoken about their shift to smaller-scale funds. 
This may involve looking for opportunities in the 
small to mid-market where deals are less expensive 
and companies promise larger growth potential,  
albeit through a process typically requiring more  

operational involvement and resources. For other LPs, 
opportunities are being sought in new regions, such as 
Asia. From a manager selection perspective, Asian pri-
vate equity funds have not traditionally outperformed 
their European or North American peers, despite sus-
tained economic regional growth. Returns have  
suffered higher volatility and the pace of distributions 
has generally lagged, predominantly as a result of  
IPO-driven exits. The situation is changing however. 

First, with the passage of time, Asia-based managers 
have gained in experience, gone through ups and 
downs, amassed a good number of deals under their 
belts, and learnt from past mistakes. As first-generation 
entrepreneurs approach retirement age, a wave of suc-
cessions is generating buyout opportunities – the staple 
of our private equity programmes. This is comple-
mented by slower regional growth contributing to more 
attractive asset prices.

A new era: managers cannot afford to rest  
on their laurels
As veteran private equity investors, we have seen multi-
ple manager fads over the years. Today might well be the 
start of just another one. But what is clear is that the 
level of sophistication of managers is on the rise and 
that today’s economic backdrop is pushing the best to 
innovate – in their approaches to both sourcing oppor-
tunities and creating value at company level. Only the 
long passage of time through a private equity cycle will 
tell which of these strategies will bear most fruit. 

Maurizio Arrigo is Head of Private Equity  
at Pictet Alternative Advisors
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Britain’s wartime premier Winston Churchill 
famously described Russia as ‘a riddle 
wrapped in a mystery inside an enigma’. 
Reflecting on their own predicament, inves-
tors could be forgiven for feeling a similar 
sense of bewilderment. Governments can 
now borrow money at negative interest rates 
while US stocks are trading at their most 
expensive levels on record – even though  
corporate America’s profitability is falling.

For those bold enough to take on the  
challenge of navigating economic cycles, a 
turbulent journey awaits. Yet, there is  
a potentially less volatile route to securing 
healthy investment returns. Investors can 
look beyond the short-term shifts in the 
financial landscape and focus instead on the 
structural forces of change shaping our 
world, or megatrends.

These powerful forces – which include 
an ageing global population, accelerating 
technological development and greater com-
petition for natural resources – will not only 
change how we live our lives, but also 
threaten the welfare of the future genera-
tions who will inhabit this planet. They have 
the capacity to redraw industrial landscapes 
and transform the way companies are man-
aged and countries are run.

Identifying the  
long-term forces  

of change shaping  
the world

MEGATRENDS

Hans Peter Portner shares his vision for 
securing attractive returns in a time of global  

economic fragility, and outlines an investment  
strategy for a sustainable future
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Thematic investments target those compa-
nies whose profit growth and stock perfor-
mance are intrinsically linked to disruptive, 
structural trends that evolve independently 
of the economic cycle. They offer investors a 
stake in the interests of future generations. 
Not every structural trend is investable, but 
several have given rise to potentially attrac-
tive long-term investment opportunities.

Urbanisation, for example, has served as 
a catalyst for technological innovation in 
areas such as water treatment and wastewater 
recycling. These activities are proving to be a 
source of profitable growth for a select group 
of specialised companies operating in the 
water services industry, which are playing a 
major role in helping steer the world away 
from a water crisis.

Clean energy and timber are two other 
areas of investment that focus on the efficient 
management of some of the world’s most 
critical resources.

Meanwhile, advances in new technol-
ogy and sensors have seen the rapid adop-
tion of robots, in both our professional and 
our personal lives. With fewer entrants to 
the labour market and an ageing popula-
tion, robots and automation have the poten-
tial to boost productivity and improve the 
quality of life of the elderly. Robotics com-
panies are reaping the benefits of this wave 
of innovation.

Other themes being shaped by mega-
trends include health, agriculture, premium 
brands, security and digital communication 
There are many reasons why thematic stocks 
make for better long-term investment.

Secular trends
Thematic investments harness secular trends 
which unfold over multiple economic cycles. 
These forces of change are complex and tend 
not to be reflected in asset prices. Specialist 
investors who can identify these trends and 
establish how they affect companies’ growth 
prospects have the potential to generate 
superior investment returns.

Minimal overlap with standard  
market indices
All thematic stocks share an attractive attri-
bute: they do not feature prominently in capi-
talisation-weighted indices, which has 
important investment implications. The-
matic portfolio managers are not subject to 
any constraints governing the capitalisation, 
the geographical origin or the industrial clas-
sification of their investments. This means 
thematic portfolios tend to hold a high pro-
portion of stocks that differ from benchmark 
indices, while avoiding the most widely held 
stocks, which can be overpriced. Thematic 
investing is not about beating a benchmark, 
but about using a holistic approach to select 
an appropriate and higher performing 
investment universe.

Specialisation – alpha through focus
The companies that become thematic 
investment candidates do so because they 
are specialists in a particular field, not gen-
eralists whose activities span a broad range 
of industries or sectors. There is a large body 
of evidence showing that the stocks of spe-
cialised firms outpace those of large, diver-
sified companies over the long run.
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Essentially, large firms suffer from a ‘con-
glomerate discount’. Or, to put it another 
way, broadly diversified companies are worth 
less than the sum of their parts. By contrast, 
specialised firms – sometimes known as 
‘pure play’ companies – typically have a 
much clearer view of their investment priori-
ties and concentrate expenditure in areas 
that promise the strongest growth.

The upshot for investors is clear: a portfolio of 
non-diversified companies – firms with three 
or fewer large divisions and whose sources of 
revenue are concentrated – should do better 
over the long run than a portfolio of diversi-
fied firms, other things being equal.

Megatrend investing is synonymous 
with long-term investing. Companies in the 
investment universe share a number of fea-
tures that have historically generated greater 
earnings growth and higher profitability. For 
investors with a longer-term outlook such as 
entrepreneurs and multi-generational busi-
nesses, the thematic approach offers very 
attractive prospects.

Hans Peter Portner is Head of Thematic Equities at 
Pictet Asset Management
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Since the creation of the UN Principles for 
Responsible Investment in 2006, responsi-
ble investment has evolved from a niche 
activity into a mainstream approach: the 
development of ESG ratings by Morning-
star and investment consultants are indica-
tive of institutional investors’ desire to bet-
ter understand how their money is invested 
and to share their convictions publicly.

More recently, individual investors, fam-
ily offices and foundations have embraced 
similar principles, showing a growing desire 
to invest in a more responsible form of capi-
talism. We believe that this phenomenon 
results from a number of unrelated trends. 

– Corporate scandals are not new, but the 
problems that engulfed Enron, Worldcom, 
Parmalat and Petrobras continue to resonate 
with investors, many of whom are still count-
ing the costs of these governance failures.

– Environmental problems such as poor 
air quality in large cities, water contamina-
tion and climate change pose a challenge 
from a social, economical and political 
point of view. This opens up new business 
opportunities for companies that provide 
concrete solutions to such problems.

– Shifting consumer preferences for 
cleaner and healthier products such as elec-
tric cars or organic food are reshaping the 
business models of firms traditionally per-
ceived as safe havens.

– Public policy in areas such as climate 
change, corporate tax or soft drinks is slowly 
but surely denting the profitability of com-
panies that tend to generate profits at the 
expense of society.

– Changing economics in sectors such as 
energy, where a growing proportion of 
renewables no longer need public support to 
be cost-competitive with fossil fuels, which 
still benefit from subsidies in many countries.

We see three basic options for investors to 
mitigate the risks and seize the investment 
opportunities arising from these trends. As a 
minimum, we believe that every investor 
should be better equipped for detecting ‘tor-
pedoes’ in core portfolios. When investing in 
listed companies, we suggest investors 
undertake a systematic analysis of corporate 
governance structures in order to uncover 
structural deficiencies, such as the use of 
short-term and accounting-based metrics for 
setting executive remuneration. Potential 
concerns should be raised by investors and 
voiced through proxy voting. Failure by man-
agement to address them could be a reason 
for investors to divest their stakes.

A second option is to focus on ‘long-
term winners’. Because such companies 
tend to be more resilient to the fluctuations 
of the economic cycle and prone to integrate 
disruptive trends in their development 
strategy, we believe that they are better posi-
tioned to generate steady returns over the 
long-term. Identifying sustainable busi-
nesses requires a good understanding of 
their fundamentals, business franchise, 
management quality and track record.

A third option is to target a concentrated 
universe of companies that specialise in pro-
viding specific solutions to environmental 
problems, such as water treatment technol-
ogy, energy efficiency, renewables or low car-
bon energy sources. This is effectively a 
growth story, since these activities are set to 
develop faster than global GDP. 

In all cases, time is of the essence. Inves-
tors constantly need to resist the pressure of 
short-termism or the temptation to treat 
companies like commodities. We also see  
a need for specific metrics to measure port-
folios’ ESG characteristics such as their  
carbon footprint.  

There is no one size fits all, but the lon-
ger the time horizon, the greater the likeli-
hood that responsible capitalism represents 
the best way for investors to achieve long-
term success.

Laurent Ramsey is a Managing Partner of 
the Pictet Group

BUSINESS OWNERSHIP FOR  
FUTURE GENERATIONS

PICTET'S VIEW – INVESTMENT GOVERNANCE

Laurent Ramsey argues that investors can better manage 
long-term risks and seize growth opportunities by  

integrating environmental, social and governance criteria  
into their investment framework
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When we as humans evolved on the savan-
nah 150,000 or more years ago, everything 
was local and linear. Whatever affected us 
was within a day’s walk, and nothing 
changed from millennium to millennium. 
So our brains learnt to make things that 
were not linear look linear. We react to the 
face of a single child, but not to the faces of a 
thousand children.

Today, however, everything is changing 
from minute to minute, and we are affected 
by things happening all over the world. We 
need a software upgrade to understand this 
new world which is global and exponential, 
where growth doubles every year. And as the 
chart shows, this creates disruptive stress or 
disruptive opportunity, according to your 
point of view.

The impact can be seen in what hap-
pened in 1996 to Kodak, a USD28 billion 
company with 140,000 employees. It had 
developed a digital camera, but its board 
saw the company as being in the paper and 
chemical business and rejected it. By 2012 
when Kodak went bankrupt with 17,000 
employees, it had been put out of business 
by a technology it had developed. And in the 
same year, Facebook bought Instagram for 
USD1 billion, when it had just 13 employees.

We see such Kodak moments over and 
over again. When Twitter goes public, 
Blockbuster goes bankrupt. It is predicted 
that 40 per cent of Fortune 500 companies 
will no longer exist in 10 years. The average 
lifespan of an S&P500 company has fallen 
from 67 years in the 1920s to 15 years today. 
And tech entrepreneurs move from an idea 
to a billion-dollar company overnight – uni-
corns like YouTube, Dropbox and Uber 
(worth USD67 billion without ever having 
bought a car).

Education reinforces linear thinking: if you 
take 30 linear steps, you are 30 metres away; if 
you take 30 exponential steps, each doubling 
the distance of the previous step, you are over 
a billion metres away – enough to go 26 times 
round the earth. To understand the conse-
quences of exponential growth, I co-founded 

‘We are living through the  
most peaceful time in history,  
yet we mainly see the violent 

events that are happening’ 

Mindsets and 
moonshots

GREAT GAME CHANGERS

Entrepreneur Peter Diamandis argued that  
we are living in exponential times when the pace  

of technological change doubles every year,  
making people better off, healthier and happier –  

whatever the news headlines say
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the Singularity University in Silicon Valley 
which focuses on how technologies are com-
ing together and disrupting business.

It began with Moore’s Law, when the 
founder of chip manufacturer Intel observed 
that the power of integrated circuits was 
doubling every year, and was likely to con-
tinue to do so. Today, they are 10,000 times 
faster and 10 million times cheaper – a 100 
billion-fold improvement in nearly 50 years.

This progression of increasing capacity 
and falling costs in computing power is con-
tinuing to accelerate. And it is driving other 
technologies such as 3D printing, robotics, 
virtual reality and artificial intelligence. 
These are unexpected convergence conse-
quences of all these things coming together 
and creating new business models that will 
transform our lives.

All of this requires an Abundance 
Mindset. News media are like drug-push-
ers, where negative news is their drug 
because when we were evolving it was nega-
tive news that humans had to watch out for. 
Negative news stories outnumber positive 
ones by ten to one: we are living through the 
most peaceful time in history, yet we mainly 
see the violent events that are happening.

The past was brutish and short, but if 
you look at the data over the last century, per 
capita income has more than tripled. The 
human lifespan has more than doubled. 
The cost of food has dropped 13-fold, of 
energy 30-fold, transport hundreds of times 
and communications by millions of times. 
We’re heading towards a time when there 
will be no extreme poverty on the planet, 
and when the chances of dying a violent 
death are 1/500th of what they used to be.

There are similar results for all the main 
indicators of quality of life. It has not hap-
pened because of better politicians: it’s the 
impact of technology which brings costs 
down so radically that what used to be scarce 
becomes readily available. And plummeting 

computing power is bringing more people 
online, so that they can make a difference. 
There will be a massive explosion of discov-
ery and we will end up living in a world of 
perfect knowledge, where you can know any-
thing you want, anytime, anywhere.

And this leads me to moonshot think-
ing where we can take on problems and 
challenges which we never before thought 
possible. A moonshot is going ten times big-
ger when everyone else is going 10 per cent 
bigger – requiring the rethinking of the 
business. Here are three of mine.

I went to medical school, and my first is 
to extend the healthy human lifespan. 
There is no reason why it cannot be twice or 
three times longer. So three of us founded 
Human Longevity Inc with the aim of mak-
ing 100 the new 60. We are using human 
genome sequencing to create millions of 
integrated health records which can predict 
the risk of diseases and devise longevity 
plans to stop the risks happening.

My second moonshot is to expand 
human access to mineral resources by using 
space drones to mine them on near-earth 
asteroids. We are building full-size vehicles 
to look for fuel and platinum-group metals 
in which asteroids are much richer than 
mines on earth.

The third is addressing the world’s great 
challenges by offering prizes, as we did suc-
cessfully with the USD10 million Ansari 
XPrize for the first non-government organi-
sation to put three people into space twice in 
two weeks. That inspired 26 teams to spend 
more than USD100 million, and we set up the 
XPrize Foundation to use the same approach 
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to tackle the world’s biggest problems. We 
have now awarded USD34 million in prizes, 
with another USD82 million active.

I believe that this is a time of extraordi-
nary opportunity, where if you can see a prob-
lem, you can solve a problem. We are living in 
an era of extraordinary abundance, and we are 
entering an era of extraordinary innovation. 

Peter Diamandis is an international pioneer in the 
fields of innovation, incentive competitions and 
commercial space. He is the Chairman and CEO of 
the XPrize Foundation, best known for its $10 
million Ansari XPrize for private spaceflight. He is 
also Co-Founder and Executive Chairman of 
Singularity University, a graduate-level Silicon 
Valley institution that studies exponentially 
growing technologies, their ability to transform 
industries and to solve humanity’s grand challenges
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Innovations which are now commonplace in the retail 
sector are progressively entering business-to-business 
services, meeting client demand for more personalised, 
faster and competitive services. Financial organisations, 
academia, start-ups, technology companies and other 
institutions are leveraging technology developments  
to increase the pace of innovation in the wealth  
management business.

However, some of this innovation is made possible only 
through standardised services, sharing of information 
and multi-party partnerships, which do not fit with the 
values and operating principles of most family offices and 
wealth managers. Increased competition and tightening 
regulation further adds to the pressure building up to sat-
isfy needs. In fact, only a smart combination of technolog-
ical developments and human touch can lead to better 
effectiveness and efficiency, while catering for the need to 
provide bespoke services to family office clients.

Over recent years, many wealth managers have 
invested in communication portals that provide clients 
such as family offices with access to information regard-
less of time, location and device. Today, online portals can 
give clients intuitive, self-service access to portfolio anal-
ysis and management, advanced reporting, full account 
and transaction history and messaging functionalities. 
Through technology, financial advisors can increasingly 

OPERATIONAL SOLUTIONS

THE FUTURE  
OF OPERATIONS  
IN FAMILY 
OFFICES
Marc Briol describes how a smart combination of 
technological developments and people skills can 
improve family office operations by customising 
services, so long as data integrity, client protection  
and confidentiality prevail
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focus on generating additional returns for 
their clients, rather than informing them 
about past performance.

In the coming years, four major technol-
ogy shifts are likely to make client experi-
ences more engaging and operations more 
efficient in the family office world, provided 
they are combined with the necessary 
human skills and expertise.

1. Connectivity and mobility will continue 
to be an area for investment, smoothing 
communications between clients, family 
offices and service providers. While basic 
functionality is mostly in place for major 
providers, the next generation of services 
will typically evolve around three themes:

–  Secure one-to-one video conferencing or messaging 
connections to enhance client access to per-
sonal expertise, eliminating the cost and 
time of travel;

–  E-documentation to ease the pain of sending 
contractual documentation in paper-form 
back-and-forth, sometimes enhanced by 
multi-device connectivity and secure 
cloud solutions;

–  Self-service access to make information that 
may traditionally have been ‘pushed’ at 
the end of the week, month or quarter 
available on demand and accurate up-to-
the-minute.

2. Artificial intelligence coupled with big 
data architecture will play increasingly 
important roles in helping providers of 
financial services to better understand and 
anticipate client needs. Innovative banks 
will be able to further enhance service to 
their clients by comparing data between 
peer groups and clusters and identifying 
behaviour patterns within a cluster. The 
information shared back with individual 
clients will become richer and more timely, 
thus supporting advisors in taking the right 
investment decisions. As these technologies 
rely significantly on internal information, 
particular care needs to be given in han-
dling such information – and limitations 
acknowledged – to preserve its integrity 
and confidentiality.

‘Access to information regardless 
of time, location and device ’ 

 3. Machine-learning could bring advances 
in automation which has already led to 
higher speeds, reduced costs and fewer 
operational errors than manual processes in 
banking. Machine-learning techniques are 
mostly known for enabling computers to 
beat the world’s most skilled players of 
chess and go. But they could now be used for 
banking operations which involve a signifi-
cant need for human intervention because 
of lack of standardisation or the need to 
interpret information. Examples include 
taking on new clients and the ‘Know Your 
Customer’ process, reconciliations of hold-
ings across financial institutions, and 
account or performance reporting. Auto-
mating large parts of these processes 
through learning machines would unlock 
time spent by humans on transactions in 
order to pursue more value-added activities.

4. Blockchain technology could be 
another game-changing development for 
particular activities currently handled by 
banking networks, such as payments or 
over-the-counter transactions. These and 
associated transaction and holdings recon-
ciliation and reporting processes are  
currently held in a centralised accounting 
book (also known as the ledger). Blockchain 
protocols allow all participants to share the 
same ‘truth’ instantly in a mutually secured 

SMART COMBINATION
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way, potentially changing dramatically the 
business models of many intermediaries. 
For investors, transactions would become 
faster and cheaper to settle, and counter-
party risks could be reduced by releasing 
liquidity trapped by existing processes. Fur-
ther, automated reconciliation and account-
ing could contribute to better value servic-
ing and more accurate reporting.

However, the other side of the coin in pro-
viding family office services is still relevant. 
Rather than outsourcing or offshoring 
operations, services can be offered in loca-
tions where customers live – preserving the 
care and confidentiality that has become the 
hallmark of the best wealth managers. They 
have been using agile development meth-
ods and homogeneous operational architec-
tures across the globe for several years to 
provide bespoke services that meet the 
needs of the most sophisticated clients.

The combination of technology and 
human skills can enhance family office 
operations by allowing them to focus on 
their core investment activities over the 
coming years. The winners of tomorrow 
will be the ones getting ready for the future 
in family office services today.

Marc Briol is Chief Executive Officer 
of Pictet Asset Services
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Artificial intelligence 
Used to describe machines that  

can learn and solve problems

Machine learning 
 ‘Field of study that gives 
computers the ability to  

learn without being  
explicitly programmed’ 

Arthur Samuel

Data mining 
Discovering patterns in large  

data sets using computers

Jeopardy 
A television quiz where 

contestants must find the questions 
corresponding to general 

knowledge answers

Go 
The oldest board game  

for two players 

Reinforcement learning 
A field of machine learning  

where actions maximise  
cumulative rewards

Big data 
Large and complex data sets

Chatbot 
A computer program  
simulating a human  

conversation partner

A COMPUTER BEAT THE BEST HUMAN CHESS PLAYER  
IN 1997, ANOTHER COMPUTER WON AT JEOPARDY IN 
2011, AND A THIRD BEAT THE BEST GO PLAYER IN  
2016. WHAT IS BEHIND THIS PROGRESS?
There are three drivers behind it, each of which 
will take some time to mature. The first is 
increased computing power, which doubles 
every two years. What we could compute on 
supercomputers many years ago can now be 
computed on a notebook. Parallel and distrib-
uted computer architecture and algorithms can 
organise thousands of computers to work 
together to accomplish tasks that were previ-
ously impossible.

The second driver is our more advanced 
understanding of machine-learning algo-
rithms. Deep learning is a new technique that 
gives a much better understanding of data in 
terms of layered features with an increasing 
degree of detail. The number of such features 
can be billions, compared to only hundreds in 
the past.

The third driver is the accumulation of big 
data. Traditionally, machine-learning algo-
rithms had only small data to work with, so the 
power of AI was not realised. Today, high- 
quality big data are available with the maturity 
of the internet, mobile phones and sensor tech-
nology – and AI can show higher performance 
than ever before.

HOW DOES THIS AFFECT SOCIETY?
It will fundamentally change our society.  
We expect to see more and more AI programs 
working with humans, learning from their expe-
rience. Machines will take over highly repetitive 
jobs, leaving the creative and imaginative work to 
humans. Many areas such as finance, healthcare, 
education, industrial manufacturing and online 
commerce will be served by increasingly capable 
machines that will help empower humans.

WE HAVE SELF-DRIVING CARS, CHATBOTS AND A 
COMPUTER WINNING AT THE GAME OF GO. WHAT IS 
THE NEXT STEP FOR AI?
Artificial Intelligence has been successful 
mostly in fairly limited and well understood 
domains. A prime example is Go, where the 
rules are set and the range of data is confined to 
predetermined board locations. In the area of 
chatbots, the best chatbot today can do well in 
vertical, targeted domains, but cannot yet solve 
general problems in conversations that cut 
across many different areas.

In ‘noisy’ domains such as robotics in an 
outdoor area – as in self-driving cars – the envi-
ronment is extremely hard to define formally 
and surprises happen all the time. The amount 

Using artificial 
intelligence to  

forecast financial 
markets

ARTIFICIAL INTELLIGENCE

Professor Qiang Yang interviewed by  
Edgar van Tuyll van Serooskerken.  

Professor Qiang Yang, founding head of the  
Huawei Technologies AI research lab, answers  

questions put by Pictet on how rapid  
evolutions in AI will affect financial markets
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of data required for AI to perform well in 
such domains dramatically increases, and  
it is hard to train AI systems in such  
noisy environments.

In the future, we will see more AI suc-
cesses where high-quality data are available 
and rules are increasingly well-understood 
in terms of possible operations and data. 
These will include areas of finance, online 
education, manufacturing and healthcare.

WHAT IS THE MAIN PROJECT YOU ARE WORKING ON?
I have been working on the topic of ‘trans-
fer learning’, to teach computers how to 
generalise their experience beyond their 
trained domains. Good students not only 
learn well in a given subject, but extend 

Advertising Feature

Professor Qiang Yang is founding head of Noah’s 
Ark, the data mining and artificial intelligence 
research lab of Huawei Technologies, the largest 
telecommunications equipment manufacturer  
in the world. He is also head of the Department  
of Computer Science at Hong Kong University  
of Science and Technology

‘An iPhone today is as  
powerful as a $1,000,000 crazy  

super computer from 1984’

their learning to related subjects. Transfer 
learning is similar: it teaches computers to 
take learning from an AI model in one area 
(say text understanding) and apply it in 
another area (say image understanding). 
This is particularly useful when extending 
models from data-rich domains to data-
poor domains, and where we need personal-
isation of general models in areas of sparse 
personal data. My research group and I are 
applying this technology to finance, dia-
logue systems in personal assistant robots 
and call centres, among others.

CAN AI BE USED TO FORECAST 
FINANCIAL MARKETS?
AI can be used in several areas of financial 
markets and such uses have dramatically 
increased with the availability of big data. 
Machine-learning models can be trained to 
help make forecasts of future market move-
ments by using information on all the mar-
ket transactions and movements of the past 
several years.

AI can also excel in text analysis of 
mountains of news, documents, financial 
reports and company annual reports to 
detect important market signals – including 
the sentiments expressed in social media. For 
example, if a company’s annual report 
implies that several new products will be 
launched and social media indicate that  

similar products have long been in demand, 
machine reading could predict that the prod-
ucts will sell very well.

WILL AI BE ABLE TO PREDICT FINANCIAL  
MARKET PRICES WITHIN THE NEXT FEW YEARS?
I believe that with sufficient data, AI algo-
rithms are in place to make more accurate 
predictions of market movement than an 
individual human analyst. In financial mar-
kets with enough historical data, it is possi-
ble to assess general market situations and 
make more than random assessments of 
market actions.

However, it is often difficult to accumu-
late a sufficient amount of the complete 
data needed to create an AI system that 
could surpass human performance. The 
data can be extremely sparse or noisy, and it 
may be difficult to understand fully the 
meaning of various fields in it. To address 
these challenges, researchers are investigat-
ing ways to combine expert rules with sta-
tistical learning from the data.

CAN AI FIND PATTERNS IN THE LARGE AMOUNTS  
OF DATA WHICH FAMILY OFFICES OFTEN MANAGE?
AI can be trained to spot abnormalities  
in data, especially when it has been put 
together from different sources. It can be 
used to help marketing researchers iden-
tify customers who prefer a particular 
financial product. Where there are many 
possible risks, AI can be used to rank them 
according to their severity, urgency and 
likelihood. And it has long been used to 
sniff out abnormal credit card usage  
in transactions data and send alerts to 
human operators.

APART FROM HELPING IDENTIFY RISKS,  
CAN AI ALSO CREATE NEW RISKS?
Just like any tool, there are always two 
sides. If used improperly, AI can indeed cre-
ate new risks that make the financial sys-
tem more volatile. One example is when AI 
is used completely in auto-pilot mode with 
no fail-safe buttons. Others are where AI 
models use biased or insufficient data, or 
interpret the financial situation incor-
rectly. It is important always to put AI sys-
tems under human control and keep watch 
for ‘rogue’ AI systems.  

Edgar van Tuyll van Serooskerken  
is Head of Quantitative Strategy at Pictet  
Wealth Management
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In the world of finance, trading is the function that has 
been most shaken up by the technological revolution of 
the last 40 years. It began by automating the processes 
which could be industrialised – activities that are admin-
istrative in nature. And it then moved on to the pricing of 
financial assets, a world often regarded as opaque.

Initially, this extraordinary information tool was 
reserved for finance professionals – the traders. Even 
before the invention of computer terminals, getting hold 
of information first had always been a major competitive 
advantage. The exclusive access of traders and later other 
finance professionals to the new technologies gave them 
access to such information – and thus power and wealth.

Those outside the inner sanctum could look at news-
papers, but the information was at best a day out of date 
and not always helpful for obtaining the best price for 
financial assets. Alternatively, they might be able to ring 
their banker or broker who would be confident of the 
accuracy of the prices they quoted. But with the arrival of 
the internet, everyone could get hold of all the informa-
tion bankers and brokers had: political news, economic 
data, the price of assets, charts – absolutely everything.

The industry believed that its technological advan-
tage was the only way to justify the price of their services 
and responded with a mad rush to maintain a technologi-
cal gap. But there is no need to rely on that technological 
advantage: good professional traders can add value for 
clients because they have the experience and expertise to 
understand what is going on and help their clients make 
their investment decisions and implement them.

The development of increasingly sophisticated algo-
rithms means that machines can already select one price 
over another, but they are not yet capable of considering 
all the often subtle aspects of the decision. Some people 
believe they will very probably get there one day, but that 
is not yet certain. And while it remains in doubt, clients 
will still need professionals of impeccable integrity, expe-
rience and judgment to point them in the right direction.

In the current environment, destabilised by the 2008 
crisis and the response of unconventional monetary poli-
cies, investors need someone capable of not executing an 
order immediately when market conditions would make 
it senseless to do so. On the other hand, they need a trust-
worthy counterparty capable of sharing the risk in the mar-
ket dislocation that many clients have endured in recent 
years when all the algorithms have become disconnected.

Human beings therefore remain at the heart of the 
service offered by a trading room, because they alone are 
capable for now of the good judgment which can be cru-
cial for the client. As the big banks either withdraw from 
trading and brokerage or charge headlong into all- 
digital technologies, there is still a bright future for those 
who understand that the quality of the men and women 
in their teams is what really makes the difference. 

Paul-Marie Dacorogna is Chief Executive Officer 
of Pictet Trading & Sales

TRADING

THE LIMITS TO  
AUTOMATION
Paul-Marie Dacorogna says that the tendency  
to automate everything in trading which can be 
automated has perhaps gone beyond the point  
where it makes sense
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In a world of self-driving cars, 3-D printing, 
smart wind and solar power, the world  
of finance is no exception. The digital 
game-changers we see appearing in banking 
– robo-advisors, artificial intelligence, big 
data, applications, platforms, blockchain to 
name just a few – require a fine balance 
between optimisation and efficiency on the 
one hand, and sensitivity and precision  
on the other.

A surgeon today can operate on a patient who 
is physically on the other side of the world 
thanks to technology. The human mind is 
the creator of such innovations, as well as the 
safe-keeper of their appropriate use.

Since the Industrial Revolution, there 
have been dire warnings about the conse-
quences of technological innovations which 
have frequently turned out to be exaggerated. 

The workforce is slowly but surely moving 
away from manual labour into ideological, 
ethical and creative subtlety.

One value that remains unchanged in 
our eyes is the belief that the quality of 
employees is a key differentiator – even 
more so in an era of digitisation. While 
tedious and routine tasks can increasingly 
be handled by automated processes and 
robots, our ‘human’ touch cannot be 
replaced. It is highly professional staff who 
can anticipate and understand the wishes of 
clients and offer them the exceptional expe-
rience that wins their trust in even the most 
complicated situations. One should pin-
point that during strained financial market 
times, personalised advice and solutions 
offer clients guidance; a key value added.

A similar revolution is under way in the 
experience offered to clients, both private 
and institutional, as well as on the opera-
tional delivery of that experience. Technol-
ogy enhances the effectiveness and effi-
ciency of operations, and improves the 
working conditions of employees. We 
believe that it will add significant benefits 

for clients as well as protecting them from 
eventual threats in the short, medium and 
long term.

At a time when the pace of innovation  
is accelerating, capturing those opportuni-
ties requires an agile approach. The digital 
transition in operational governance 
should not be constrained by a centrally 
imposed group strategy, large projects 
across departments. Instead, it requires an 
entrepreneurial culture that encourages the 
emergence and development of specific and 
meticulous initiatives by individual special-
ists who know best the benefits sought and 
pain points experienced by their clients,  
as well as the nitty-gritty specificities of 
their business.

This entrepreneurial attitude is central 
in Pictet’s DNA. Our clients’ interests come 
first, which drives us to stay close to their 
needs. We keep a sharp eye on minimising 
risks to protect these interests and to suc-
ceed in that, we need to understand how 
things are done and how we can do them 
differently. As a result, we refrain from 
being first movers in areas where there is a 
high degree of uncertainty or risk. However, 
we position ourselves as smart-followers: 
our specialists look for innovations or new 
capabilities which have demonstrated suffi-
cient maturity to draw our interest.

In the midst of a ceaseless technological 
revolution, clients will be served best by tal-
ented professionals with a healthy combi-
nation of creativeness and durability, agility 
and responsibility. These professionals need 
to remain true to the organisation’s roots 
while being ready to seize opportunities 
that will enhance the service they provide. 

Christian Schröder is Group Corporate Secretary 
and Head of Organisation at Pictet

DIGITAL REVOLUTION, BUT WITH A HUMAN TOUCH

PICTET'S VIEW – OPERATIONAL GOVERNANCE

Christian Schröder argues that the undoubted benefits which digital  
technology can bring to operational governance should not lead to the loss of  
the personal touch, which remains essential for wealth management clients

‘This entrepreneurial attitude 
 is central in Pictet’s DNA’ 
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Looking after families and generational 
wealth has always been at the heart of our 
strategy. Indeed, one could reasonably say 
that preserving and increasing family wealth 
across generations is Pictet’s raison d’être. 
Since the bank’s foundation in Geneva in 
1805, the Pictet family has been continuously 
involved in running and developing it to 
make it a more successful enterprise.  

We have survived through more than 211 
years of turbulent European history by not 
resting on our laurels; and we are unlikely to 
survive the next 200 years if we do. The Pictet 
Group’s longevity is the result of our being 
able to adjust to ever changing geopolitical 
and economic circumstances. Today, we need 
to adapt to a fast-paced world marked by 
what can be disruptive innovation and con-
stantly increasing automation. 

Although clients clearly need digital 
solutions, more often than not wealthy fami-
lies will inevitably also seek out simple 
human expertise for personal advice and 
planning, networking and exchanging 

information with peers. Our role therefore 
goes beyond the ready-made solutions 
offered by computer technology.

With innovation altering the financial 
landscape, our true added value for clients is 
that we can offer them services that precisely 
match their needs – a different approach to 
looking at our relationships with humility 
and ethos. We learn from the past and over 
time, and because everybody needs a bank we 
have witnessed several successful and some 
less successful family experiences. 

We need to continue to be nimble and 
adaptable to changing circumstances – in a 
word, entrepreneurial. We continue to strive 
for innovation and creativity. We remain 
close to our clients, listening to their needs 
while also suggesting new avenues for them 
to explore. This means staying as true as ever 
to our long-term investment view but also 
not being afraid to move away from the pre-
vailing market consensus. 

Pictet is a family business but with non- 
family members also involved in its running. 

None of us has been handed a silver spoon. 
Our organisation is run on a system akin to a 
permanent management buyout: each part-
ner has to buy their equity stake from their 
share of the annual profits. All of us are 
expected to add value.

We believe this combination of manage-
ment and ownership in the same hands is a 
powerful mechanism for creating value over 
time, ensuring that each generation essen-
tially has to act as a first-generation entrepre-
neur. As individuals we are all given the 
chance to shape our own organisation within 
the Group and contribute to its success. We 
all have to prove ourselves and decide on our 
path, but at the same time we, as partners, all 
steer the ship together.

This is an enriching learning curve. We 
are given substantial responsibilities early 
on and have full autonomy, but always with 
the support of the other partners as well as 
retired partners, who show an interest and 
give guidance. Important decisions are 
always taken unanimously by the partners, 
and this ‘consensus’ culture has proved para-
mount for developing a sustainable business 
and a solid reputation.

As one of Pictet’s most recently appointed 
managing partners, I have a particular per-
spective of our history, its strong family 
identity and tradition as well as the  
constant quest over time to be the wealth 
manager of choice for generations of other 
families. As one of my fellow managing 
partners put it: ‘we will know if you have 
been a successful partner when you retire’. 
Another 22 years to go then before I get a 
whisper of that answer...

Marc Pictet is a Managing Partner of the  
Pictet Group

COMBINING DYNAMISM AND  
THE LESSONS OF HISTORY

CONCLUSION

Marc Pictet shares his experience in a family business whose  
history stretches back nine generations, and explains how the  

seeds are sown for the future generations
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 ABOUT 
PICTET
Founded in Geneva in 1805, Pictet is today one of Europe’s leading 
independent wealth and asset managers, with more than  
EUR403 billion at the end of June 2016. The Pictet Group is owned  
and managed by six partners with principles of ownership and 
succession that have remained unchanged since its foundation.

These principles encourage a spirit of collegial management and 
entrepreneurship, a long-term vision and commitment by the  
partners as well as a prudent risk-management policy. 

The Pictet Group, headquartered in Geneva, employs more than  
3,900 people. It is also present in Amsterdam, Barcelona, Basel, Brussels, 
Dubai, Frankfurt, Hong Kong, Lausanne, London, Luxembourg, 
Madrid, Milan, Montreal, Munich, Nassau, Osaka, Paris, Rome, 
Singapore, Taipei, Tel Aviv, Tokyo, Turin, Verona and Zürich.

MANAGEMENT OWNED 
Pictet is a partnership of six owner-managers 
responsible for the entire business of the Group.  
Our principles of succession and transmission of 
ownership have remained unchanged since 
foundation in 1805. 

THREE BUSINESSES, ONE FOCUS
As an investment-led service company we offer only 
wealth management, asset management and related 
asset services. We do not engage in investment 
banking, nor do we extend commercial loans. The 
partnership ethos of Pictet ensures that we remain 
committed to preserving the integrity of the Group. 

INDEPENDENCE 
We are able to set our own business strategy without 
pressure from external shareholders or creditors. 
 Our financial independence goes hand-in-hand with 
independence of mind, exacting risk management and 
freedom from the temptations of short-term fashion. 

CONTINUITY 
Over the past 210 years there have been only  
40 partners, each with an average tenure of over 
21 years. Because the terms of the partners overlap, 
their knowledge, experience and values are absorbed 
and passed on without interruption. Successive 
generations therefore act as custodians as much as 
owners of the Pictet Group.
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