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FAMILY GOVERNANCE
Whether you are an entrepreneur or an 
established wealthy family, firm foundations  
are essential for managing wealth in order  
to provide the basis for a successful transition 
over generations.

OPERATIONAL GOVERNANCE  
Evolving technology and a changing  
mindset geared towards greater diversity are 
set to have a major impact on the way family 
businesses operate.

INVESTMENT GOVERNANCE
Understanding a family’s objective is the  
first step in devising a sustainable  
multi-generational strategy to create a 
successful long-term investment portfolio.
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The form this revolt takes varies according to country, but 
it has been growing since the financial crisis of the late 
2000s. It reflects widespread discontent among groups 
who feel excluded from the opportunities offered by eco-
nomic growth and technological progress.

They can experience this unfairness because of their 
age, sex, ethnicity or level of education, because of stark 
inequality in income or through living in a town that 
feels left behind.

It is the growing debate over how to solve this global 
challenge that prompted Pictet to tackle the issues of fair-
ness and equality head-on in this supplement. Politicians, 
businesses and investors, particularly wealthy families, are 
becoming increasingly conscious of the need to reform the 
way the world operates. 

For our contributors, brought together from both in-
side and outside Pictet, questions of fairness and equality 
are at the forefront of their thinking about the future.

This supplement shows how the issue of fairness 
arises in different ways in the  three governance pillars of 
Pictet’s approach – family, investment and operational. 

In families, women are playing a far more promi-
nent role in managing both wealth and businesses than in 
the past. The younger generations are increasingly likely 
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to be brought into decision-making and often take the 
lead in promoting philanthropy as well as fairness, ethics 
and environmental responsibility in investment.

Family offices and wealth managers, including Pictet, 
are adapting to support those clients’ changing priorities 
and the unique requirements of each family. 

As we decide where to invest, exclusion is a theme that 
crops up consistently for our contributors who write about 
how Europe, Asia and Latin America can reform to reach 
their full potential. 

Technology presents some of the greatest opportuni-
ties to improve lives and investment returns everywhere. 
But, through the devices that shape our lives, biases in to-
day’s society could embed future unfairness. We have been 
slow to address this issue.

These challenges may all sound daunting, but the 
overall message is positive. If we can address the sense of 
injustice created by exclusion and inequality of opportunity, 
we can create a world that embraces fairness, is at ease with 
itself and is a better place to live, work and invest.

We hope you find this supplement both informative 
and thought-provoking.
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The growth of family offices has been 
spectacular. At least half of the estimated 
10,000 worldwide have been set up since the 
year 2000, according to the consultants EY. 
The assets they hold have grown to roughly 
$4 trillion, more than the GDP of Germany.

Family offices have become one of the most 
powerful forces in investment worldwide. 
They have brought a new level of profession-
alism to management of wealthy families’ 
assets and pushed providers to new boundar-
ies. But they are now reaching a point where 
they risk falling victim to their own success. 

The challenge is to ensure profes-
sionalisation does not produce an indus-
try of cookie-cutter service packages that 
forget what a family is. Its wealth may come 
from business, but a family office is not a 
business where feelings are best kept out 
of the boardroom. Each one is a unique and 
evolving ecosystem, a web held together by 
personal connection.

The concept of wealth at the heart 
of the family office is multi-dimensional. 
The wealth family offices seek to create and 
transfer is not only economic, but emotional 
and social too. Offices concern themselves 
increasingly with issues of fairness and 
equality stretching beyond the family to 
employees and the wider community.

Family offices should be as unique 
as the families they serve. The test for the 
next stage of their development will be the 
finesse they show in tailoring their activities 
to each family’s objectives and dynamics.

The modern family office evolved 
relatively recently. In Europe, private 
banking used to be sufficient for most 
wealth-management needs. Like the 
Titanic, however, it did not cross the Atlan-
tic well. As wealth grew in the baby-boom 
era, leading American families preferred 
to create their own structures  because 
US private banking was sliding towards 
brokerage, interested in short-term profits 
rather than inter-generational wealth.

The 2008 financial crisis contributed 
to turning these offices into a global phe- 
nomenon. The sweeping perception that all  
banks and banking services were to blame 
for disastrous losses fuelled a drive for 
family independence. The growth of wealth 
in emerging markets produced further 
demand. A Google search using the term 
‘family office’ in 2009 produced 169m hits. In 
February 2010, the figure had grown to 282m 
and by June 2019 there were around 9bn.

Much of the world is in the throes of what the development 
economist Paul Collier has called a ‘mutiny against injustice’. 

FAIRNESS AND FINESSE:  
THE INGREDIENTS FOR A 
FAMILY OFFICE TO STAND  
THE TEST OF TIME
Rania Labaki and Grégoire Imfeld highlight the  
importance of the personalised touch if the family office industry 
is to avoid falling victim to its own success

Grégoire Imfeld

Rania Labaki
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In the biblical parable of the prodigal son, the 
younger brother leaves home with his share 
of his father’s fortune and returns penniless. 
He is welcomed back by his father, to the cha-
grin of the elder son who has stayed behind 
working hard for the family and then has to 
share again what remains of the wealth.

This parable has endured beyond its reli-
gious meaning because it resonates with so 
many families – an eternal story of one sib-
ling feeling hard done by as a result of their 
parents’ treatment of another. 

Real or perceived inequality between 
siblings is a perpetual cause of tension in fami-
lies, regardless of wealth. Unequal inheritance 
based on gender and birth order appeared 
centuries ago as a way to secure a long-last-
ing family legacy. Medieval monarchs turned 
to male primogeniture to prevent kingdoms 
being broken up after they died. 

The equivalent today is the fami-
ly business founder’s dilemma of knowing 
when to pass on the baton. The longer they 
put off succession planning, the more diffi-
cult it becomes.

The exact involvement of a single family of-
fice (SFO) varies between families. Some are 
involved purely in asset management. Others 
that have a wider mandate to manage a fam-
ily’s wealth, including governance, will be 
closely involved in succession and should be 
prepared with the right skills and sensitivity.

How should the SFO steer the family 
through planning and implementing tran-
sition while protecting cohesion and long-

term interests? How should the issue of di-
viding up the business be approached? 

A child who has devoted their career 
to the company may be expected to receive a 
greater reward at inheritance. But in practice, 
parents often decide to split their business 
and other wealth equally to avoid the tricky 
question of what is a fair apportionment.

If the founder is alive, the office can ask 
for guidance on their wishes. The SFO should 
assess how practical the plan is, refine it and 
develop a back-up in case it fails. If the found-
er has passed away, the SFO may have a more 
active role and it needs to identify pressure 
points and where power now lies.

The most difficult succession dilem-
mas can stem from complex family histories.

One prominent Middle Eastern fam-
ily expanded its trading business strong-
ly in the 1950s under a traditional patriarch. 
In line with his succession plan, the men in 
the second generation joined the compa-
ny while the women were restricted to own-
ing shares. Family members in the busi-
ness were paid no salaries, only dividends. 
The oldest male in each generation was sup-
posed to succeed to leadership of the compa-
ny, regardless of whether he wanted to. 

Problems mounted after the second 
generation. Fewer relatives were interest-
ed in joining the business when they could 
receive just as much income by staying out-
side and relying on dividends.

Ten years ago, one of the third-gener-
ation men who had stayed to run the com-
pany decided the time had come to review 
its fitness for the future. After discussions 
with independent advisers, he and his son, 
who had several years’ experience in out-
side businesses, approached the other fam-
ily shareholders and bought them out to 
re-consolidate the business.

The industry’s expansion has produced a 
blossoming in academic interest. Research-
ers have identified several nascent configu-
rations amid the heterogeneity. They range 
on a continuum from informal structures 
within the original business to formal 
independent offices, reflecting different 
organisational relationships and degrees 
of separation between families and assets. 
Other distinctive factors include genera-
tional change and the level of ownership of 
the original business.

As there is no standard template, 
what should a single family office (SFO) do, 
and how should a family go about creating 
the right one for them?

Managing investments has tradi-
tionally been a core SFO activity. As time 
goes on, the business grows and produces 
dividends, which build into a level of wealth 
requiring its own management. This then 
turns into a self-contained family institu-
tion, which diversifies beyond investment. 

Other activities to consider include 
tax and inheritance planning, philan-
thropy and concierge services as well as 
managing collections, vehicles, properties 
and staff in both the home and the SFO. 
Offices may also handle education, health 
insurance and security.

Finding the right CEO is the next priority. 
The industry is young, so experienced SFO 
leaders are scarce. Giving jobs to relatives 
may look like the obvious choice, but it is 
important they have the right skills. Remov-
ing a much-loved relative who under-per-
forms will be trickier than firing an outsider. 
Another common solution is to choose an 
experienced employee from the business who 
knows the family well, although the intrica-
cies of running an SFO may be new to them.

Trust and competency are key 
considerations in hiring. Their relative 
importance can vary depending on the rule 
of law in the country where a family oper-
ates. In markets with robust legal and insti-
tutional structures to enforce contracts 
and confidentiality, competency tends to 

be the prime consideration. In more uncer-
tain environments, it is common for fami-
lies to pick trusted longstanding advisers.

Once the CEO has been appointed, 
early decisions include what to outsource. 
In the past, many families saw the size of 
their office as a status symbol, but today 
the trend is towards lean organisation and 
a focus on key strategic assets.

Families often turn to outside advis-
ers to work alongside the CEO in setting 
up the office. When doing this, they should 
be wary of the standardised processes and 
streamlined solutions the explosive growth 
of the industry has spawned. 

They should also remember SFOs 
are not the only governance tools available 
to a family. Depending on the situation, 
a family board, investment committee or 
foundation board may all have a role.

Practitioners must master the tech-
nical aspects of creating and institution-
alising the office. But their success will be 
measured over a far longer term, which 
requires them to understand the family’s 
unique structure and dynamics.

This is where finesse comes in. An 
important early step in safeguarding the 
future of the family ecosystem is to define 
its objectives, purpose and values. These 
are increasingly likely to be formalised in 
a written constitution. Areas it commonly 
covers include preserving and enhancing 
wealth for future generations, upholding 
family harmony, educating children and 
giving back to the community.

The experience of drawing up 
a constitution is usually more useful 
than the document itself. Families come 
together across generations to discuss their 
ideals, aspirations and ideas, perhaps for 
the first time. The constitution should be 
a living document. Priorities change as the 
business is sold and connections weaken 
among scattered branches.

There is no ‘best practice’ for an SFO. 
It needs to act as the glue, strengthening 
connections, keeping everyone aligned and 
ensuring emotional factors make a positive 
contribution rather than detract from long-
term goals. It should understand families 
not only as individuals but as networks of 
relationships. Decisions can be influenced 
by love, pride, gratitude and nepotism, 
which can all score on both the plus and 
minus sides of the ledger. 

This challenge also highlights a 
growing debate — equality versus fairness.

Nowadays, the first instinct is increasingly 
to treat everyone equally, especially at key 
moments such as inheritance. Families and 
SFOs need to be clear, however: when they 
talk about equality, do they really mean 
fairness? When they refer to fair process, 
how far should that extend both within 
and beyond the family? 

For example, some branches will 
have weaker emotional and practical 
involvement in the business than others 
while remaining economically dependent. 
It is fair – but not equal – that these rela-
tives receive less than their CEO cousin 
whose hard work increases everyone’s 
wealth. In some cases, the SFO may recom-
mend paying family members less so it can 
increase philanthropy or employee support 
in line with the family’s commitment to 
fairness to others. 

The SFO has a clear contribution to make 
in ensuring fair process by balancing 
trade-offs between the business, family 
and community spheres and among the 
financial, social and emotional dimen-
sions of wealth. 

No two SFOs are the same, nor can 
they stand still. Attitudes and mindset in 
a family evolve along with relationships. A 
good SFO manoeuvres with agility in the 
environments of its family and the outside 
world. It knows when to be reactive or proac-
tive in harmony with the family’s approach. 
It adapts to recurrent change and transition.

The SFOs that act most fairly and 
effectively in the future will be the ones 
that understand the finesse of how to 
harness these complex forces for the long-
term interests of the families they serve.l

Rania Labaki is Associate Professor of Finance 
and Family Business and Director of EDHEC 
Family Business Centre, EDHEC Business School, 
France, and Grégoire Imfeld is the Founder of 
ONE Family Governance .

‘Removing a much-loved 
relative who under-performs 
will be trickier than firing  
an outsider’

‘The most difficult succession 
dilemmas can stem from 
complex family histories’

‘In the past, many families 
saw the size of their office as 
a status symbol, but today 
the trend is towards lean 
organisation and a focus on 
key strategic assets’

THE FOUNDER’S DILEMMA:  
PLANNING FOR A  
SMOOTH TRANSITION
Succession is when a family office’s ability to maintain fairness  
and harmony faces its greatest test. Bilal Zein outlines how  
to avoid the pitfalls

The strains caused by the failure to 
align pay policies fairly with contribu-
tion to the business had almost led to the  
dynasty’s collapse.

To prepare for a smooth transition, it is im-
portant at the family level to offer children 
equal access to education and chances to in-
tern in the business in comparable posi-
tions or pursue their own interests. Strong 
role models and mentors within and outside 
the family can help the children develop and 
understand their aptitudes.

The SFO has enough distance to of-
fer objective guidance to individuals and 
blocks of family interests. It can also advise 
on bringing family members into manage-
ment. The SFO should ensure a governance 
model is in place. However, to preserve the 
office’s objectivity and avoid becoming too 
enmeshed in the family’s emotional relation-
ships, it usually makes sense to outsource de-
sign of the model to independent advisers. 

Succession is not a moment, but  
the culmination of a careful process. The 
family office will prove its true value by en-
suring it is prepared, flexible and ready to  
act promptly.l

Bilal Zein runs a single family office based in Lon-
don, which he established in 2001. It provides the 
full range of family office services. 

‘Strong role models and 
mentors within and outside 
the family can help the 
children develop’
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There are few industries that guard their 
heritage and craftsmanship as proudly as 
Swiss watchmaking. By contrast, there are 
few markets as competitive and fast-mov-
ing as international luxury brands.

For Chopard, the secret of turning what 
could be a contradiction into a winning 
formula has been the family team.

The company was already a century 
old when my father Karl took it over from 
Paul-André Chopard in 1963. He had been 
looking for opportunities to develop the 
existing Scheufele business, founded by his 
grandfather in 1904 in Pforzheim, south-
west Germany.

Our family has grown Chopard from 
a high-quality Geneva watch manufacturer 

into a global brand specialising in jewellery 
in addition to premium timepieces. We 
serve clients through 160 boutiques and 
hundreds of other sales points. 

There is a long list of famous brands  
that started as family businesses but could only 
survive by becoming a name in the portfolio of 
a multinational company. We have never been 
tempted to give up our independence. 

Chopard is financially self-sustaining, 
funding expansion from its own resources. 
Even more important, my parents’ philosophy 
runs like a thread through the generations.  
Put simply, we act as a team and we celebrate 
the fact we are all different characters.

Before my sister Caroline and I took 
over, our parents gave us freedom to express 
ourselves and innovate. This helped grow 

our love of the business and prepare us to 
take full responsibility. Anyone in the family 
across ages and genders is given an equal 
hearing if they have a good idea. If they suc-
cessfully argue for it round the family table, 
it has a good chance of being adopted. 

In more rigid and patriarchal family 
businesses where younger members are 
given less opportunity to contribute, transi-
tion can be more difficult because sons and 
daughters are less ready to take on responsi-
bility when the time comes.

The new Alpine Eagle collection illus-
trates our approach well. It is a three- 
generation project inspired by Chopard’s  
St Moritz watch, launched in 1980. I had 
told my father I thought we needed a sports 
watch in our range, preferably in steel.  

He was sceptical as we had never made any-
thing like that, but I persuaded him to let 
me produce a design. It worked out well and 
we sold thousands. 

More recently, my son Karl-Fritz 
came across an old St Moritz watch in a 
drawer. He liked the look so much he sug-
gested we relaunch it. I was reluctant as I 
thought perhaps we had enough lines on 
offer, so he went to my father and together 
they persuaded me to take the idea forward. 
Now we are producing a contemporary 
product based on that original design.

Our brand signature, ‘Chopard, the 
artisan of emotions since 1860’, also resulted 
from discussions across the generations 
about how to put into words what we value 
most in the business.

The team approach means keeping 
our egos in check so we can make full use of 
everyone’s personality. This may come more 
naturally to us than to some families. We are 
a relatively small nucleus without numer-
ous branches competing for influence.

Caroline and I are co-presidents and 
we share an office. She has a genius for the 
communications side of the business as well 
as design. It was thanks to her that we 
expanded into jewellery in 1985.

This was part of a transformation that 
has taken Chopard beyond its manufactur-
ing core. We have grown from around 250 
employees when I started to more than 
2,000 now, 40% of whom work in areas 
outside production, including retail and 
after-sales service.

Caroline is highly creative and more 
outgoing than I am. In the family, they call 
me the diplomat and I tend to think twice 
before I speak, but I am passionate and 
entrepreneurial about the business. My wife 
Christine, who has the office just behind me 
and oversees production, is the most 
rational of the three of us, pulling us back to 
earth when required. 

We still take any major strategic deci-
sion jointly with my parents. They counsel us 
wisely and we have learnt from them that, 
however successful we may be, it is impor-
tant to keep both feet on the ground. 

Fortunately, all our three children  
are interested in the business and we 
started preparations for transition early. 
While I served my apprenticeship at a  
jeweller’s bench, the next generation need  
a wider professional preparation for man-
aging a contemporary brand focused on 
customer service. 

Caroline-Marie, the eldest, who is 24, has 
found a place on an internship at Harrods in 
London, while Karl-Fritz, 22, is studying at 
a hotel school in Lausanne. Katarina, the 
youngest, turned 18 this year and is showing 
a strong interest in design. 

Openness to the next generation’s 
ideas has always helped Chopard stay a step 
ahead of our competitors. We were one of 
the first to open our own shops. We have led 
the way in putting ethical business at the 
heart of what we do. In 2013, Chopard, in 
partnership with Eco-Age, launched the 
Journey to Sustainable Luxury to ensure our 
whole supply chain from the mining of gold 
and precious stones to the finished product 
is managed responsibly in terms of environ-
mental and social impact. 

Since July 2018, we have been able to 
verify that 100% of the gold in our jewellery 
and watches has been ethically produced. 
We work with programmes such as the 
Fairmined initiative, which provides 
welfare schemes for miners and their fami-
lies in South America.

Every brand tries to tell a story, but 
young people, both in our family and among 
our clients, are sceptical about glossy 
self-promotion. They want to be confident 
these stories are authentic. It is the same for 
the high-profile people we work with. On the 

‘The team approach means 
keeping our egos in check 
so we can make full use of 
everyone’s personality’ 

AGE IS NO BARRIER FOR  
A WINNING FAMILY TEAM
Valuing the ideas of older and younger generations equally has  
been key to developing a traditional family-owned watchmaker 
into a global luxury brand, says Karl-Friedrich Scheufele

red carpet at the Oscars and at Cannes this 
year, numerous stars including Julianne 
Moore, Léa Seydoux and Olivia Colman were 
wearing Chopard. We give them the confi-
dence that they are associating their names 
and reputations with a brand that maintains 
the highest ethical standards.

Chopard remains at heart a traditional 
Swiss watchmaker and jeweller. Whatever 
technology we adopt, our added value 
comes from creating all our products by 
hand, in-house. We have people working in 
50 separate crafts and professions, and we 
nurture skills such as stone-setting, mechan-
ics, watchmaking and jewellery-making far 
beyond what is required for immediate  
commercial considerations.

That heritage underpins Chopard’s 
future. As for any family, looking forward to 
how the next generation will shape our 
development is an exciting prospect.l

Karl-Friedrich Scheufele is Co-President of Chopard

The next generation: Caroline-Marie, Karl-Fritz and Katarina 
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Over 15 years ago, when my family embarked 
on our philanthropic journey, we set a found-
ing principle of democratic decision-making 
and deep-rooted equality. This remains as 
important to us today as it was then and it con-
tinues to define how we deal with one another 
and the people we encounter in our work.

When my siblings and I were teenagers, our 
parents encouraged us to engage in philan-
thropic giving with their support — but not 
their control. That was crucial, because they 
gave us the opportunity to fail and to learn 
from our mistakes. The pairing of free rein 
and failure promoted conversation, brain-
storming and an ability to make decisions as 
equals. In a board consisting of three sisters 
and our younger brother, we first had to 
address our own issues of gender and age to 
secure our core value of equality. 

Through philanthropy we developed 
new means of communication and equal 
expression regardless of our individual 
experience of the family dynamic. This 
approach leads to innovation, growth and 
most importantly, in the long run, builds 
confidence in decision-making, which in 
turn improves the stewardship of wealth.

For the past two decades, there has been 
a steadily rising hum of philanthropic activity 
alongside estate planning and wealth trans-
fers. Nearly three-quarters of charitable 
foundations worldwide have been established 
in the past 25 years, according to researchers at 
Harvard. Meanwhile, most of the record 
amount of wealth that will be transferred in 
the coming decades will go to women.

These changes highlight the impor-
tance of equality as the foundational value of 
the new generation’s philanthropy. As inheri-
tors become more active in family endeavours 
at a younger age, especially in the philan-
thropic sector, the focus needs to shift from 

hierarchy to humanity.  We need to eliminate 
the divide between donor and recipient as 
part of our acknowledgement that every life 
has the same value. This shift begins within 
our own families and institutions.

In our case, at each board meeting, 
sitting at our dining-room table with the 
walls covered in Post-its, doodles and other 
visualisations of our brainstorming ses-
sions, we developed our ability to exchange 
ideas and connect with beneficiaries as indi-
viduals and equals, not numbers at a 
distance. While each of us may take the lead 
at some point, depending on the project, we 
have always made family decisions through 
a democratic process. Even in instances 
when we have initially differed, we have 
reached agreement through sensible discus-
sion by listening to each other equally. Birth 
order, matriarchy and patriarchy, by con-
trast, can stifle innovation.  

In this era of rising connectivity, phi-
lanthropists are eager to create change with a 
direct, hands-on approach. This requires 
empathy, but that is impossible unless we 
treat everyone as equals. Every human 
encounter, every exposed vulnerability, every 
shattering of a wall that separates us height-
ens empathy, openness and sensitivity. The 
philanthropic journey should be a search for 
betterment through the fundamental expe-
riences that create long-lasting change: what 
we give and what we receive. There is no 
room for ‘us’ and ‘them’ in these exchanges, 
which call for a collective approach that 
empowers all participants equally.

Charity starts at home, but philan-
thropy begins with partnership.  Our 
partners are our board members, family 
members, local implementors and beneficiar-
ies.  We are collaborating to achieve a greater 
purpose. Today, we are more connected than 
ever – emotionally, digitally and physically 

– to the multiple elements of a philanthropic 
venture, giving us the opportunity for the 
first time to treat each part equally. There is 
just as much importance in addressing the 
finances as there is in the growth of the project 
and evolution of the change created. Recently, 
I worked on what for me was a passion project 
in maternal health, using advocacy efforts to 
help save the lives of mothers in Uganda. It 
was crucial to share my time equally between 
the team on the ground, the implementing 
NGO and my partners as decision-makers as 
well as the midwives in rural clinics and 
expectant mothers.

In 2017, my sisters and I founded our 
company, Ethos Philanthropies Consulting, 
with the aim of engaging and encouraging 
families, individuals and companies to set out 
on the path of philanthropy as equals with 
their partners. We also see ourselves as equal 
to our clients, so delineations between con-
sultants, clients and beneficiaries are all 
removed. Change has to be co-created; it 
cannot be imposed if it is to be sustainable. By 
setting consistent guidelines and promoting 
impactful, research-based methods of giving, 
we aim to foster a movement of engaged phi-
lanthropists and global partnerships.

At its base, philanthropy exists because 
there is inequality. But it is our duty, as the 
next generation of change makers, to ensure 
that in our efforts to create sustainable 
impact, we lead by treating people as equals. 
We are equal voices as equal members of the 
human race. We are each just one small link 
in a long and hopeful chain for change, 
which can grow ever stronger if we encour-
age an environment of equality from the 
dinner table to the boardroom.l

Sara is Co-Founder of Ojjeh Family Fund  
and Co-Founder and Director of Ethos 
Philanthropies Consulting

TRUE EMPATHY MEANS 
TREATING EVERYONE  
AS EQUALS
Sara Ojjeh describes how her new generation of philanthropists are 
motivated by the importance of breaking down walls and working in 
equal partnerships

THE POPULISTS WILL FADE; 
EUROCRATS ARE THE REAL 
WORRY FOR EUROPE
Matteo Renzi argues that Brussels will have to discard its 
bureaucratic mindset and rekindle a passion for European values 
if it is to secure the future of the EU

Ever since the financial crisis, anxiety 
about the rise of populism in Europe has 
been on the increase. The continent, if the 
commentators are to be believed, is perma-
nently on the brink of a far-right political 
earthquake that will shatter the founda-
tions of the European project.

This analysis may make good headlines, but 
it is not borne out by reality. If we accept it, we 
submit to the narrative of the demagogues.

We also risk overlooking a far more 
serious long-term challenge: how to reinvig-
orate the leadership of the EU so it can begin, 
at long last, to rebuild an identity for Europe 
that inspires loyalty across the continent.

If populism is a start-up industry, 
Italy, sadly, is its Silicon Valley. In 1994, 
Italians elected Silvio Berlusconi, the first 
modern populist. I believe time will show 

that even he was a significantly better choice 
than Matteo Salvini, the leading figure in 
the government that came to power in 2018. 
Of course, Italy also produced the grand-
daddy of the far right, Benito Mussolini.

The performance of the Lega-Five 
Star coalition has shown that while popu-
lists can win with fake news, they are 
defeated by reality. In opposition, it is easy 
to shout about fighting the system. But 
once politicians get into government, they 
have to work. Empty promises are exposed 
and there is a limit to how long voters toler-
ate disastrous handling of the economy. 

The government I led came into office 
when GDP had declined by 2.3% in 2012 and 
1.7% the following year. We turned this into 
1.8% growth, impressive for Italy in recent 
years, and we created a million jobs. Under 
Salvini and his colleagues, forecasts put 

growth for 2019 at just 0.2%. This is a concern 
for Europe. The Italian economy and its 
persistent structural weaknesses have the 
potential to destabilise the whole eurozone.

In Italy and elsewhere, the 2019 Euro-
pean parliament elections suggested popu-
lism may have peaked. For all the hype, the 
main far-right parties won fewer than 10% of 
seats and the far left performed even worse. 

But this should not be an excuse to 
sweep aside the concerns of voters who 
support populist parties. Whole regions 
have been left behind. Nowhere illustrates 
this more starkly than Italy, where the 
northern half of the country is one of the 
great manufacturing regions of the conti-
nent and outperforms Germany. The south 
is doing so poorly it lags behind Greece. 

Inequality and alienation can be at 
their greatest in the suburbs of capital cities, 
and the results are sometimes catastrophic. 
Most of the murderers of 131 people at the 
Bataclan theatre and other locations in Paris 
in 2015 were not immigrants, they were born 
and raised in Europe. They came from places 
like Molenbeek, a Brussels district just half 
an hour’s walk from the European Commis-
sion’s Berlaymont building. 

This is shaming for the EU, and one of 
the first priorities for the new Commission 
should be to draw up a programme involving 
architects and social and education experts 
to revive and reintegrate neglected areas.

This should come with significant 
investment. It would be a serious mistake 
for the new regime at the European Central  
Bank to move away from Mario Draghi’s 
expansive approach. German-inspired aus- 
terity has already caused too much damage. 
Europe’s business model has to be wider 
than Germany’s exports to China.

For those of us who believe in Europe, there 
are reasons for optimism, but only if Brussels 
changes. The populist moment will fade;  
the eurocrats are a far tougher challenge.

Their approach badly neglects the 
European soul and the European ideal. 
Brussels too often takes decisions as a 
machine that is unguided by any capacity 

‘Brussels too often takes 
decisions as a machine, 
unguided by any capacity  
to create a strategy or build 
an identity for Europe’
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TIME IS RUNNING OUT TO 
MEND THE WESTERN ALLIANCE
Unity among western democracies is more important than ever for 
global stability, but external opponents and internal arguments risk 
driving them apart, warns Anders Fogh Rasmussen

For more than 70 years, the world has lived 
under a rules-based order that delivered 
relative peace and stability after two devas-
tating wars. 

From the IMF and World Bank to the United 
Nations, NATO and the EU, the network of 
institutions set up after the second world war 
lifted hundreds of millions of people out of 
poverty and enabled the spread of democracy.

Now, however, what successive genera-
tions have come to take for granted is in grave 
danger. Not since 1945 has the world faced 
such a chaotic and dangerous situation.

Starting when President Harry S 
Truman established the world order, the 
United States has been its indispensable 
guarantor. But America has been retreat-
ing from leadership, especially when Barack 
Obama pulled back from his red lines over 
the use of chemical weapons by Bashar al-As-
sad’s regime in Syria. Now Donald Trump 
is flirting with full-scale isolationism. 

There is no credible democratic substi-
tute for the power, reach and influence 
of the United States. Europe is trying to 

to create a strategy or build an identity for 
Europe. Its processes turn the EU into a list 
of rules to be ticked off.

For example, it is regrettable that the 
Commission blocks the creation of conti-
nental champions. Brussels prevented the 
merger of Siemens and Alstom earlier this 
year on the grounds it would reduce compe-
tition in the market for high-speed trains. 
The likely result will be that Chinese or 
Indian companies take them over instead.

Populists may blame immigrants, but the 
real reason Europe has forgotten what it 
stands for is that it has lost the imaginative 
capacity to define and articulate a role in 
the world.

The building of peace gave a sense of 
mission to post-war Europe, but now some-
thing new is needed. Culture, identity and 
education hold the key. They are the way to 
bind ruptured communities, build a conti-
nent that can act coherently as a beacon of 
civilisation, and take the lead in new tech-
nology. Europe can only exploit the poten-
tial of artificial intelligence by displaying 
its human equivalent. The smart qualities 
of the future will be flexibility, emotion 
and creativity, not bureaucratic rigidity.

On this, Europe can learn from Italy. 
Florence, my home town, became the 
centre of the Renaissance; the city of Dante, 
Michelangelo, Leonardo and Galileo, 
partly because its financial elite realised 
that investing in education, particularly 
of the poor, was the key to the future. The 
result was a world-changing explosion of 
ideas, innovation and creativity.

Europe’s goal should be to spend as 
much on education and culture as it does on 
defence and the police. This will be the route 
to reviving the European dream and creat-
ing a new renaissance for the continent.l

Matteo Renzi was Mayor of Florence from 2009 
to 2014 and Prime Minister of Italy from 2014 
to 2016. He was elected to the Italian Senate in 
March 2018.
 

uphold the liberal democratic order, but 
it is too divided, with mostly soft power at 
its disposal. After Brexit, more than 80% of 
defence spending by NATO countries will 
take place outside the EU.

The vacuum is being filled by what I 
consider the authoritarian and autocratic 
regimes of Xi Jinping in China and Vladi-
mir Putin in Russia, abetted by disruptive 
helpers from North Korea to Iran and Syria. 

China is a rising power and Russia a 
declining one that plays a weak hand well 
as a regional spoiler across eastern Europe 
and the Middle East. I believe that what 
they have in common is an ability to spot 
cracks in western unity, push in a crowbar 
and lever the façade apart.

For example, while the EU was call-
ing Beijing a ‘systemic rival’, its southern 
members were signing up to China’s Belt 
and Road programme of worldwide infra-
structure investment. In the 17-plus-one 
forum in eastern Europe, China deals on 
a multilateral basis with countries in the 
region, including 12 EU member states. 
Brussels is not invited.

The West’s attempts to protect its security in 
response to fears over the Chinese technology 
company Huawei underline the fragmen-
tation. America has tried to take a hardline 
stance while Europe has sent mixed signals, 
with several states adopting Huawei technol-
ogy for 5G networks upon which almost every 
aspect of our daily lives will soon depend. 

Moscow takes the same divide-and-
rule approach. The West imposed sanc-
tions over the Russian campaign against 
Ukraine. Meanwhile, Germany backs the 
Nordstream 2 pipeline, a Kremlin geopolit-
ical project to increase western dependence 
on Russian gas, bypassing Ukraine and 
denying it billions of dollars in transit fees. 

Russia, through its hostility, is a 
spoiler. China is a different matter, and the 
priority is to ensure its rise is peaceful.

There is still time to engage Beijing in 
a multilateral framework where it respects 
mutually agreed rules. It has benefited 
greatly from the open markets of the current 
world order and for the foreseeable future 
will be dependent on imported fuel and 
technology, which in turn require smoothly 
functioning trade. 

However, China must live up to the obli-
gations of the rules-based order, not try to 
establish its own hegemony based on self-in-
terest and clientelism. In my view, this would 
require opening its markets, removing subsi-
dies to exporters, reining in its systematic 
theft of intellectual property and ending its 
aggressive posture in the South China Sea.

If western democracies are to maxi-
mise their bargaining power as they try to 
bring China into the fold, they first have to 
rediscover their unity. This means revital-
ising the EU and NATO. The G7 is also an 
under-used forum, which has the advan-
tage of including Japan, the most powerful 
democracy in east Asia. Tokyo is playing 
an increasingly important role as coali-
tion-builder, bringing together countries 
such as India, Vietnam and Taiwan along 
with core western allies such as Australia 
and New Zealand.

The stakes could hardly be higher. 
Successful engagement with China – on 
western terms – will maximise the oppor-
tunities for businesses, investors and citi-
zens to benefit to the full from free trade and 
advancing technology.

WE  
THE PEOPLE
Countries around the world are 
struggling to find popular policies 
that spread the benefits of growth 
throughout society while 
remaining economically viable 
and attractive to investors, writes 
César Pérez Ruiz

In the decade since the global financial crisis, 
the world economy has made a remarkable 
recovery and equity markets have reached 
record highs. Corporate profits have soared, 
taking up a far greater share of growth than 
wages. As a result, economic growth has 
failed to translate into a universal improve-
ment in living standards as the already 
yawning gap between the haves and have-
nots within countries continues to widen. 

If the West does not move fast, however, the 
shift in the balance of power may have gone 
too far for a rapprochement.

Confrontations over trade and tech-
nology risk boiling over into conflict, which 
could be economic, cyber or even military. 
Beijing is increasing defence spending by 
10% a year and recently promulgated a mili-
tary doctrine notably more aggressive than 
previous incarnations. 

Whether the Americans like it or not, 
only they have the global reach to guard 
democracy, lead efforts to restore interna-
tional equilibrium and ensure China’s rise 
benefits the whole world.

Benjamin Franklin is said to have 
told the leaders of the fledgling USA that 
they must ‘all hang together or we shall 
hang separately’. That warning holds just 
as true today for America and its allies.l

Anders Fogh Rasmussen was Secretary General 
of NATO from 2009 to 2014 and previously Prime 
Minister of Denmark between 2001 and 2009. 
He is chairman of the consultancy Rasmussen 
Global, which he founded in 2014.

‘Florence became the centre of 
the Renaissance partly because 
its financial elite realised 
that investing in education, 
particularly of the poor, was 
the key to the future’
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‘What matters are the measures 
a populist government adopts 
to tackle inequality and help 
low earners who feel squeezed’ 

‘The world macroeconomic 
stage is standing on stilts 
above a current pulled by the 
forces of policy changes and  
an ageing business cycle’
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SETTING THE STAGE FOR POPULISM 
OVER DECADES, CORPORATE PROFITS HAVE TAKEN A GROWING SHARE OF THE US ECONOMY 
WHILE THE PROPORTION THAT GOES TO EMPLOYEES HAS FALLEN

This has fostered a dissatisfied left-behind 
class, whose needs are not being met by the 
traditional political parties, which tend to 
represent the interests of the wealthy and 
highly educated elites the world over. The 
stage was set for the rise of populist parties, 
from the US to Mexico to Brazil to Italy.

Populism itself is not automatically bad. 
The US founding fathers opened the 
Constitution’s preamble with the words 
‘We the people...’, language which if writ-
ten today would seem deliberately populist.  
What matters are the measures a populist 
government adopts to tackle inequality 
and help low earners who feel squeezed. 
Positive policy that can address these chal-
lenges includes measures that directly  
help low earners, such as cutting taxes, 
raising the minimum wage and increasing 
fiscal spending. 

Last year, French President Emman-
uel Macron, who came to power on a 
platform of representing neither of the 
traditional political parties, initiated an 
€8 billion spending programme address-
ing early childhood education and train-
ing for youth. By focusing on young people, 
the policy aims to address the intergen-
erational poverty trap that keeps the 
poor poor. Of course, there have also been 
unpopular policies under Macron – hence 
the rise of the yellow vests. The point of 
highlighting this example is not to pick 
France out as the star populist student, but 
to emphasise that positive populist policies 
are feasible.

Unfortunately, there are as many, if 
not more, instances of bad populist policy 
in action as good. Examples include protec-
tionism and trade barriers, nationalisation 
of industry and tax rises. The most obvious 
case is the US-China trade war, which has 
put the global economy on notice. But just 
south of the American border is another, 
where the Mexican president’s austerity 
spending cuts have put off business invest-
ment, as have his efforts to squeeze private 
companies out of the energy sector. The 
result is that Mexico’s economy has nose-
dived towards recession since President 

Andrés Manuel López Obrador took office 
last December after being elected on a plat-
form to restore growth and eradicate poverty.

Of course it would be remiss to omit 
reference to Brexit, which is the culmina-
tion of a process where an economically 
overlooked group that felt abandoned by its 
institutions expressed its frustrations in the 
ballot booth. The UK now has its own popu-
list leader in Boris Johnson, whose Brexit 
agenda has appealed to populist sentiment, 
in part to rebuff the rising challenge of the 
nationalist Nigel Farage’s Brexit Party. On 
taking office, Johnson announced a bold 
spending plan, covering all the key popu-
lar areas, from education to the National 
Health Service to the police. Boosting these 
areas should address a lot of the frustrations 
of the squeezed middle and lower classes, 
but will he be able to fund his programme 
as the British economy falters, never mind 
what happens with Brexit? And will it be 
enough to keep the now polarised union of 
the United Kingdom from disintegrating?

Crucially, the difficulty of imple-
menting populist reforms that are also 
beneficial to an economy distorts the 
normal distribution of potential returns to 

investors. The result is a very narrow prob-
ability of expected returns with two long 
tails. The normal, traditional investment 
process must be adapted to this new reality. 

The world macroeconomic stage is stand-
ing on stilts above a current pulled by the 
forces of policy changes and an ageing 
business cycle. For investors, this calls for 
caution and quality, while staying posi-
tioned to take advantage of tactical oppor-
tunities. And all the while, we should never 
take an eye off the economic tide.l

César Pérez Ruiz is Chief Investment Officer,  
Pictet Wealth Management

Sources: Pictet WM-AA&MR, Bureau of Economic Analysis and Thomson Reuters

But future financial performance cannot 
rely on capitalisation rates – ratio of net 
operating income to value – continuing to 
fall and create returns as they have done 
consistently over the past decade.

Instead, returns will be driven by the 
other main variable: rental growth. Two 
factors will lie behind that growth: first,  
the dynamics of supply and demand; and 
second, assets that can command higher 
rental value. Those assets will be character-
ised increasingly by smart, tech-enabled 
buildings and those that reflect the environ-
mental and ethical values their occupants 
aspire to.

The need to minimise the climate 
impact of buildings and the challenge of 
ensuring major cities do not become unaf-
fordable for significant parts of society will 
become ever-more important factors 
in investment decisions.

Companies are already feeling pressure  
to act as good corporate citizens from 
tenants, NGOs, regulators, the risk of nega-
tive publicity and – increasingly – inves- 
tors themselves.

Families are leading the way. Sons and 
daughters are increasingly willing to speak 
up to ensure their parents’ decisions fully 
respect the environmental and ethical 
dimensions, even if that means sacrificing 
some financial returns. 

Real estate has been slow to face up to 
its climate responsibilities. According to the 
United Nations, buildings and construction 
account for 39% of energy-related carbon 
dioxide emissions worldwide, the biggest 
contribution of any sector. Production of 
materials accounts for 11 percentage points 
of that total because cement and steel are 
extremely energy-intensive to manufacture.

Smart refurbishment that builds in 
waste-saving technology and energy pro-
duction is increasingly seen as a greener 
option than demolition and rebuilding. Old 
structures can often be improved in simple 
ways, such as – where appropriate – installing 
new low-cost valves that redistribute heat 
around a building rather than letting it 
accumulate on higher floors. 

For new buildings, construction sites 
will become more high-tech and less waste-
ful. Robotic bricklayers can work at 10 times 
the rate of the most skilled human and with 
greater precision. 

Building designs need to be reengi-
neered to cut emissions and build in energy 
generation. Structures need to be flexible  
to respond to changing transport habits. 
For example, some above-ground parking 
garages in office blocks are already designed 
for easy conversion to workspaces if 
employees of the future arrive in autono-
mous vehicles instead of private cars.

 

The second concern dominating real estate 
will be the need to ensure people can afford 
to live close to the city centres where they 
want to work and socialise. The threat of 

By any standard, real estate has enjoyed an 
extraordinary run of success. Over the past 
decade property has benefited because, in 
the investor’s view, it has brought two great 
advantages. The first is downside-risk miti-
gation – the security of bricks and mortar 
– while the second is safe current income in 
a low interest-rate environment.

These, combined with ever-increasing capital 
values, have positioned property as one of the 
preferred asset classes. However, the sector is 
now experiencing a fundamental shift.

Parts of the market in Europe appear 
near the top of the cycle. For example, it is 
hard to justify some of the values seen in 
places such as central Paris or Munich in 
terms of likely future growth. 

The good news is that there is little 
prospect of a crash because European 
central banks are still unlikely to raise rates. 

REAL ESTATE LAYS 
FOUNDATIONS  
FOR A RELAUNCH
Zsolt Kohalmi foresees that the combined influences  
of ethical investing and technology will help transform  
a previously conservative industry

‘Cities that let themselves 
become polarised damage 
their own futures as  
more savvy competitors  
attract young professionals 
and entrepreneurs’
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‘The contributions and 
resources buried by  
inequality far outweigh  
any supposed gains’

Source: United Nations Economic and Social Commission for Asia and the Pacific
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EXCLUDED FOR TOO LONG: THE 
UNTAPPED POWER OF ASIA’S POOR
By opening up opportunity and tackling inequality, the region can 
remove the greatest barrier to converting its world-beating economic 
growth into genuine development, argues David Gaud

harmful inequality grows whenever costs 
spiral. Only the wealthiest or the poorest 
living in public housing remain, while 
those in the middle are squeezed out.

Cities that let themselves become 
polarised in this way damage their own 
futures as more savvy competitors attract 
young professionals and entrepreneurs. 

The shared economy is starting to 
provide solutions. Co-living lets people 
trade floorspace for location. Instead of a 
50sq m apartment, they may rent a flat half 
that size; kitchens, dining spaces and work 
areas are communal services often booked 
by the hour. Rent per square metre is higher 
than for bigger flats, satisfying the investor, 
but the total per apartment is lower and 
tenants gain more opportunity to socialise 
in the shared spaces. They also save on travel 
costs compared with living in the suburbs. 

Co-living mirrors the boom in 
co-working spaces, where start-ups rent a 
few desks by the month or hour at a fraction 

Economic growth is like a turbulent child. 
It progresses by testing boundaries and 
pushing beyond them. It tends to behave 
without regard for others and is reluctant 
to proceed by steps or pause for assessment. 
Should it go unchecked for too long, it may 
develop deeply engrained harmful habits 
alongside its successes.

Asia, with its terrific economic pace and 
strong prospects, bears testament to this 
fundamental tension. As wealth develops, 
so does the stigma of inequality.

Across the Association of South East 
Asian Nations (Asean) countries, since the 
great financial crisis of 2007–08, annual 
GDP growth has exceeded 5%, far higher 
than the rest of the world. But the proceeds 
have gone to fewer citizens. In Thailand, 
the richest 1% control 58% of the wealth,  

a record high, according to the Asean Post. 
In Indonesia, the four richest men have 
more wealth than the poorest 100m people. 
In the Philippines, the average annual 
family income of the top 10% is nine times 
that of the lowest 10%, US$14,000 versus 
US$1,600. These are still relatively low 
absolute amounts, but they already warn of 
a growing chasm. 

This process is not unique to Asia. 
Jean-Jacques Rousseau, the 18th century 
Genevan philosopher, described how 
economic growth stemming from a basic 
right of subsistence generates inequal-
ities and social prisons where the sense  
of public good is lost. He portrays this  
mechanism as ineluctable, a kind of neces-
sary imperfection.

Inequality that exists in many forms across 
different parts of Asia provides some of the 
clearest examples today of the dysfunc-
tions Rousseau described. In particular, 
women in many places are still deprived 
of the share of both wealth and rights that 
they deserve. The search for productivity 
too often comes at the expense of the weak-
est and least protected.

Inequalities limit the chances for 
converting economic momentum into 
fully fledged development. By contrast, the 
spread of equality differentiates develop-
ment from mere growth. It helps to repair 
the dysfunctions that emerge in the early 
stages of economic progress. Then a soci-
ety can move forward to the next level, 
where development transcends economic 
cycles. Improvements in mortality, liter-
acy, poverty and life expectancy accelerate 
together and reach all corners of society. 

There is a widespread perception that 
equality is a burdensome luxury added late 
in the expansion cycle, which if introduced 
early will put a brake on progress. Concen-
tration of power among a few is sometimes 
justified as more efficient and resilient.

Experience shows, however, that fail-
ing to promote equality from the start can 
create dangerous gaps. There is discrim-
ination in working conditions and sala-
ries across Asia against not only women, 

but migrants, human-trafficking victims, 
ethnic minorities, indigenous people and 
those living with disabilities or long-term 
illnesses such as HIV. Overall, according 
to the International Labour Organisation, 
more than 60% of the working population 
in Asia is considered vulnerable, including 
the self-employed, part-time or temporary 
workers and unpaid family labourers. 

These people may provide a cheap and 
flexible workforce in the short term, but in 
the end, the contributions and resources 
buried by inequality far outweigh any 
supposed gains. Sustainable expansion 

will come from equal rights for the mass 
of people to access services such as credit, 
healthcare, information, education and 
mobility. Large-scale exclusion is toxic and 
may lead to growth missing its rendezvous 
with development. Equalities are the inclu-
sive tool, the compass to get there.

Their importance can be hard to 
measure in precise economic terms, but 
evidence abounds for the long-run bene-
fits. The exceptional development success of 
Singapore rests on many factors. Among the 
most important is the city state’s capacity 
to attract a broad range of talent thanks to 

of the cost of complete offices. The build-
ings provide common services as well as a 
lively, buzzing atmosphere.

These shared-space buildings are 
where the service approach of the hospi- 
tality industry is most clearly influencing  
real estate. 

The industry is in dire need of a techno-
logical upgrade. For example, IT budgets are 
just 1.5% of revenue, the lowest of any major 
sector in a recent study. It is high time prop-
erty experienced the technology-driven, 
consumer-friendly disruption already seen in 
retail, media, travel and entertainment.

If cities are to reap the full potential, 
regulation will have to become more 
nimble. In many places, co-living develop-
ments are hampered by outdated minimum 
space requirements.

Public authorities should also open up 
the oceans of real-estate data they possess.  
A few specialist proptech (property technol-
ogy) firms are working on extracting usable 

information from planning records hidden 
in pdf files, a scarily non-digital format in a 
digital age. 

Further ahead, blockchain technology 
has the potential to accelerate transactions 
and spread ownership. In June 2019, a resi-
dential building in Paris became the first 
property in Europe to be sold entirely by a 
blockchain transaction, which divided own-
ership into tokens costing as little as €6.50.

In the short term, the changing world 
of real estate may sacrifice some short-term 
financial gains for wider social and environ-
mental benefits. 

But in the longer term, the investors – 
and cities – that adapt best will also provide 
the greatest return as their buildings attract 
a higher value in a more purpose-driven 
world. This will turn into a win-win that is 
well worth waiting for.l

Zsolt Kohalmi is Global Head of Real Estate  
and Co-CEO, Pictet Alternative Advisors
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LATIN AMERICA NEEDS  
A NEW DEAL
The region can only catch up with the world if it invests heavily 
to fix critical failings. But to achieve this, political leadership has 
to be transformed, says Alfonso Prat-Gay, former Finance 
Minister of Argentina

Five years have gone by since the end of the 
last commodity boom and Latin America 
has been struggling ever since. Growth has 
come to a halt: real average per capita 
income is consequently lower now than in 
2014. The social progress that took hold 
throughout the region on the back of 
improving terms of trade has switched 
gears: poverty rates are now on their way up. 

While some of the smaller countries are 
trying to buck the trend, overall Latin 

‘Latin America can no longer 
afford to keep missing out.  
It needs some heavy fixing. 
And it needs it now’

‘Productivity growth has been 
running at one-third of Africa’s 
for more than a decade’

American performance in the past five years 
has been worse than in any other five-year 
period in recent and not-so-recent history. 
Even though it is already beating most 
world records, Venezuela’s social, political 
and economic crisis is, sadly, far from reach-
ing the bottom; Brazil is finding it harder 
than envisaged to leave behind its worst 
recession ever; and Argentina last year 
shocked the world with the largest-ever 
IMF rescue programme, which has yet to 
deliver palpable benefits to its people. 

Further north, Mexico is facing political and 
geopolitical shocks of a completely new 
nature and its economic stagnation remains.

Five years of significant underper-
formance relative to the rest of the world do 
look enough to make a trend — a worrying 
one. Productivity growth has been running 
at one-third of Africa’s for more than a 
decade now and barely the same pace as 
ageing western Europe. 

It is becoming increasingly clear that 
longstanding structural problems were not 
properly addressed during the boom years: 
they were merely brushed aside (again, with 
a few notable exceptions such as Peru, 
Paraguay and Colombia). Now the (com-
modity) tide has gone out — prices of Latin 
raw materials trebled from 2004 to 2014, 
only to give up more than half of those gains 
since. This has left most Latin American 
countries looking like naked swimmers left 
stranded on the sand.

Latin America can no longer afford to 
keep missing out. It needs some heavy 
fixing. And it needs it now.

The things that need fixing are, first, 
to address once and for all the curse of low 
investment in some critical neglected areas 
and, second, to overcome some worrisome 
obstacles that have emerged more recently 
to add to the ongoing difficulties. 

The three key areas that need an invest-
ment leap are education, innovation (R&D) 
and infrastructure — a well-known source of 
weakness for decades in the region.

Secondary school attendance needs to be 
increased significantly and governments 
must allocate the resources and design the 
long-run policies that will deliver on this 
front. Only about 60% of 25-year-old Latin 
Americans have completed secondary 
school. This compares to 95% in the US, 
Western Europe and most of the successful 
Asian countries. Such a shortfall, already  
a productivity spoiler for competing in  
an industrial world, has become an abso-
lute necessity in an Artificial Intelligence 
(AI) world.

In fact, innovation has become the 
best leap-frogging opportunity for Latin 
America in more than a generation as the 
region becomes home to some of the new 

technological giants, and their rise starts 
catering to large, marginalised segments of 
the population. Yet, both governments and 
incubators need to do more: investment in 
R&D is still significantly lower than in 
India, China, the US or western Europe, 
when measured as a percentage of GDP. 
Legislation that promotes and unleashes 
the proven world-class creativity of many 
Latin entrepreneurs needs to be approved 
and updated constantly.

Finally, investment in infrastructure needs 
a significant upgrade. Like education, infra-
structure improves productivity and 
fairness alike, and it comes along with pal-
pable, large multiplier effects. At barely 
2.5% of GDP, Latin America’s infrastructure 
investment bill is even lower than Africa’s. 
The region needs to increase that pace by  
at least 50%; this will require close to  
US$10 trillion over the next decade, a massive 
challenge in the face of still-fragile fiscal  
balances across most of the continent.

An obvious question then is how will 
Latin America manage to finance the heavy 
private and public investment it needs to 
finally catch up with the world, given its per-
manently low levels of domestic savings? 
This brings me to the two newfound obsta-
cles that need to be tackled before we can 
even dream about a Latin New Deal.

First, corruption scandals, though 
certainly not a novelty, have now become a 
major hurdle against public investment as 
welcome investigations spreading through-
out the region unveil well-established, 
filthy connections between governments 
and public contractors. As presidents, min-
isters and business tycoons are being jailed, 
risk aversion has lifted significantly the 
breakeven rate of return for most large-scale 
projects. It will, however, remain exces-
sively high until the dirt is fully revealed 
and cleaned from the system. The sooner 
the judiciary in most of these countries gets 
the job done, the better the prospects for 
economic development.

Second, voter discontent is spreading 
through the region, as it has done in many 
areas of the developed world. Honeymoons 

have collapsed, such as in Brazil, Chile and 
Colombia, and incumbent reformers are 
facing huge re-electoral challenges — most 
notably in Argentina this month. Lack of 
growth, rising inequality and the percep-
tion of widespread corruption are putting 
traditional parties under pressure, with 
weak governments ensuing. For this reason, 
the political preconditions required to turn 
around engrained economic underper-
formance are seemingly absent — just when 
we need them most.

Sadly, political leadership is just as 
scarce as the badly needed investment. 
Charismatic, inspirational, trustworthy 
and transformational leaders are wanted. It 
took a president of Franklin D Roosevelt’s 
calibre to power the US out of the Great 
Depression with the original New Deal. 
Latin America could use one or two FDRs.l   

Alfonso Prat-Gay was Finance Minister of 
Argentina from 2015 to 2016. He previously served 
as President of the Central Bank of Argentina from 
2002 to 2004. 

‘The argument that equality 
is costly is readily debunked  
by examples such as healthcare 
reform in Thailand’

its long-established equal right to practise 
religion freely. With more than 250 identi-
fied religions and a true spirit of tolerance, 
which is not universally shared across Asia, 
Singapore provides an example of the long-
term economic virtues of equality. 

Those virtues can be fostered when equal-
ities are placed right at the core, embedded 
in the spirit of a country’s laws. This helps 
prevent a minority from shaping the system 
to its own advantage. The 2019 general elec-
tion in India demonstrated how equal rights 
to vote can bring legitimacy and consent. 
Among the 900m eligible Indian voters, 
participation exceeded 67% for both women 
and men, a record high for the country. 
During its first mandate, the government 
of Prime Minister Narendra Modi adopted 
courageous but unpopular reforms. He 
risked defeat but was instead rewarded with 
a landslide victory by voters who appear to 
have viewed the problems encountered by 
his policies as short term and to have seen 
beyond them. This endorsement and the 
level of participation suggest a strong sense 
of justice, inclusion and cohesion among  
the population. 

The argument that equality is costly 
is readily debunked by examples such 
as healthcare reform in Thailand. It was 
decided to provide coverage for as many 
citizens as possible with a low initial 
limit rather than greater entitlement for 
a smaller number. Today, 98% of the Thai 
population are covered without excessive 
pressure on the state’s finances. Health 
spending amounts to 4% of GDP, the same 
level as 20 years ago.

The path to equality is a long quest 
and Asia is not alone in offering a picture of 
contrasts. The duty not to fail the weakest 
is paramount in a region creating wealth 
faster than anywhere else in the world. The 
combination of labour, capital and merit 
develops optimally when rights and wealth 
are enjoyed equally. Future growth and 
extra GDP per capita will spring from the 
seeds of equality planted today.l   

David Gaud is Chief Investment Officer Asia, 
Pictet Wealth Management
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It seems as though everyone is obsessed with 
the future. What will future digital markets 
look like? Will artificial intelligence (AI) 
create a positive or negative future? What 
will the future of work look like? How can we 
better prepare our businesses and families 
for the future? In our rush to peer forward, 
we are missing many of the early indicators 
of how our current digital culture and our 
present actions are shaping the very future 
we are scrambling to predict. 

New products, new markets and new tech-
nologies do not happen in a vacuum. They 
emerge as a direct product of the cultural 
context of innovation, which includes our 
relationship with technology and our atti-
tude about its value and role in our lives. 
Take Big Data, hailed by many executives as 
‘the new oil.’ At first, this description seems 
apt: data is a valuable and plentiful resource 
that can be extracted, refined and sold. It is 
easy to think of data as something that is 
impersonal and separate from the humans 
who are creating it. 

And yet, every day we share our loca-
tions, our search queries, our caloric intake, 

our sleep quality, our hormonal state, our 
favourite movies and books, our closest rela-
tionships, our purchasing patterns, our 
conversations and our habits. We live in an 
age of normalised digital intimacy, where 
we share our most private thoughts with 
our devices without a second thought. Data 
is not the new oil; it is the new blood.

To put it another way, the data we are 
sharing is an extension of our identities: 
who we are, our hopes, our fears and our 
deepest secrets. We overlook this human 
cost, forgetting that these ‘insights’ we are 
chasing to improve business functions are 
being ‘mined’ from real people. If we do not 
think data is a precious human by-product 
that should be respected, then none of the 
products and services that are created 
within this technological context will 
mirror that understanding either. If 
human-centricity is not at the core of your 
innovation strategy today, how can you 
expect your products and services to create a 
human-centric tomorrow?  

Our technological landscape is domi-
nated by a handful of powerful companies 
that have created information pipelines, 

propelling the rise of the first global digital 
culture through the unprecedented 
exchange of ideas, content and philosophies 
across borders and oceans. As policymakers 
struggle to counteract the rise of misinfor-
mation, protect consumer data privacy and 
address the misuse of social networks by 
malicious actors, they often only examine 
how the technology is being applied instead 
of deep-diving into the values and world-
views that are embedded within the code of 
the platforms themselves. 

Technology is the manifestation of belief 
systems, and each one of these organisations 
has a specific idea of what they believe the 
future should look like. Whether it is Mark 
Zuckerberg’s push for radical transparency, 
Jeff Bezos’ ambition of a globally connected 
supply chain or Jack Dorsey’s belief that 
complex ideas can be summarised into 280 
characters, their views are actively shaping 
the world we live in today. Technology not 
only enables the global exchange of ideas, 
but itself contains values and norms that 
influence not only our behaviours, but entire 
economies and societies as well. As individu-
als, our use of these platforms translates into 
an endorsement, and we become active 
co-creators of bringing that vision to life. 

We talk about the future as though one 
day we will wake up and it will have sud-
denly arrived. The irony is that in order to 
predict a better future, we must invest in a 
better today. Leaders must be concerned with 

‘We live in an age of 
normalised digital intimacy, 
where we share our most 
private thoughts with our 
devices without a second 
thought. Data is not the new 
oil; it is the new blood’

the technological conditions we are actively 
creating in the present. Instead of asking 
‘will AI be good or bad for the future,’ we 
should be asking: ‘whose vision of the future 
are we currently supporting through our 
investment of capital, attention, and time?’ 

Consider the fact that in our rush to 
‘future-proof’ careers, we became so 
focused on funnelling kids towards STEM 
(science, technology, engineering and 
maths) careers at the expense of the arts, 
history, sociology and other human-centric 
disciplines. What is the result? We have a 
generation of brilliant technical minds that 
know how to code, but not what to code; 
that understand the algorithms, but not the 
human context needed to deploy them ethi-
cally. Will we be surprised when the world 
they dream up also prioritises technology 
over empathy? Companies are already 

struggling with the unintentional conse-
quences of biases. We have seen hiring 
algorithms exclude women from recruiting 
pipelines and social media filters that beau-
tify users by whitening their skin tones. We 
all have biases and we need to be extra 
careful about what we pass on to machines 
as we teach them how to interpret our 
complex world. Otherwise, how can we be 
surprised when those same biases are 
amplified at a large scale in the tools we 
build for tomorrow? 

The good news is this: it is not too late 
to make positive changes. This is not a tech-
nology issue, it is a leadership issue that 
requires focusing on the implications of 
today’s decisions. As investors we can insist 
on supporting organisations whose vision 
of the future is one that is sustainable and 
ethical. It is the only thing we can do and it 

is the only thing that matters. If we do not 
actively push for diversity, ethical stand-
ards, data protections, transparency, 
oversight and equality today, then we 
should not expect them to appear magically 
in the future.l

Rahaf Harfoush is Executive Director of the Red 
Thread Institute of Digital Culture and best-sell-
ing author of several books, including Hustle and 
Float: Reclaim Your Creativity and Thrive in a 
World Obsessed with Work, released in 2019.

The growing wealth of women is reshap- 
ing financial services around the globe  
as radically as it is changing the face of 
entrepreneurship.

By next year, 32% of world wealth – around 
$72 trillion – is forecast to be held in female 
hands, according to forecasts by Boston 
Consulting Group. Women are also 
expected to inherit 70% of assets passed 
down over the next two generations.

This transformation represents an 
exciting opportunity for wealth managers 
to expand their business – provided they 
adapt successfully.

Until now, financial services have 
been slow to catch up. Women hold just 15% 
of executive posts in banking, according to 
research by Insead. Only 10% of the leading 
portfolio managers monitored by Citywire 
are female.

Change is now on its way and will 
affect the whole industry, including Pictet. 

THE FUTURE TRAP 

WOMEN TAKE CENTRE STAGE  
IN FINANCIAL SERVICES

Tomorrow’s technology will shape the way we live. Rahaf Harfoush 
warns that we must focus on the values of the people and organisations 
designing the digital future today or we risk a world where ethics and 
the needs of humanity are sidelined 

Client pressure and competition for the best recruits are  
pushing equal opportunities to the top of wealth managers’ agendas, 
writes Christèle Hiss Holliger
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In private banking, social shifts in the client 
base are exerting direct pressure. Even  
in families where men are the primary 
wealth creators, wives and daughters are 
playing an increasingly prominent role in 
decision-making.

Particularly among younger genera-
tions, people are used to dealing with both 
sexes on an equal basis in all spheres of their 
lives. They may even find it uncomfortable 
or outdated to be faced with an exclusively 
male client team when discussing family 
wealth. This, among other facets of diver-
sity, could be a decisive factor when they are 
choosing who to develop a long-term 
working relationship with. 

Pictet recognises the need to promote, 
retain and recruit more women. Senior 
management is confronting the challenge 
head-on by reviewing the bank’s culture 
and practices to remove both visible and 
invisible barriers to women’s progression.

The starting point is to build 
women’s self-belief in their ability to win 
promotion and speak up for themselves.

In early 2018, Pictet Wealth Manage- 
ment (PWM) launched a women’s leader-
ship programme, which began with a 
two-day residential workshop for 35 senior 
women, a mix of relationship managers, 
investment experts and wealth planners. 

During this pilot event, participants 
discussed their aspirations and develop-
ment needs – and identified such issues as 
the shortage of female role models and the 
challenge of speaking up in a predomi-
nantly male environment. 

Soon after the workshop, a sub-group volun-
teered to create Pictet Women’s Network. The 
focus is on organising inspiring events that 
feature both internal and external speakers 
with the aim of providing support, mentor-
ing and networking opportunities for female 
employees. While the events are targeted at 
women, they are open to anyone in the Group 
and they provide a platform to share experi-
ences, thoughts and best practice. This is 
another step in promoting diversity of ideas, 
experience, origin and gender.

In parallel, Pictet also increased the 
number of lunch and learn sessions, work-
shops and talks on the topics of diversity 

and inclusion. The objective is to promote 
awareness in key areas such as how anyone’s 
decisions may be influenced by unconscious 
biases, but also to provide a moment for 
staff to share and reflect on the current situ-
ation at Pictet and how to improve it.

Shifting attitudes takes time, but Pictet 
is also making immediate concrete changes.

In February 2019, a comprehensive 
flexible-working scheme was introduced, 
which includes abolishing formal office 
hours and introducing annualised part-
time. Anyone can request a change in their 
working pattern. There is no fixed list of 
acceptable reasons. Some staff may take up 
flexibility because they are parents or care- 
givers; others do so to volunteer for charity 
or work on personal projects.

So far, applicants have been evenly 
split between men and women, and the idea 
of flexibility has attracted some of Pictet’s 
most experienced bankers, who feel ready 
to start delegating some responsibilities 
while maintaining their client relation-
ships. This is an effective way to help teams 
plan management succession and achieve a 
smooth transition.

Evolution of this kind has to be 
managed carefully. Flexible working, for 
example, must not impinge on the service 
Pictet offers clients or weaken the ties that 
bind staff. 

Pictet is also overhauling the way it 
attracts new employees. External recruit-
ment partners have been briefed to widen 
the diversity of candidates in terms of sex, 
but also ethnicity, education and social 
background. The goal is to include at least 
one strong female candidate on every short-
list and there should be very few cases where 
this is not possible.

A significant majority of young 
people educated to university level in devel-
oped countries are female, according to the 
OECD, so any employer that appeals less 
to women puts itself at a severe disadvan-
tage. Pictet is countering traditional 
perceptions by increasing its presence at 
campus recruitment events to highlight the 
attractions of finance as a career and how 
fast it is changing. 

Pictet’s approach is about widening 
the pool of talent – and developing a genu-
inely inclusive culture for women and staff 
from diverse origins. At the same time, 
quotas in either recruitment or promotion 
would be unhelpful. Talented people could 
lose out unfairly. Clients also need to remain 

confident that the people looking after their 
interests are there on merit alone. 

Enthusiasm for the changes Pictet is 
making is palpable – as measured by a 2019 
employee survey, in which 90% of its 4,300 
employees said they would recommend it as a 
good place to work.  Some of the greatest 
champions are staff, both male and female, 
who have daughters and want to ensure Pictet 
is an employer their children would work for.

It is a long journey, but the overall goal for a 
50-50 male-female split in recruitment and, 
in the longer term, senior management 
roles, is worth fighting for. 

Businesses benefit from a diverse 
workforce in today’s world. They must 
guard against any perception of unfairness, 
which risks damaging morale inside an 
organisation as well as its external image 
and ability to grow. In short, equal opportu-
nities mean equally good business.l

Christèle Hiss Holliger is Head of Human 
Resources,  Pictet Wealth Management

‘In private banking, social 
shifts in the client base are 
exerting direct pressure’

‘The starting point is to build 
women’s self-belief in their 
ability to win promotion’
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We all have a responsibility to prepare for the future, and 
in so doing we should keep a firm eye on the world we will 
leave  behind us.

As such, the ability to harmonise the needs of the pres-
ent with those of the future is at the heart of any family’s  
success at protecting its wealth for coming generations. 

This is a tradition that has always guided Pictet as it 
works with families in their future planning. Since it was 
founded 214 years ago in Geneva, the Bank has grown  
continuously through periods of both calm and chaos in  
Europe and beyond. And we intend to continue doing so 
for generations to come.

It was in this spirit — of constant readiness — that we 
gathered recently as partners to identify the main  
macro-level themes we believe will drive change globally 
over the next decade.

In brief, they are:

–  Growth of private assets. We believe the decline in public 
listings and growth of private equity-backed businesses 
is a long-term trend.

–  Technological disruption. Many industries including  
finance have yet to experience the full impact of innova-
tions such as blockchain.

–  The rise of Asia. The region’s share of GDP and household 
wealth will soar, while Europe and the US will either 
flatline or fall.

–  Sovereign debt. Despite attempts at deleveraging since 
2008, it is increasing and poses significant risk.

–  Financial protectionism. Trends within nations such as 
reactions to migration and discontent over inequality are 
pushing elements of globalisation into reverse.

–  Changing interactions between businesses and cus- 
tomers. What consumers require from companies will 
evolve owing to trends such as ageing populations, pri-
vacy concerns and growing demand, especially among 
the wealthy, for personalised goods and services. 

–  The search for a sense of purpose. A business’s value will 
increasingly depend on its ability to identify and mone-
tise the environmental and societal challenges that people 
care about.

These changes will require many businesses to move away 
from what has become an increasingly short-term focus. 
Pictet’s purpose of helping families protect and expand 
wealth across generations is inherently long term. The 
Group has had only 43 partners in its history, each serving 
an average 21 years. By contrast, the average CEO of a listed 
US company stays just four-and-a-half years. 

Our long time horizon is embedded in Pictet’s culture, 
meaning many of us will experience the consequences of  
decisions we make today. There is no better discipline  
than that. 

Successful investment requires the ability and the 
experience to blend daily, medium- and long-term per-
spectives in the right combination. We would like to 
think we have exactly the ingredients to do that.

We thank our clients for staying with us for the  
long term — and we thank our readers for their interest 
and attention. 

The Managing Partners, Pictet Group

The Pictet Group is a partnership of seven owner managers. It offers  
only wealth management, asset management and related asset services.  
The Group does not engage in investment banking, nor does it extend 
commercial loans. With CHF544 billion in assets under management  
at 30 June 2019, Pictet is today one of the leading Europe-based independent 
wealth and asset managers.

Headquartered in Geneva, Switzerland and founded there in  
1805, Pictet today employs more than 4,300 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.   

A SENSE OF PURPOSE:  
PICTET’S PERSPECTIVE ON THE FUTURE

ABOUT THE PICTET GROUP

A vision for the long term provides the framework for the right decisions today 
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