
Advertising Feature

FAMILIES & MULTI-
GENERATIONAL WEALTH

FAMILY GOVERNANCE
Whether you are 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.

The views and comments in this publication are not backed or in any way endorsed by The Financial Times Limited.

OPERATIONAL GOVERNANCE  
Integrating new digital technologies and 
administering investment portfolios will help  
to control and minimise costs. It will also 
provide assurance that assets are in safe hands. 

INVESTMENT GOVERNANCE
Understanding a family’s objective is  
the first step in devising a sustainable  
multi-generational strategy to create a  
performing long-term investment portfolio. 



The future belongs to succeeding generations, 
yet what is to become their present will be 
shaped by actions we take today. Whether we are 
talking about family interactions, environ- 
mental questions or social impact, our decisions 
will frame the options of the next generation.  
Indeed, the choices that are available to us have 
been shaped by our own ancestors. And so on. 
One word can sum this up: legacy.

Each generation hopes to create a better future for 
their children, whether in quality of life or in other 
ways. Sometimes this involves technological innova-
tion; sometimes a change in attitudes or ways of 
thinking. We see it now in the acceleration of artifi-
cial intelligence or the shift towards greater social 
responsibility. Emotional aspects also play a part in 
defining the future we wish for.
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This report presents the views of a range of think-
ers and practitioners on such questions of legacy 
and how it shapes the future that we bequeath to 
our children. 

Legacies are also at the heart of Pictet‘s philoso-
phy. In its narrowest sense, legacy can refer to a finan-
cial settlement made by one generation to the next; in 
a wider sense, it may also mean the environmental or 
social conditions that descendants inherit. In wealth 
management, Pictet’s three principles of governance 
— family, investment and operational — encompass 
legacy in the widest possible sense. It therefore gives 
a platform for families to strategise, manage and  
distribute their wealth. 

We hope you find this supplement both enlight-
ening and enriching. 
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‘It’s how I feel’: dealing  
with the emotional side  
of family money
Families with wealth have their own distinct problems to 
overcome, particularly in the impact riches can have on younger 
generations and their sense of worth. Oliver James, author and 
psychotherapist, discusses with Grégoire Imfeld, Head of 
Pictet’s Family Office Services team, the pressures and emotions 
that such families experience

‘With wealthy families  
gender can still be, even 
today, highly important’

Grégoire Imfeld: There are complexities 
in managing family wealth which 
increase through the generations as the 
size of the family grows, including some 
fundamental differences between the 
values of the world of business and  
the family world. When these emerge, 
how can families deal with the emo-
tional consequences?

Oliver James: Wealthy families are just the 
same as all other kinds. All of us were born 
into a drama and were accorded roles – the 
student one, the clever one, the pretty one, 
the ugly one, and so on. We all have to play 
out those roles within our families, what-
ever the wealth of our parents.

What wealth does is magnify and 
amplify these emotions. In a case I know, 
when the father of the family who had made 
the money died, his children went to look at 
his valuable paintings. They all had ‘For 
Eric’ written on them, which certainly dis-
pleased Eric’s two siblings.

If you were brought up in a poor 
home and your parents had left the wide-
screen TV to your sibling, it would be a blow, 
though not quite the same as one of my 
clients who missed out on a castle. Being 
wealthy simply magnifies the impact.

Is there a difference between  
old money and new money?
There is obviously a big difference between 
more recently acquired wealth and long-
term inherited wealth. Where there was 
long-term inherited wealth, the families 
have gone through a massive change.

There is a shift through the generations, 
from an interest in making more money to 
conserving it, and to less preoccupation 
with money eventually. In the UK, you may 
get some kind of recognition, or even 
become a lord if you are from a very old 
family, and then be more preoccupied with 
that status than with money itself.

Even so, the basic family dynamics are 
still at play. The patriarch of a client of mine 
wrote a will that divided up the wealth 
among his whole family. After he died, the 
eldest son and the mother tried to break the 
will because they believed it was bad for all 
the children to inherit large sums of money 
and wanted to force the siblings to give their 
money away.

It boiled down to the dynamics 
between the mother and the son, and the 
history of the son’s relationship with his 
father – all the usual stuff in any family.

There are also plenty of families who 
are not ashamed of their wealth but they 
really do not want it to affect how people 
relate to them: they do not want their rela-
tionships to be poisoned by everyone 
saying, ‘he’s loaded’. So they have a shadow 
career, because when they get asked at a 
dinner party, ‘what do you do?’, it is not 
enough to say, ‘I like shooting.’

Does birth order play a role  
in family dynamics?
Yes, there are consistent findings about 
birth order, which show that the oldest 
tends to take after the parents and identify 
with the status quo. But we all try to estab-
lish a niche for ourselves which attracts the 
love and material resources of our parents. 
If you’re the firstborn, the least line of 
resistance is following your father, but the 
last born in a large family may have run out 
of niches to attract their parents’ attention 
and go their own way more.

Gender is also crucial. In my own case, 
I was one of four children with three sisters, 
and my father related to me quite differ-
ently from my sisters, as they will tell you at 
great length!

With wealthy families, gender can still 
be, even today, highly important. The cur- 
rent patriarch of a company which owns a 

Oliver James

Grégoire Imfeld
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famous UK brand told his daughter – a highly 
educated, very intelligent woman – that she 
would never succeed in the family business 
because women were too emotional.

Favouritism and stigmatisation are 
also part of the story, regardless of birth 
order or gender. We all, however much we 
might like to deny it, have favourite chil-
dren, and in some cases, it goes horribly 
wrong. I know one example where the 
eldest daughter was completely trumped by 
her prettier, more socially attractive sister in 
terms of what was passed to her.

Another issue is the relationship with the 
children from birth to the age of three, 
which can be significant in later life. 
Actually it boils down to love in the early 
years – so why’s love so important?
When you’re a baby, you’ll die unless some-
body feeds and clothes you. We have the 
longest period of vulnerability of that kind of 
any species so it’s really important that some-
body – it doesn’t have to be your biological 
mother – is able to work out what you need. 
There are all sorts of dire consequences if this 
doesn’t happen at a young age, and among 
my clients the hardest to help are those 
neglected early on and even later.

Also a major way in which love is 
shown to you at the beginning of life is food, 
which should be given in exactly the way 
you want at the time you need it. If you do 
not get your boiled egg at the right consist-
ency, that matters enormously.

As we get older, we tend to equate love 
with money. One of the ways we feel loved 
by our parents is how thoughtful they are 
about the presents they give us at Christmas 
– often described nowadays as emotional 
currency. A lot depends on the meaning of 
material things within families, and there 
will be different symbolic meanings of such 
gifts and how love is transmitted through 
them to each child.

On the other hand, we all have mali-
cious sides to us; all of us take pleasure in 
seeing other people have trouble sometimes.  
This can come out in inheritance. There are 
many examples where inheritance is done 
very inequitably, and children express an 
unresolved problem with a parent by  
challenging inheritances. 

I also think you can argue that there can be 
too much love, but only after the age of about 
three. From that age you have got to start 
frustrating a child and teaching it that there 
is such a thing as an external world that will 
not change, however much they try to change 
it by magic. And obviously if a child is not 
given any boundaries, and continues to be 
allowed to think of itself as omnipotent and 
to be the centre of the universe for too long, 
then that creates problems. 

A study in the US measured entitle-
ment and narcissism in the children of 
people from well-to-do backgrounds, com-
pared with people not from well-to-do 
backgrounds. They measured narcissism in a 
number of West Point graduates, and then 
measured their careers as leaders. They 
found that you are more likely to be narcissis-
tic and have an excessive sense of entitlement 
if you came from a well-to-do background 
and that, in various respects, made you a less 
good leader. It meant that your future plan-
ning was too grandiose, your capacity to 
tolerate the quirks of your subordinates was 
less sophisticated and you were less willing 
to hear what people said to you. 

Therefore the characteristic patterns 
that make us uniquely us are established in 
the early years, the first six years of life, by 
the care we receive. And crucially, in those 
earliest years, what we need is love.  

Oliver James is the author of several best-selling 
books about psychotherapy, including They F*** 
You Up: How to Survive Family Life and Afflu-
enza. During the New Labour era after 1997, he 
advised the Government on social policy. In 2010, 
he was a member of the Conservative Govern-
ment’s Quality of Life Commission.

Grégoire Imfeld is Head of Family Office Services, 
Pictet Wealth Management. His main areas of 
expertise are family governance and family dyna-
mics. He also advises families around the world on 
setting up their single family offices, their invest-
ment governance and operational governance.

‘As we get older, we tend to 
equate love with money’
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‘Families in Asia are  
going through a  
transitional phase’
Weiling Chua, who is CEO of the Chua’s family office in Singapore,  
sees more and more families in Singapore – especially the second 
generation – turning to family offices, not just to ensure proper 
investment processes and accountability, but also to help them  
with aspects such as philanthropy

For one Asian family, managing wealth by 
means of a family office is a way to retain 
control over decision-making while at the 
same time seeking external advice. Weiling 
Chua’s family, based in Singapore, accumu-
lated its wealth through her father’s ventures 
in real estate. She is now the CEO of their 
family office, One Hill Capital.

‘Asia is waking up to the concept of family 
trust and family office structures,’ she says. 
‘Families want to institutionalise their 
investment processes and take on a more 
active role in their decision-making.’ She 
points out that second generations appear 
to be particularly receptive to using a family 
office because ‘they’re more exposed and 
well informed; they’re aware of the impor-
tance of having proper investment processes 
and accountability.’

In this way, the traditional patriarchy of 
some Asian families is diluted and brought up 
to date. ‘Families in Asia are going through a 
transitional phase,’ says Chua. ‘Patriarchs are 
at the age where they’re ready to hand over 
their business to the younger generation, so 
they’re thinking about legacy-preservation 
and family governance.’

In Chua’s native Singapore, the concept 
of a family office is quite new. Traditionally, 
families ‘relied on their relationship manag-
ers as their portfolio managers’. However, 
‘over time, these families are becoming more 
sophisticated, and they’re able to take on a 
more active role and work in tandem with an 
external advisor to help them with their 
strategic asset allocation.’

It’s a similar story, she suspects, throughout 
the region as families tentatively explore 
the new vehicles on offer. ‘In Singapore, 
families are now exploring the setting up of 
a family office.’ 

Chua illustrates how families don’t 
have to bear the responsibility of invest-
ment decisions themselves and can 
outsource some of these to one – or several – 
institutional investors. ‘There are some 
families who allocate their assets to multi-
ple private banks and let them compete in a 
“horse race”, and there are others who work 
closely with an outsourced chief investment 
officer [OCIO] and consolidate their assets 
with one global custodian.’ Under the  
OCIO model, a third party is appointed to 
manage all or a portion of a portfolio. This 
can be done as part of, or separate from, a 
global custody service, which provides safe-
keeping of assets. 

‘In the process of building the family 
office, we had many discussions about what 
we valued as a family. We realised that educa-
tion, healthcare and giving back are 
important values to us. The family office will 
support beneficiaries’ education up to the 
first degree and take care of their health 
through comprehensive insurance coverage. 
We have to make sure that the family office 
generates enough cashflow to cover all that.’

Doing collective good does not have 
to stop with the family, however. Chua finds 
that philanthropy can also be run through 
the family office. 

‘For us, giving back is a very strong 
and dear value that we want to preserve, as it 

was a value that was passed down from my 
late grandmother.’ Chua’s family estab-
lished a charitable foundation more than 
three years ago, in memory of Chua’s late 
grandmother, and they were open to sug-
gestions of where it should be directed. ‘We 
did extensive research on the charitable 
landscape to identify the different needs in 
Singapore. That took over a year, just to 
figure out what are some of the under-
funded causes that the foundation can 
support and to give the foundation a focus. 
Giving away money is not as easy as it seems: 
you have to make sure that it’s an impactful 
donation.’ Her family identified two areas 
in which they wanted to make an impact: 
elderly care and special needs. The idea was 
to empower organisations operating in 
these areas by providing them with seed 
funding for new projects. 

An added benefit for Chua is that such 
philanthropy brings her extended family 
together: ‘We make sure that the extended 
family is involved in the Chua Foundation, 
because it’s a good way to engage and keep 
the next generation together.’  

Weiling Chua is the CEO of One Hill Capital, a 
single family office affiliated to the Ho Bee Group. 
She drives the family’s overall strategic invest-
ment direction and operational plan. 
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‘The common theme 
is that money  

alone does not create 
change; people  

create change by 
investing in people’

The discussion began with some sobering 
figures about philanthropy. Global giving 
has reached USD1.5 trillion, which comes 
from 260,000 individual and family foun-
dations around the world. But the United 
Nations (UN) have predicted that govern-
ment cuts and caps in their aid budgets over 
the next ten years will create a funding gap 
of USD3.5 trillion, which the world will 
look to the private sector to make up.

Kate Roberts explained how Maverick 
Collective had started, and what its function 
was. ‘I had spent the previous 18 years work- 
ing for a global charity, and seen the huge  
gaps and the opportunities there were to 
invest in girls and women. Over dinner with 
Bill Gates, I asked him for advice on what to 
do, and he said two things: invest in the next 
generation of philanthropists, and invest in 
women philanthropists if you want to avoid 
leaving so much resource on the table.

‘He also said to engage his wife, which 
we did. HRH, The Crown Princess of Norway, 
Mette-Marit and I co-founded Maverick 
Collective in 2016, and Melinda Gates became 
our first co-chair. Our mission is to bring 
together the next generation of strategic phi-
lanthropists who will use their intellectual 
and financial resources to eliminate extreme 
poverty in our time.’ Its members are all 
women at the moment; they dedicate three 
years of their life to solving challenges faced 
by girls and women in developing countries, 
and they commit to investing a minimum of 
USD1 million. So far USD70 million has 
been mobilised to help 1,000,000 girls and 
women lead healthier lives.

‘First we attract bold women like 
Cristina from around the world – our 
youngest Maverick Collective member is 21, 
and our most experienced is 80. They make 
a commitment that they want to create 

change for the world around whatever their 
passion is. The common theme is that 
money alone does not create change; people 
create change by investing in people. When 
people have created or inherited wealth, 
they have a lot of other talents, and we like 
to leverage them.’

Cristina Ljungberg said she was also 
inspired by Bill Gates, who in a commence-
ment speech in 2007 asked these questions: 
‘Should our best minds be dedicated to our 
biggest problems? Should the world’s most 
privileged people worry about the lives of 
the world’s least privileged? Don’t let com-
plexity stop you. Be activists. Take on big 
inequities. It will be one of the greatest 
experiences of your life.’

He was right, she said, and she chose to 
dedicate herself to improving the lives of 
women and girls. ‘Menstrual health is my 
area of focus: it cuts across education, health, 
water, sanitation and gender equality, and 
we are not going to reach any of the UN’s 
Sustainable Development Goals without 
funding menstrual health – which no-one 
else does.’

‘Over the next two years, USD22 trillion 
will be passed into the hands of women.  
We founded Maverick Collective to solve the 
big problems of the UN’s Sustainable 
Development Goals, and there’s a USD3 tril-
lion gap to be filled if we are to achieve those 
goals. It’s our hope that we can do this much 
more efficiently by looking not just at funding 
but also at the talent to be found in the group 
of women who will be receiving that money.’

Philanthropy is evolving beyond the 
chequebook, and philanthropists now want 
to be much more connected to the work they 
fund. They want to invest in innovative solu-
tions with a high impact and are willing to 
take the risks governments can’t. ‘I can see a 
much more engaged and involved state of 
philanthropy in ten years from now, where 
philanthropists and field actors are on the 
same team, making decisions together.’  

Kate Roberts is the co-founder of Maverick Collec-
tive, a ground-breaking philanthropic initiative to 
end extreme poverty by investing in the health and 
rights of girls and women in the developing world. 

Cristina Ljungberg founded The Case for Her. The 
Foundation concentrates on education and health-
care for women and girls, mainly in East Africa and 
South East Asia. She is also a founding member of 
Maverick Collective.

How two remarkable women 
came to philanthropy
Kate Roberts, co-founder of Maverick Collective, and  
Cristina Ljungberg, a founding member, discussed the rewarding 
experience of engaging female philanthropists in solving challenges 
faced by women and girls in developing countries

Kate Roberts

Cristina Ljungberg
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Picture the scene: a family enjoying dinner at 
home. At the head of the table is the father, a 
successful entrepreneur with a well-recog-
nised business. Around him are his wife and 
children, who each have a role in the 
company. One daughter raises an issue about 
the business, proud at having resolved what 
she saw as a problem. Her father, instead of 
praising his daughter’s initiative, takes her 
to task and says he wants the situation 
reversed and the status quo maintained. The 
daughter is bewildered. Who’s right? Who 
owns the future of the company?

In this hypothetical example, the ‘father’ has 
created a company that is the pride of the 
family. He still feels that he’s in his prime 
and doesn’t have much more to prove. His 
business and his family are the most 

important things to him (in that order!). His 
dearest wish is for his children to take over, 
for his legacy to be perpetuated and for him 
to finally enjoy his life achievement through 
well-deserved retirement. For this vision to 
materialise he has prepared his children 
through the years and nurtured their entry 
into the family business. Having followed 
‘Daddy’s’ dearest wish, they’re now ready to 
take over the family business and bring it to 
the next level. They’re ready to receive recog-
nition for their own contribution, but 
they’re also seeking recognition from their 
father. Both sides may come to discover that 
their respective dreams do not always turn 
out as planned. 

Frustratingly, responsibilities are slow 
to be passed on. The ‘boss’ seems unwilling 
to initiate the transition to the next 

‘Father, mentor or boss?’
There’s often tension in family businesses between the entrepreneurial 
founders, now enjoying the fruits of their success, and the next 
generation, impatient to make their mark. Grégoire Imfeld suggests 
ways to ensure family harmony

generation. The dream is stalling. Elsewhere, 
the children’s friends in non-family busi-
nesses seem to be enjoying glorious careers. 
Few choices seem available to the children. 
They’ve grown to become dependent on 
their ‘father’s’ will and are trapped. What’s 
more, our successful businessman may feel 
that his children don’t have the entrepre-
neurial spirit and pedigree he’d wished for: 
those very same skills that he possesses and 
that drove him to such achievements. 
They’re not like him, self-made individuals: 
they were brought up in overly comfortable 
surroundings, and the business environ-
ment today is not what it was. 

Such frustrations on the part of both 
founder and next generation arise in the 
lifecycle of family-run businesses. If nothing 
has been planned, timing becomes of the 
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‘Ultimately, though, successful 
transitions are usually the 
result of compromises’

essence as consequences for families can be 
costly. Appreciating and managing to inte-
grate the different points of view are the  
key to finding a harmonious and sustaina-
ble solution.

Patriarchs often forget the risks they 
took as young entrepreneurs; and with time 
and the wisdom they’ve acquired, they seem 
less keen to let their next generation explore 
and have their own experiences. 

Time is a subjective notion and can also be a 
source of tension. Parents realise that 
wisdom is important and life is long. They 
therefore take the longer view, knowing that 
numerous steps are essential for acquiring 
the experience required. In contrast, the 
rising generation see the fast-changing envi-
ronment and fear missed opportunities. Too 
often protected ‘for their own good’, this 
generation needs to be exposed to different 
experiences, sometimes even failure, which 

will contribute to their future wisdom. 
Experience helps them identify what they’re 
good at and less good at. With a little luck, 
they may even discover where their passion 
lies, the key metric for personal fulfilment. 

Values are also evolving; so much so 
that the notion of achievement is itself shift-
ing. Today, some of the wealthy young 
would rather travel to the North Pole than 
have the latest expensive car. Status is expe-
rience, not a materialistic mindset. 

Clearly, a successful future can be 
created by combining the energy of youth 
with the entrepreneur’s wisdom. To achieve 
this and to do it in a timely manner, the 
‘boss’ should consider steering his responsi-
bility to that of a ‘mentor’, leaving the path 
open for the next generation to take over, 
with guidance. While exercising control has 
contributed significantly to the business’s 
success, it may also jeopardise the handover. 
Legacy is not about enforcing detailed rules 
over generations. 

The environment and innovation 
evolve exponentially, and both are unpre- 
dictable. Inviting the rising generation to 
understand the expectations placed on  
them as well as their responsibilities will 

contribute to the success of the handover. 
Embracing the views of the future owners 
will be the only way for the current owners to 
know what might really happen with the 
business in the future. The integration of 
energy, experience, knowledge, network, 
wisdom and trust is key to success. 

Ultimately, though, successful transi-
tions are usually the result of compromises. 
And to that end, what is required is proper 
governance, nurtured communality and 
aligned objectives. Some principles need to 
be established and agreed upon. Thus, by 
creating a platform that aligns family vision, 
values and objectives at an early stage, every-
one’s expectations will be clarified, and 
business success, and family happiness are 
likely to be more assured.

Return to the dinner table, the daughter 
points out that her father’s advice had been heard 
and understood, but that the next time this  
conversation should be held at work and that she 
would truly appreciate if ‘dad could pass the 
pepper... please!’  

Grégoire Imfeld is Head of Family Office Services, 
Pictet Wealth Management

‘Today, some of the wealthy 
young would rather travel  
to the North Pole than have  
the latest expensive car. 
Status is experience, not a 
materialistic mindset’

Many wealthy families fear the ‘silver-spoon phenomenon’  
– spoilt children, living off their parents, with no ambition.  
How can this be prevented?, asks Grégoire Imfeld

While many would argue that the burden of wealth succession is a 
good problem to have, it is still a problem. Families are generally 
concerned about when they should inform the next generation 
about their wealth.

In addition to timing, two other factors play a considerable role: 
education and communication. 

Education comes from family values. Regrettably, few families 
seek to identify their values. For those who have taken the time  
to name them, they find that it offers a valuable compass for all 
the family, for example when children face challenges and need  
to find guidance. 

Communication is one vehicle for passing on values. Ensuring  
that the process is carried out in an appropriate manner – 
sometimes in the case of larger families through efficient 
governance – ensures clear understanding and often prevents 
potential costly misunderstandings. 

In our discussions with families, most argue that there is no  
‘right’ time. What they all agree on, though, is the importance  
of how one raises one’s children. However, to communicate and 
educate the next generation, taking the time becomes the true 
challenge. The more time the parents spend with their children, 
the more likely it is that their values will be passed on, which as  
a result reduces the fear of the ‘silver-spoon phenomenon’.

Say nothing – the children will  
find out when they inherit

Speak about it progressively  
– timing the discussion

Event-driven – for example,  
at the sale of the business

From the start – open the  
discussion from an early age

W H E N  I S  I T  T H E  R I G H T  T I M E  T O  I N F O R M  T H E  N E X T  G E N E R AT I O N  A B O U T  T H E  FA M I LY ’ S  W E A LT H ?

Four options are available: 

1 2

3 4
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THE US ECONOMY, GLOBAL 
DEBT AND INNOVATION
Dr Pippa Malmgren, American policy analyst and 
robotics manufacturer, describes geopolitical, economic, 
financial and technological developments which  
are game-changers for investors

A changing landscape
The landscape of geopolitics and technol-
ogy is changing rapidly. Mexico is the new 
China. Why? Because Chinese wages have 
gone up fivefold in the last three years. The 
Mexican peso has weakened too during this 
time. It is no longer competitive to manu-
facture in China since Mexican wages are 
now 20 to 40 per cent lower and their 
quality control is at US levels. The Chinese 
are well aware of this and are investing in 
Mexico on a massive scale – building infra-
structure and taking stakes in various 
industries there.

Lagos is the new Bangalore, because 
the software coders in Bangalore are now 
more expensive than those in Silicon Valley 
and there’s young coding talent in Nigeria. 
Wisconsin is the new Shenzhen because 
Foxconn, the second largest employer in 
China with 1.2 million employees, has just 
built a production facility there. When you 
start making iPhones in Wisconsin rather 
than Shenzhen, something very big  
has happened.

Austin, Texas is the new Silicon 
Valley, partly because California is so broke 
and becoming more aggressive about taxes. 
In fact Flyover America, the US between the 
East and West Coasts, is where most of the 
country’s gross domestic product (GDP) is 
being generated — and it also chooses the 
President. Investors need to spend more 
time in the middle of the US.

The rise of inflation and its implications
The next thing investors need to know is 
that inflation is picking up, and, in addi-
tion, defence spending is rising 
substantially almost everywhere — in some 
places breaking Cold War records. That is 

why the Chinese are pursuing their One 
Belt, One Road initiative, building enor-
mous infrastructure internationally to 
create supply chains that will bring food, 
energy and raw materials back to China. 
This is good commercial policy but it’s good 
defence policy for China as well. The BRI 
(Belt and Road Initiative) is also about creat-
ing global Chinese brands. China’s leaders 
know they have to raise national incomes by 
shifting from cheap toys to expensive man-
ufactured goods like bullet trains.

The BRI is much bigger than people 
realise. One leg of the BRI is called ‘One 
Circle’. It is the Arctic pathway from Eastern 
China to Rotterdam via the Arctic. This has 
implications for Russia because China’s ice-
breakers are fast and now reaching into a 
region that is rich with resources, which 
Russia thought it controlled. While China 
spends on transportation and digital infra-
structure, Russia spends a lot more on 
old-fashioned defence, building up military 
infrastructure and practising live missile 
firings over the Baltic. It is also trying to 
establish a permanent naval presence in the 
Eastern Mediterranean where massive new 
gas fields have been discovered.

Rising inflation motivates both 
Russia and China. Both are very vulnerable 
to rising food and other input prices. 
Inflation is also a cause of increasing pop-
ulism in the West. A small amount of 
inflation has a big impact on the poor. We 
can expect more populism everywhere as 
rents, asset prices and costs keep rising. 

Another contributing factor to pop-
ulism is debt, which creates austerity and 
leads governments to break promises – 
raising retirement ages well beyond 65, for 
example. That leads voters to ask why their 

‘The fear that we’re  
all going to be 

replaced by robots 
definitely  

fuels populism’
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ONE BELT, ONE ROAD
politicians are still in charge if they can’t pay 
for the things that are important to them. 
This leads policymakers to raise interest 
rates more slowly and to spend more. All this 
ironically only drives up inflation even more.

People are also scared about the surge 
in the use of robotics. I know a lot about this 
because my company manufactures com-
mercial drones which we designed from 
scratch and build ourselves. I can see how 
many industries will become ever more effi-
cient as a result of using them. My view is 
that we’ve had 160 years of continuous auto-
mation and ever more robotics, and the end 
result is record levels of employment in vir-
tually every part of the world. But the fear 
that we’re all going to be replaced by robots 
definitely fuels populism.

How does super-computing  
serve governments?
Another global trend is growing investment 
in super-computing, which allows govern-
ments and businesses to engage in much 
greater surveillance of its citizens. Everything 
broadcasts now – your kitchen kettle, your 
vacuum cleaner, your phone – everything. 
Artificial intelligence (AI) connects the dots 
between all these seemingly separate silos 
of data. New technology goes even further. 
A Chinese company has become the most 
valuable start-up in the world by raising 
USD4 billion. It has software that can scan a 
crowd of 10,000 people, identify each indi-
vidual and determine their exact emotional 
state – incredible if you’re trying to sell 
them stuff. They recently arrested a guy in a 
crowd of 60,000 at a rock concert by using 
such technology. But you need a huge 
amount of computational power if you are 
going to collect this kind of data in such 
volumes. So, the new space race is for com-
putational power. 

The new US super-computer is called 
Summit. It is so valuable that it is housed in 
a top secret nuclear facility. Summit can do 
200 million billion calculations per second. 
It can do a calculation in one second that 
would take a human 6.3b years to compute. 
China is building a facility in Anhui 

province, which is expected to have one 
million times the computational capacity of 
the entire planet today when it’s finished in 
three years’ time. Russia is building a mili-
tary cloud for its data. So, if everybody else’s 
internet connections fail, they are still oper-
ational. This is a new arms race. This is one 
reason President Putin says AI, and all the 
computational power it requires, is the new 
frontier of geopolitics.

The place of cryptocurrency and 
blockchain in this landscape
If you have a debt problem which is so big you 
can’t pay it off, or a debt so big that it’s fuel-
ling populism, you have a few options. The 
leaders can say ‘we’ll never pay you back’. 
They can say ‘we’ll pay you back later or less.’ 
They can break promises made to the citizens 
and move the retirement age from 65 to say 
75. They can inflate. But, if none of that works 
there is one further, rather shocking, option. 
You can destroy the entire system of money 
and accounting and introduce a new one. 
This is easily possible now with electronic 
money in conjunction with blockchain and 
cryptocurrencies. Governments can kill the 
whole black and shadow economy simply by 
adopting these new technologies. That is 
what we’re about to do: a shocking idea, but it 
has happened before.

The British did it in 1834: they had 
used an accounting system called tally sticks 
at that time, which worked beautifully for a 
thousand years until they had a huge debt 
problem and couldn’t figure out how to pay 
it off. The sticks were a record of every pur-
chase or sale or loan or tax payment a person 
had made in their life. So, people were 

reluctant to give up their tally sticks when 
government introduced a new technology 
called ‘paper money’. To overcome public 
resistance, they confiscated the tally sticks 
and, in 1834, burnt them. But paper money 
came into widespread use. 

Now we will shift to an entirely new 
system of money, as governments introduce 
cryptocurrencies of their own and increas-
ingly regulate those that others have issued. 
With E-money and blockchain, every trans-
action will be visible to governments: we 
won’t have a black economy, and govern-
ments will know what assets you own. Now 
such assets will be increasingly taxable. 

But on a positive note, the end result 
of destroying the tally sticks and introduc-
ing paper money in 1834 was the Industrial 
Revolution – the fastest period of growth in 
modern history, and I would argue that is 
exactly what will happen now. It does not 
have to end badly. But it will touch every-
body’s lives and every investor’s portfolios.

As investors, you will have to deal 
with that, but the worst thing would be to 
become so afraid that you miss the extraor-
dinary industrial revolution we’re entering 
– and if you miss that you also miss the fact 
that geopolitics is being driven by exactly 
the same phenomena.  

Dr Pippa Malmgren is a former US presiden-
tial adviser and prominent public speaker who 
co-founded H Robotics, which makes modular, 
AI-led, commercial-use drones for a wide range of 
industries. She founded the DRPM Group, which 
advises institutional winvestors worldwide.

‘Artificial Intelligence, and all 
the computational power 
it requires, is the new frontier 
of geopolitics’
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MAJOR EMERGING MARKETS CURRENCIES AGAINST THE USD SINCE THE BEGINNING OF THE YEAR

MARKET PERSPECTIVES: ADAPTING 
TO A CHANGING ENVIRONMENT
César Pérez Ruiz, Head of Investments and Chief Investment Officer at  
Pictet Wealth Management, says that markets are grappling with opposing  
forces and that this environment will open up new opportunities for  
investors who are truly active

We are living in an age of contradiction in 
markets. There is contradiction between 
investor perceptions and the messages com-
municated by markets. The index of 
political uncertainties is rising, yet the 
equity volatility is at subdued levels. US 
equities have reached new highs, at the 
same time as the rush to buy protection 
through put options suggests investors are 
not convinced about the future. Mentions of 
trade wars and the rise of protectionism in 
corporate reporting have shot up, yet 
deal-making continues apace, as evidenced 
by the strength of mergers and acquisitions. 
Against this backdrop of contradiction, the 
consistent theme is uncertainty. Uncer- 
tainty about the future, to be precise. That 
the shared picture of tomorrow is hazy 
means that who the owner of that tomorrow 
will be remains up for grabs. 

Under President Trump, the US is no longer 
interested in a position of world leadership. 
Rather, the agenda has been America First, 
starting with the roll-out of corporate 

investment- and consumption-boosting tax 
cuts at the beginning of the year. The positive 
impact on American companies is evident, 
with US equities driven higher. 

We have focused on investing in US 
companies that are strong in the domestic 
market (i.e. small-cap companies), rather than 
those with heavier international market 
exposure (i.e. large-cap companies). For the 
first time in years, US equities have continued 
to notch strong gains at a time when emerg-
ing market equities have suffered. 

Also driven by America First, trade is 
the elephant in the room. Trump is doing 
what King Solomon did: taking the baby and 
threatening to cut it in half – he’s waiting for 
people to react and change. We think there 
will be a solution for the trade conflict, which 
will allow Trump to say he has won and 
China say it has not lost. But it will take some 
time, because Trump really needs to win the 
mid-term elections this year, and the trade 
war is increasing his popularity.

In the meantime, uncertainty rules 
the day. At the end of last year, the return of 

‘Technology used  
to disrupt itself, 

but now it disrupts 
everything’
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volatility was the biggest trend Pictet iden-
tified for 2018. Indeed, volatility has since 
returned to markets, particularly in emerg-
ing economies. In this environment, the key 
is to take the opportunity to trade volatility 
tactically – when volatility is low we buy it, 
and when it is high we sell it. We continue to 
see complacency in some pockets of the 
market and monitor for opportunities to 
take advantage of these conditions, particu-
larly in emerging markets, in order to trade 
tactically in our asset class portfolios.

Emerging markets have hit some 
stumbling blocks indeed. Rising US interest 
rates and a strong dollar have reignited 
market fears about the fundamentals of 
some weak emerging markets. Large 
current account deficits and short-term 
dollar refinancing requirements have 
become key elements in the spread widen-
ing between yields on US and emerging 
market debt. Under Trump, the US no 
longer sees itself as the world’s central bank, 
so the Fed will continue to raise interest 
rates independent of the rest of the world, 
until it affects US growth.

As the emerging markets’ paths continue to 
diverge, we see potential for winners and 
losers there. Although the emerging market 
debt problems are less significant than in pre-
vious cycles in general, Turkey’s political 
situation is an obvious source of concern. 
With upcoming elections in Brazil, we have 
been cautious there too. Middle East turbu-
lence is pushing up the oil price, but it is not 
yet a threat to US consumption. While Trump 
seeks a better deal with Iran, we are on the 
lookout for two possible developments that 
would make us more cautious. One is that 
Trump starts talking about regime change, 
and the other is that radicals in Iran push for a 
withdrawal from the nuclear non-prolifera-
tion agreement. If either materialises, there 
will be much more volatility in the region and 
global markets, but at the moment we do not 
see that happening.

In technology, we are keen on innova-
tion and US tech stocks are back to the 2000 
peak. Technology used to disrupt itself, but 
now it disrupts everything. We are in a 
world of ‘winner takes all’, and you need to 
be early, which is why we invest in private 

markets too. The world’s 200 unicorns are 
mainly in the US and China – Europe has 
few, which will make it less competitive in 
future. In this time of much uncertainty and 
contradiction in markets, while the ‘where’ 
of who owns the future may still be up for the 
taking, it is clear to us that the world’s future 
lies in the hands of the innovators. And after 
years of being propped up by the ultra-loose 
monetary policy of central banks around the 
world, markets will return to being funda-
mentals-driven, and active managers will 
once again be key to identifying the long-
term winners of the future.  

César Pérez Ruiz joined Pictet in March 2016 
as Chief Investment Officer. He has more than  
25 years of experience running investment strate-
gies in both wealth and asset management, having 
most recently served as Global Head of Investment 
Strategy at JP Morgan Private Bank.
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WHAT TO WATCH OUT 
FOR IN LATIN AMERICA

Latin America has done an extremely good 
job of weathering the global financial crisis 
over the last ten years. We have gone through 
a tremendous drop in commodity prices, 
which is usually a big problem for the region, 
but we have weathered it pretty well. And the 
populist cycle in most of the countries in the 
region appears to be waning.

Now Latin America needs to sail through an 
important Fed tightening, the monetary 
response to probably the greatest global 
imbalance in the economic world—the wid-
ening US fiscal deficit. Trump is no 
economist, and it’s the worst time in the eco-
nomic cycle to cut taxes and increase 
spending when the economy is at full 
employment. The Fed is planning for steady 
rises of a quarter point per quarter and, since 
the market is unwilling to price them in, 
there will be a surprise in the form of high-
er-than-expected interest rates needed to 
rein in inflation. These brewing monetary 
imbalances point to a US recession in 2021.

This will have consequences for Latin 
America’s sore point: its external balance. 
Despite some significant progress made on 
the fiscal front, there has been a deterioration 
on the current account – especially in 
Argentina. Latin America is a region that 
needs to import stuff from the rest of the 
world because we need it to grow. But we 
have not made enough progress in produc-
tivity to be big exporters, which makes Latin 
America more vulnerable than other regions.

Implementing structural reforms is a 
challenge in 2018 as the region is in the 
midst of a busy electoral calendar.

In 2010, pretty much the whole region 
was trying the populist approach, but in the 
last few years, most of the populist govern-
ments have been pushed aside.

We have had presidential elections so 
far in 2018 in Costa Rica, Paraguay, 
Venezuela, Colombia and Mexico, and we 

have very important elections in Brazil in 
October. Many people are worried about 
AMLO (Andrés Manuel López Obrador), the 
newly elected president in Mexico. But 
when visiting Mexico before the elections,  
I sat down with the economic teams of the 
three main presidential candidates and was 
most impressed with AMLO’s. 

Nobody knows what is going to 
happen politically in Brazil, though. Lula  
is leading the polls, but he’s in jail and can’t 
run. The rest are completely split, but most 
of the homework on the economic front has 
been done. Brazil went through a very steep 
recession, so the upside there is very nice 
as soon as you get some stability on the 
political front.

With the exception of Venezuela, the 
changes of leadership in every other 
country have been in the right direction. 
But this is a very bumpy road, and given 
that Latin America is lagging behind on 
productivity, there are some challenges 
ahead. But once the dust settles, I do not 
expect to see a return of more populism.

Another reason for optimism is the 
exposure of corruption scandals across  
the region. It creates a lot of uncertainty, of 
course, when the political environment is 

Alfonso Prat-Gay, Argentina’s former Finance Minister, said prospects 
for the region are promising, but productivity must improve and 
much-needed structural reforms may be delayed by weak governments

tainted by corruption issues and scandals. 
However, once you get that out of the system, 
we have sounder macroeconomic policy than 
at any time before and, with the exception of 
the external balance, everything is fine. With 
central bank independence, floating 
exchange rates and fiscal discipline, Latin 
America has come a long way.

But growth potential is lagging 
behind and there are weak governments 
just at a time when structural reforms are 
most needed. So, there will be a tug of war in 
Latin America for the next 20 years. From an 
investment perspective, this is a region 
where the potential returns are probably 
higher than anywhere else. So are the risks, 
of course. But then there is no such thing as 
a free lunch.  

Alfonso Prat-Gay is an Argentinian economist and 
politician. He was his country’s Finance Minister 
between 2015 and 2016, and had previously served 
as President of the Central Bank of Argentina 
between 2002 and 2004. He was elected as a Lower 
House representative for the City of Buenos Aires 
in 2009 and was one of the main voices of the oppo-
sition in Congress on economic issues during Cris-
tina Kirchner´s second term.
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EUROPE: BANKING ON  
A STRONGER UNION 
Frederik Ducrozet, Senior Europe Economist at Pictet Wealth 
Management, remains optimistic about long-term prospects for  
the continent, but foresees further delays in much-needed moves  
to complete the European Monetary Union

Europe is full of paradoxes. It is easy to be 
negative on the EU and euro area institu-
tions, yet much has been achieved over the 
past few years and economic conditions con-
tinue to improve. Some expected Europe to 
be engulfed by Brexit and populism, yet 
support for the EU has never been stronger. 

True, challenges and risks abound. But at 
Pictet, we believe the euro will not only 
survive, but even thrive, given how much 
political and financial capital has been 
invested in it. 

Over the past decade, the euro crisis 
followed the US crisis, resulting in a huge 
increase in financial stress. It took several 
years for the European Central Bank 
President Mario Draghi’s pledge to do 
‘whatever it takes’ to translate into financial 
defragmentation and an economic recovery. 
In the meantime, the economy was hit by a 
disinflation shock and a double-dip reces-
sion. The real respite came in 2017 with the 
so-called ‘Euroboom’, only to be swiftly 
reversed this year.

From a cyclical perspective, the euro area is 
still enjoying a protracted, broad-based 
expansion, even if at a slower pace than last 
year. Business confidence could deteriorate 
further if global trade tensions intensify 
but, barring any accident, we expect the 
economy to continue to expand at a decent 
pace of around 2 per cent, above trend 
growth, and enough to drive unemploy-
ment lower.

To be sure, the recovery has been sub-opti-
mal in several countries, most evidently in 
Italy, where the general perception is that 
the euro is at fault. But this is not correct: 
Italy has structural problems which predate 
the euro – including low productivity and 
lack of reform – and has been a net benefi-
ciary of the euro area policy-mix. Still, 
stagnation and inadequate income distri-
bution have created perfect conditions for 
the rise of populism. 

What is more worrying is that Europe 
lacks the tools to engineer a more sustaina-
ble economy. The process of completing the 
European Monetary Union (EMU) is at a 
critical point: there has been little (if any) 
progress in recent years in taking the neces-
sary steps to correct the imbalances and 
weaknesses. Much has been achieved in 
terms of financial integration, moving 
towards a banking union and a capital 
market union, but much more is needed on 
fiscal, economic and political integration.

‘We believe the euro will not 
only survive, but even thrive, 
given how much political 
and financial capital has been 
invested in it’

Earlier this year, our hope was that a 
window of opportunity had opened for 
further progress, but political incentives 
remain misaligned in Germany and in Italy 
over immigration and EU policy. And next 
year’s elections for the European Parliament 
could close this window.

Completing the EMU requires a 
trade-off between responsibility (risk-re-
duction) and solidarity (risk-sharing). The 
monetary union is sub-optimal and a com-
promise is needed to make the situation 
more manageable. The risk is that by the 
time the conditions are met, the next reces-
sion hits and emergency stimulus measures 
are required. In the end, policymaking in 
the euro area might return to crisis manage-
ment style, where the only things that get 
done are those that cannot be avoided as 
last-resort measures.  

Frederik Ducrozet is a Senior Economist at Pictet 
Wealth Management, working in the Asset Alloca-
tion & Macro Research Department. He covers 
macroeconomic developments for all European 
countries, assesses economic trends and produces 
forecasts, including the outlook for fiscal policy 
and the European Central Bank’s monetary policy.

EURO AREA: TRADE-OFF BETWEEN  
RISK-REDUCTION (RESPONSIBILITY)  
AND RISK-SHARING (SOLIDARITY) 
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‘The US business 
cycle can still, and 

probably will, show 
some late-cycle vigour 

going forward’

CYCLICAL AND STRUCTURAL 
ISSUES IN AMERICA
Thomas Costerg, Senior Economist at Pictet Wealth Management, 
believes that the US expansion can extend further despite its already 
protracted duration, but deteriorating federal debt metrics still  
warrant monitoring

The US expansion, which started in mid-
2009, has had a strong run in terms of 
duration, although not necessarily in terms 
of growth. Gross domestic product (GDP) 
has grown at a mere 2.3% p.a. on average 
since the start of the expansion, a slower 
pace than the 2.9% seen during the 2001-
2007 expansion, and slower still than the 
3.6% posted between 1991 and 2001. A widely 
blamed culprit is the sluggish pace of pro-
ductivity growth since the financial crisis: 
only 1.3% p.a. on average, compared with 
2.7% p.a. between 2001 and 2007. 

These developments have led to a myriad of 
consequences, not least on recent US poli-
tics. But perhaps the most tangible impact is 
on monetary policy. The Fed has deliber-
ately chosen to raise rates at a glacial pace 
despite a strengthening US labour market, 
while signalling that it may terminate rate 
raises soon and at a much lower level than in 
previous interest rate cycles. In fact, we 
believe that the Fed will stop when its main 
benchmark rate is in the vicinity of 3%.

The US business cycle can still, and 
probably will, show some late-cycle vigour. 
We see two particular sources of strength that 
could even eclipse the potential effects of 
growing trade tensions. The first is the 
ongoing shale oil boom. The second, perhaps 
less well known, is the ongoing software 
upgrade boom, which we believe has further 
running room. Companies across the country 
have recognised the urgency of adapting 
their IT systems– an urgency amplified by the 
threat posed by the tech giants’ mounting 
dominance. Spending on information pro-
cessing equipment and software now 
represents 5% of US GDP, compared with  
3% ten years ago. The category grew a solid 
10.2% in the first half of the year, well above 
real GDP growth of 2.7%.

A source of concern lies in the US federal 
deficit and debt metrics. The deficit rose to 
3.7% of GDP in June 2018, when in theory it 
should be at 0% based on its historical rela-
tionship with the unemployment rate. The 
deficit has disappeared from politicians’ 
radar screen, including even those in the 
Republican party who had previously con-
sidered zero deficit a cardinal virtue. 

Perhaps the most problematic is that 
Washington DC is becoming ever more 
structurally dysfunctional. That Congress 
still cannot pass an annual budget on time, 
even with the same party controlling all 
branches of government, is particularly 
worrying. One should also question 
whether the filibuster rule (60% majority in 
Senate) is suitable for the modern era of 
hyper-partisanship. Trump’s tax cuts were 
passed strictly along party lines in Congress 
– using arcane tactics to avoid the filibuster 
rule – in stark contrast to Reagan’s cuts in 
the 1980s. High political tension, and 
hyper-politicisation of nominations to the 
bureaucracy, ranging from Supreme Court 
judges to Federal Reserve Board seats are 
further indications of fundamental prob-
lems with Washington DC policymaking. 
The concern is that the debt question, and 
potentially also the response to the next 
recession, will necessitate a much more 
agile and pacified Washington DC, but the 
signals so far are not good, and the 
November midterm elections look unlikely 
to make matters better.  

Thomas Costerg is a Senior Economist at  
Pictet Wealth Management, based in Geneva. 
He was previously based in New York and before 
that in London, working for an international  
commercial bank.



 16 FAMILIES & MULTI-GENERATIONAL WEALTH   |  AUTUMN 2018

CHINA’S PATH AHEAD 
Dong Chen, Senior Asia Economist at Pictet Wealth Management,  
said that China could become the world’s largest economy in  
10 to 15 years as it moves up the global value chain with its ambitions  
in technology and artificial intelligence

Accounting for over 60 per cent of emerging 
Asia gross domestic product (GDP) and 
sitting at the centre of the global manufac-
turing supply chain, China bears singular 
importance to one attempting to understand 
the future of Asia. Its economy is going 
through some major changes with several 
trends worth highlighting.

First, we expect China’s growth to continue 
to moderate, from about 6–7 per cent now to 
4.5 per cent by the end of the next decade, 
mainly due to the slowdown in fixed-capital 
formation. But even at this lower rate, China 
could become the world’s largest economy in 
15 years, if the average annual growth rate in 
the US stays at 2.5 per cent.

In the meantime, the structure of the 
Chinese economy is going through some 
major transformations as the service sector 
becomes an increasingly important driver of 
growth. China’s transition to consump-
tion-driven growth is also well underway. 
After declining for over four decades, house-
hold consumption as a share of Chinese GDP 
has been rising since 2010. We expect it to 
stay on a steady upward trend, as a result of 
China’s shifting demographics.

We also think that the Chinese 
economy is moving up the global value 
chain fairly quickly. China unveiled its 
ambitions for technology, in which it 
devotes increasing resources. According to 
the Global Innovation Index, China is 
already rated as an innovation leader and is 
definitely an outperformer relative to its 
per-capita income level.

We expect this trend to continue with 
the support of government programmes 
such as Made in China 2025, launched in 2016 
as part of a long-term objective of pushing 

China up the manufacturing value chain. 
China also has the Artificial Intelligence 2030 
initiative, issued in August 2017, which 
revealed an ambitious agenda for China to 
become a ‘premier global AI innovation 
centre’ by 2030.

However, China’s path ahead is not 
without challenges. Internally, China’s 
rising debt burden, now at around 270 per 
cent of GDP, is a long-term concern. Half of 
this debt is with the non-financial corporate 
sector, one of the highest in the world. 
Fortunately, the Chinese government has 
started to address this through an ongoing 
deleveraging campaign. The effectiveness 
of these efforts should be closely monitored, 
together with any financial risks that arise  
along the way.

On the external front, a major chal-
lenge is its strategic competition with the US. 
The ongoing trade tensions reflect just one 
aspect of this competition, which we think 
could persist for a long time. And as China 
tries to climb up the global value chain, the 
competition between the US and China for 
technology supremacy is likely to intensify. 
Furthermore, this conflict could extend to a 
geopolitical front as well, particularly in the 
Asia-Pacific region. Potential hot-spots in- 
clude the South China Sea, Taiwan and the 
One Belt, One Road programme.  

Dong Chen is the Senior Asia Economist at Pictet 
Wealth Management, responsible for researching 
the macroeconomic outlook and government poli-
cies of the Asia-Pacific region. Before joining the 
financial industry, he was Assistant Professor at 
Peking University, where he taught Advanced 
Econometrics and Chinese Economy.

Growth in real Chinese GDP Pictet 
projection
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We should stop seeing Artificial Intelligence 
as a religious element that could dramatically 
change our lives, for better or for worse. It’s a 
tool. It’s a technology. We should not preach 
that AI will be our salvation; and nor should 
we scare people with images of the gates of 
hell opening or of Pandora’s box, filling the 
world with all manner of ills and evils.

That’s one of the reasons I want to move away 
from using the term ‘Artificial Intelligence’, 
which sounds alien and threatening. AI is an 
amplifier, enhancing our powers of analysis 
in much the same way the steam engine 
made us stronger and the internal combus-
tion engine made us faster. It’s not a 
harbinger of utopia or dystopia. 

‘Augmented Intelligence’ is more 
precise because it’s about co-operation. It’s 
about collaboration between human and 
machines. AI is here to help us, not replace us. 

Of course AI – like every break-
through technology in history – is going to 
remove some of the jobs that are done by 
humans. We shouldn’t be callous about it; 
we should be prepared for it. 

There’s nothing wrong with being 
honest about the fact that progress always 
means disruption and change. There will be 
new jobs and entirely new industries. My 

Artifical intelligence requires  
an intelligent mindset

Garry Kasparov says Artificial Intelligence will destroy  
some jobs but also provide us with greater opportunities  

to be creative and express our humanity

concern is not that AI is moving too fast into 
industry and business; my concern is that it 
is moving too slowly. 

We only protract the agony by trying 
to preserve a status quo that is going to die 
anyway. And by doing so, we are postponing 
the moment where AI will create dynamic 
new industries. That in turn will create 
more financial resources, more wealth, to 
support the people most at risk of being left 
behind. AI tools in training and education 
will help level the playing field, much as 
online classes have brought elite research 
and teaching to the entire globe.

There have been many moments in 
history where people said ‘That’s the end of 
the human world. We have machines. The 
world as we know it is going to collapse.’ In 
America at the end of the 19th century, 
something like 60 percent of people were 
involved in agriculture. Now it’s 2 percent. 
Would anyone like to go back?

If we look at the manufacturing jobs 
that have been lost to automation through-
out the 20th century, again it’s natural. When 
it comes to tech disruption, what is shocking 
at the time always looks inevitable and posi-
tive in the long view. The difference today is 
that AI is for the first time threatening what 
we believe is sacred and uniquely human – 
the intellectual jobs, the white-collar jobs. 
The people who are alarmed now are not 
farmhands or low-skilled workers on an 
assembly line. The ones who are concerned 
now have college degrees, political interest 
groups, and Twitter accounts! In 2016 
McKenzie presented statistics showing that 
only 4 per cent of human performance in the 
US jobs market required real creativity. 

And that’s good news! We shouldn’t 
want to do those jobs any more than we 

want to go back to work in the fields or 
assembly lines, mindless tasks we happily 
hand to the wonderful robots we’ve created. 
We still have unlimited opportunities to 
become more human by continuing to auto-
mate the tasks that are technical, that are 
routine. These roles can be conducted much 
more effectively by machines and we can 
unleash our creativity. Again, I don’t want  
to sound heartless; as people will most proba-
bly experience real problems. But that’s 
always what happens in the market, and 
much greater problems will come if disrup-
tive innovation slows to a halt.

New industries are emerging, old 
industries are dying, and we must find the 
best algorithms to combine human intui-
tion and creativity with machine calculation 
and objectivity.

Opportunities will always supersede 
the negatives, providing we don’t panic. We 
must keep a clear head and acknowledge 
that real risk is required for real progress. 
Machine intelligence is human intelligence, 
built by our hands and minds for our 
benefit. Our challenge is to be ambitious 
enough in our creativity to get the most 
from these phenomenal new tools. Only 
humans can dream, so let’s dream big.

Garry Kasparov is regarded as the greatest chess-
player in history, spending 20 years as the world’s 
top-rated player. His matches against the supercom-
puter Deep Blue put AI into the global consciousness. 
He’s the author of Deep Thinking: Where Machine 
Intelligence Ends and Human Creativity Begins.
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Technology is not the only force that shapes 
the future, but it is an important one and it 
interacts with social, economic and politi-
cal forces. So, in trying to figure out what 
the future looks like and identify technol-
ogies that might have significant impact, 
it helps to look in three places: the present, 
the past and the future.

Starting with the present, the science-fic-
tion writer William Gibson once said that 
the future is already here, it’s just not 
evenly distributed. The classic example 
is mobile phones in Japan, where I went 
in 2000 to see the first 3G handsets. They 
had colour screens, could download apps, 
direct you around Tokyo with maps, and 
were connected to the internet all day. The 
future had already arrived in Japan before 
it had arrived elsewhere.

Emerging technologies of the  
near and medium future
Tom Standage, Deputy Editor of The Economist, says that  
the best way to identify significant emerging technologies is  

to study the innovations of the present, historical examples from  
the past and science-fiction visions of the future

Today, if you want to see what autonomous 
cars look like, go to Phoenix, Arizona, 
where they are already operating. If you 
want to see drones delivering things to 
consumers, go to Jiangsu province where 
China’s second largest online retailer has 
built a large drone-distribution network. 
Sometimes these ‘edge cases’ are in unex-
pected places. Mobile money came to 
sub-Saharan Africa before anywhere else 
in the world: you could pay for a taxi in 
Nairobi using your phone ten years ago, 
when you couldn’t do it in New York.

The second place to look is in the past. 
The telegraph cable network was the Victo-
rian internet: everything that happened 
on the internet over the last 25 years, the  
Victorians did about 150 years ago. They had 
chat rooms, cyber-crime, online romances 
and worries about information overload. 
The Romans had the first social media 
system, used by people like Cicero and 
Caesar. Technologies come and go, but they 
push the same old buttons in our stone-age 
brains. Looking at those past examples can 
help us understand the future.

The third place is the future – the imag-
ined futures of science fiction. Captain Kirk 
from ‘Star Trek’ had what looked a lot like a 
Motorola flip phone. Amazon’s voice assis-
tant, Alexa, works the way it does because 

Jeff Bezos watched ‘Star Trek’ as a boy. Sci-fi 
can inspire innovators to build technologies 
that do not yet exist. Sci-fi authors can help 
us think about technology’s possibilities and 
pitfalls by taking things that we’re worried 
about today to their logical conclusion.

Iain M. Banks, for example, presents a 
rather benign view of artificial intelligence 
(AI) in his books, imagining how things 
would look if AI was good – and Elon Musk 
is a big Iain Banks fan. Charles Stross’s 
book Neptune’s Brood is really about an 
interstellar bitcoin. Oh, and it’s also about 
radical body modification!

The unusual edge cases of the pres-
ent, the historical examples from the past 
and sci-fi visions of the future provide a 
useful toolkit to help us assess the inter-
esting innovations coming along today  
and identify the technologies that we 
should pay attention to.

Tom Standage is Deputy Editor of The Economist, 
which he joined as Science Correspondent in 1998. 
Subsequently Technology Editor, Business Editor 
and Digital Editor, he is now also responsible 
for digital strategy and the development of new 
digital products. He has written six history books, 
including The Victorian Internet and A History of 
the World in 6 Glasses.
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AUTONOMOUS VEHICLES
Contrary to the hopes of carmakers, most people will not buy an 
autonomous vehicle: why own a car if you can summon one? They 
probably won’t look like cars, but pods with six or eight seats, which 
will make more sense. And they won’t be able to go everywhere until 
everywhere has been mapped in extraordinary detail. To meet their 
transport policy goals, cities will introduce mileage-based road 
tolling, with surge pricing. But that could make autonomous cars a 
powerful means of social control.

AUGMENTED REALITY
Augmented reality interfaces, where you see 
virtual objects projected into the world, 
could be the next step after the smartphone. 
It will initially take the form of smart 
glasses, then contact lenses, and finally 
brain implants that stimulate the visual 
cortex directly. People who service aircraft 
engines are already using augmented reality 
glasses, and there are people working on 
brain-computer interfaces – the sci-fi dream 
of talking to computers inside your head.

ARTIFICIAL MEAT
Lots of people are trying to make meat 
without killing animals – either by growing 
it from a few animal cells, or making it from 
vegetable protein. The taste is improving 
and it’s getting much cheaper. Eating real 
meat may be considered unacceptable in 20 
or 30 years – we kill 65 billion animals a year 
for meat, and livestock take up a quarter of 
the planet’s available land surface. They also 
generate more greenhouse gas emissions – 
mostly as methane – than all of the world’s 
vehicles put together.

GENE EDITING
Tools such as CRISPR* that can find and 
replace gene sequences will soon be able to 
cure various hereditary diseases in humans 
and living animals. This also raises the pros-
pect of designer babies to make sure 
children are tall, handsome, intelligent and 
able to run faster or hold their breath longer 
when swimming. Sci-fi writers imagine a 
future where humanity splits into several 
modified species, some with wings to fly or 
gills to swim under water.

*CRISPR: Clustered Regularly Interspaced  
Short Palindromic Repeats

REUSABLE ROCKETS
Elon Musk’s SpaceX company has built rocket boosters that can land 
after flights and be used again, which can reduce the cost of space 
travel by as much as 75 per cent. And with satellites becoming as 
small as shoeboxes, you can now launch dozens in one go. There will 
be lots of new satellites launched at low cost, for uses such as 
imaging and satellite broadband networks. Space flight will evolve 
like aviation did in the 20th century, from being almost impossible 
and dangerous, through travel for wealthy people, to part of every-
day life.
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Blockchain, a long journey  
to a deep transformation

Debated by some as a fad and by others as one of the essential pillars of the 4th  
industrial revolution, Blockchain remains one of the hottest topics in digital 

transformation. While financing and innovation are reaching unprecedented 
heights, most of the traditional financial sector is still scrambling to adopt the  

technology, as many aspects inherent to the system preclude a rapid rollout.  
The issue is discussed by Pictet’s Steve Krieger and Tamara Favre.

All financial services companies are – at the 
very least – contemplating the opportuni-
ties and threats presented by distributed 
ledger (Blockchain) technology. Most seem 
underwhelmed by the impact to date, based 
on actual realisations compared to the 
Blockchain promise of more secure, cheaper 
and faster transactions. We live in an age 
characterised by impatience, and those  
predicting a complete overhaul of the  
financial sector due to the adoption of dis-
tributed ledgers may have to wait longer 
than expected. 

Speed is not being dictated by the technol-
ogy. There are already visible achievements 
in terms of secure, faster, cheaper transac-
tions through decentralised registries. 
Delays are creeping in when it comes to 
building networks on top of common infra-
structures and setting common standards 
across stakeholders.

Administration-heavy activities like fund 
distribution or issuance and processing of 
securities using Blockchain technology will 
certainly provide opportunities for increased 
efficiency and cost reduction. Set against this, 
however, market fragmentation and differ-
ing incentives for stakeholders along the 
value chain remain a challenge. While 
preceding a website address by www. feels 
natural to most today, agreeing to that 
common standard – protocol called TCP/IP – 
took decades.

Still, investments in Blockchain and 
Blockchain-related start-ups continue to 
reach new heights at an estimated USD 7bn 
in the first half of 2018, of which some  
USD 1.7bn came through direct venture 
capital and the remainder through initial 
coin offerings (ICOs). This already surpasses 
total investments in 2017. The result is a 
sprawling ecosystem of start-ups and new 
intermediaries, which might at first sound 
counterintuitive for a decentralised, peer-
to-peer ideal. In fact, like other nascent 
industries, Blockchain is going through  
its innovation phase through start-ups  
and spin-offs, before an expected accelera-
tion and consolidation in the next three to 
five years.

Alongside this, the price volatility of 
cryptoassets such as Bitcoin and the public 
interest generated in them has accelerated 
the regulatory agenda. Governments across 
the globe are now clarifying their regula-
tory stance. Advocates such as Switzerland, 
Luxembourg or France are adopting 

regulation favouring innovation. China, on 
the other hand, is taking a strongly restric-
tive stance. Many countries are still 
identifying the benefits and threats for their 
financial sectors and clarifying rules. We can 
therefore expect regulation to take another 
two to three years to settle across the globe.

Combining earliness in the industri-
alisation cycle and near-absence of rules and 
regulation, we can expect a major shake-out 
of the 1st wave of cryptoassets or tokens 
issued so far. A great majority of Blockchain 
projects will fail due to unrealistic prom-
ises, teams unable to execute, bad market 
timing, or simply fraud. This issue, 
however, should not detract from the deep 
transformation that has already started and 
is likely to have an impact on many fields 
beyond finance, such as insurance, agricul-
ture or medicine. The time is right for 
intermediaries to rethink their value propo-
sitions and services, which will be less 
distinctive through their capacity to 
execute – with execution being automated 
across networks – than they will be through 
advice and analysis; in other words, less 
custody of assets and more custody of data.

Steve Krieger is the Head of Strategy & Group 
Projects at Pictet. Prior to joining Pictet, he was 
an Associate Partner with McKinsey & Company, 
based successively in Luxembourg, New York and 
Hong Kong. He is also a co-founder of Payleven, 
a European mobile payments innovator based  
in Germany.

Steve Krieger
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Tamara Favre

So what does this mean for family offices 
and wealthy individuals? We expect that 
investment opportunities will arise, and 
there will be operational efficiency to 
capture. Simply put, three main categories 
of tokens, or combinations thereof, are 
enabled by Blockchain technology: 

–  Payment tokens: enabling transfer  
of value from one user to another;

–  Utility tokens: enabling automation of 
processes, typically through smart contracts;

–  Asset tokens: enabling total or  
fractional ownership of an asset.

In the investment arena, asset tokens 
could offer liquidity in asset classes consid-
ered ‘illiquid’. For example, real estate 
investments could be fragmented more 
easily with a fully traceable, audit-proof 
shareholder record updated in (near-) real-
time using Blockchain technology, rather 
than with the existing manual commitment 
recording, investment clearing and settle-
ment operating chains. This could enable 
the development of a secondary market, 
lower management fees – hence higher net 
performance – and lower-cost entry.

In the operations arena, we expect 
payment tokens to facilitate cross-border 
payments, especially for peripheral cur- 
rencies, in particular by offering higher 
traceability and efficiency thanks to  

immediate execution and online confirma-
tion. Reporting efforts could be greatly 
simplified thanks to the transparency and 
instant reconciliation enabled by distrib-
uted ledgers. Also, utility tokens and the 
smart contracts they enable could ignite a 
further wave of automation in repetitive 
tasks, especially those where possible out-
comes can be determined upfront.

There is an irony inherent to the evo-
lution of Blockchain. The philosophy of the 
technology embeds the desire to replace 
human governance with an autonomous 
infrastructure. But human governance still 
rears its head in this idealism: behind the 
technology there are developers, often only 
a small group, in charge of the implementa-
tion of rules and technological progress. 
They are building the platforms that are 
emerging as unavoidable intermediaries in 
the ecosystem. Needless to say, as is the case 
with most software developments, plat-
forms take commissions. The roles of these 
will differ but their importance and their 
power are substantial, as they will be the 
new counterparties for clients and family 
offices in the management of their wealth.

Tamara Favre is a Family Office Specialist at  
Pictet Wealth Management. She is mainly active 
in Operational Governance where she helps fami-
lies to set up their own organisations. She also has 
wide experience in Global Custody.

M A J O R  P O I N T S  O F  
D E B AT E  O V E R  T H E  
F U T U R E  O F  B L O C K C H A I N

O P P O R T U N I T I E S 

Efficency & effectiveness
–  Increased speed & reduced costs through 

peer-to-peer transactions
–  Fewer intermediaries

Traceability & record protection
– Technology-enabled tamperproof records
–  Full transparency audit records  

in most cases

Governance
– Transparency in governance
–  Typically higher rule stability, especially 

where ruleset is embedded in the  
chain code

Innovation
–  Emergence of new, value-added services, 

e.g. fractional asset ownership, privacy 
rights management

T H R E AT S  &  U N C E R TA I N T I E S 

Reputation
–  Various abuses given relative lack of 

education, regulation and oversight
–  Conflicting interests

Lack of technological maturity
–  New technology with fast propagation 

leading to vulnerabilities
–  Several cases of hacks

Lack of regulatory maturity
–  Currently regulatory grey zone across 

multiple countries
–  Iterative regulatory process

Scalability & sustainability
–  Questionable long-term sustainability  

of majority of crypto-projects
–  Resources consumption for  

proof-of-work
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Family-owned companies – Pictet’s view
Family companies may often be the repositories 
of family wealth, but their long-term success — 
and succession often depends on broader hori-
zons than the family. 

The ‘family circle’ is just that – a circle, a closed group 
that may tend to look inwards and care for its own. 
While this structure brings stability, security and 
emotional benefits to those involved, it may not be  
robust enough to ensure success in the long term,  
or perpetuate and safeguard the prosperity of succes-
sive generations. 

While tradition and history — and a respect for 
origins — are fundamental, a firm has to evolve to 
survive. A fresh look, from outside the family circle, 
can benefit everyone, regardless of the industry or 
where the company is in its development. 

An outside-in view offers an intellectual  
freedom unburdened by the weight of the com- 
pany’s history, making it possible to think about  
issues differently.

Pictet’s governance structure has this critical 
outside view built into it. While the Group has been 
a largely family-led business since it was founded in 
Geneva in 1805, our model has always introduced 
non-family members into the partnership. It means  
the managing partners are united in focusing on  
the business, rather than dissipating their energy 
and passion in making themselves accountable to 
outside shareholders. 

As Pictet’s Managing Partners have to invest capital 
in the business, we all become owner-managers. 
This, in turn, fuels an entrepreneurial spirit, but one 
with a long-term view. It aligns the partners’ inter-
ests with our clients, who are also seeking long-term 
solutions to wealth preservation. 

But a long-term view does not mean slow re-
sponses. In fact, a sense of urgency is always positive. 
Things get done; it makes for a stimulating environ-
ment; and that attracts talent. Ambitious people  
like to work for stimulating companies. Pictet, 
therefore, will continue to be the destination of 
choice for the top talent in the industry. We will con-
tinue hiring the best people, developing them and 
giving them opportunities.

This brings us to Pictet’s future. On the one 
hand, we will build on the past and continue what 
has already been successful, but focusing more on 
certain areas. At the same time, we will adjust Pic-
tet’s positioning and extend our reach as a leading 
international player in wealth management. We’ll 
be active globally, acquiring and developing clients, 
not only taking a bigger share of their attention and 
assets, but also raising their satisfaction. 

Success is not an objective: it’s a consequence of 
many things – culture, people, the way a company 
pursues its objectives. Only when these are fully 
aligned is a legacy assured.

The Managing Partners, Pictet Group
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About the Pictet Group

Founded in Geneva in 1805, the Pictet Group is today one of  
the leading independent wealth and asset managers in Europe,  
with more than CHF 512 billion assets under management  
at the end of June 2018.

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

Headquartered in Geneva, Pictet employs more than  
4,200 people. It has 27 offices in: Amsterdam, Barcelona,  
Basel, Brussels, Dubai, Frankfurt, Geneva, Hong Kong,  
Lausanne, London, Luxembourg, Madrid, Milan, Montreal,  
Munich, Nassau, Osaka, Paris, Rome, Singapore, Stuttgart,  
Taipei, Tel Aviv, Tokyo, Turin, Verona and Zurich.
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