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Single Family Office Investment Performance 

 

Just found a recent article on the performance of investments made of 

single-family offices claiming that their returns were likely below those of 

other high net worth individuals. First off it is important to note when 

discussing single family offices that they need not relay their performance to anyone and 

often will not return the phone calls of journalists, publicists or surveys seeking 

information. This means that any reporting on this sector is skewed at best. 

I believe the article noted below to be off base in several ways. First, single 

family offices conduct more due diligence on hedge fund investments than their high net 

worth peers so if we are really comparing apples to apples here it would be hard to 

believe that those who conducted 4-10x as much research on their investments would 

perform worse in the markets. Second, single-family office HNW individuals are more 

likely to have their investments more diversified and invested in less straight equity 

portfolios. While diversification may not have helped much over the past year it could 

prevent 60%+ drops in portfolio value seen within some concentrated equity portfolios. 

The last reason why I believe this article is off base is because it refers to alternative 

investments made by single-family offices as a negative aspect of them. Recent 

performance indicators by the HFR and HedgeFund.net show that hedge funds have 

outperformed equities...would being in hedge funds then be an advantage? 

 

Here is the article referenced above: 

Dugan said: ñIn many cases the credit crunch has hit family offices harder than the high 

net worth.ò 

He said that the tendency of single family office portfolios being highly exposed to 

alternative investments ï which in some cases last year comprised as much as 50% of 

investments in hedge funds, private equity and other alternatives ï has hit the very 

wealthy harder. 

Alternatives are expected to comprise a significantly smaller proportion of family office 

portfolios in the next few years, said Dugan, who made his comments at the release of a 

report by Merrill Lynch and Campden Research, a London-based publishing company, 

into single-family offices in Europe. source 

 

 

http://familyofficesgroup.com/
http://familyofficesgroup.com/
http://www.wealth-bulletin.com/home/content/1053574230/
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Hedge Fund Manager List 

Over the last 12 months our team has received around 100,000 emails 

from professionals who have came and visited our websites. Many of 

these emails are in regards to accessing particular resources to help in 

career or potential client searches. 

 

Below please find various state-by-state hedge fund manager contact lists available for 

under $100 each. These contain contact details for various funds and may be instantly 

downloaded. 

 List of Hedge Funds in Massachusetts 

 List of Hedge Funds In Connecticut 

 List of Hedge Funds in New York 

 List of Hedge Funds in California 

 List of Hedge Funds in Chicago and State of Illinois 

 List of Hedge Funds in Dallas, Houston & State of Texas 

If you have been directed to this post via email we apologize for the less than personal 

response, please email us again if you have any further questions or concerns. 
 
 
 

 

Carried Interest Taxes on Hedge Funds 

 

In case you missed it last week Obama's new tax plan for 2010 calls 

for taxation of carried interest as ordinary income more than doubling 

what many will pay on taxes from such gains. Here is an excerpt from 

a related article: 

 

Executives at buyout, venture-capital and hedge-fund firms will pay an estimated $24 

billion more in taxes over nine years if President Barack Obama gets his way. 

 

Obamaôs 2010 budget proposal, released today, proposes raising taxes on the 

https://www.e-junkie.com/ecom/gb.php?ii=161647&c=ib&aff=24723
https://www.e-junkie.com/ecom/gb.php?ii=161636&c=ib&aff=24723
https://www.e-junkie.com/ecom/gb.php?ii=173484&c=ib&aff=24723
https://www.e-junkie.com/ecom/gb.php?ii=161632&c=ib&aff=24723
https://www.e-junkie.com/ecom/gb.php?ii=161644&c=ib&aff=24723
https://www.e-junkie.com/ecom/gb.php?ii=161644&c=ib&aff=24723
http://richard-wilson.blogspot.com/
http://richard-wilson.blogspot.com/
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managers by treating carried interest, the portion of profits they take from successful 

investments, as ordinary income instead of capital gains. That change would boost the 

tax rate, starting in 2011, to 39.6 percent for most executives from the 15 percent they 

now pay. 

The proposal applies to partnerships that receive a portion of the profits they make for 

their clients. It will likely reignite a debate begun in 2007 amid the biggest buyout boom 

in history, when firms including Blackstone Group LP and Och-Ziff Capital Management 

Group raised their profiles through public stock listings. While the House of 

Representatives approved the tax change that year, the measure wasnôt taken up by the 

Senate. 

 

ñObama and his team are up for a fight here,ò said George Teixeira, a managing director 

with accounting firm RSM McGladrey in New York. ñTheyôre missing key components of 

what these industries do.ò source 

 

 

 

Philanthrocapitalism | Suspicious about 
Philanthrocapitalism 
 

People are right to be suspicious about Philanthrocapitalism 

as a concept on its face. Too often rhetoric leaves the station 

before action and new behaviors board the train. We can all 

be better served by moving away from ceding authority to 

conceptual novelty and instead anoint best practitioners, all 

those that prove their chops by simply outperforming the 

status quo. A rather high standard these days. 

In that light Matthew Bishop's book, Philanthrocapitalism, is rightfully reporting on a new, 

converging awareness sparked by doing differently and succeeding at it. (I spoke with 

Matthew briefly at a conference late last year and found him erudite, sincere and spot-on 

regarding insights of some easily observed philanthropic plate tectonics and business 

evolutions). His writing is for the masses and as such is packaged so as to be easy to 

digest. Bishopôs primary truth is that there is an emerging movement of new behaviors 

that easily represent ñfully integrating passion of the heart with common sense of the 

headò underneath his coinage of Philanthrocapitalism. Since Matthew already shared 

some real world vignettes in his book, here are some categorical examples to more 

easily track these convergences afoot: 

http://familyofficesgroup.com/2009/03/philanthrocapitalism-suspicious-about.html
http://familyofficesgroup.com/2009/03/philanthrocapitalism-suspicious-about.html
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Venture Funds. Capitalists are backing a surprising number of new venture funds 

promising competitive returns plus social impacts. Many of these funds focus on 

investing in portfolio companies in underdeveloped local and regional economies (Africa, 

South Asia, Eastern Europe) so as to fill gaps and provide local wealth creation 

infrastructure (i.e. they invest in small and mid-size companies privately run by locals as 

opposed to micro-finance, which has been routinely criticized as merely affording 

households an opportunity for consumption smoothing instead of real wealth creation). 

See www.springhillequity.com as an example. 

 

Social and Mission Markets. Capitalists are creating online platforms to stimulate deal 

flow, due diligence, scrubbing and a host of routinely for-profit deal-making activities in 

order to upgrade social investments. One of the several most conspicuous failures of 

philanthropy over the past 100 years, in terms of social utility, is a pernicious lack of 

price discovery to buy a social good (e.g. how much does it cost to take a homeless 

person off the streets in Boston, In NYC, in LA? It sure would be nice to know that, 

wouldnôt it.). The behavioral difference here is that we finally get to a competitive 

marketplace for price discovery of philanthropic acts, thereby strengthening incentives 

for innovation and enabling social entrepreneurs to confidently answer three questions 

their investors should always ask of them: 

 

1. What am I buying here? 

2. Whatôs the probability Iôll get it? 

3. Is this the best use of my money? 

 

See www.missionmarkets.com as an example. 

 

Mission Related Investing. Foundations are also stepping up and now looking at new 

behaviors beyond their mandated (by the IRS) 5% per year, required distribution of 

grants and instead using their entire underlying 95% of corpus to support their social 

mission. Boutique firms are popping-up to serve this need, as itôs not chump change with 

hundreds of Billions in play and an average of 1% annual management fee for the 

pleasure guiding these investments. 

 

See www.imprintcap.com as an example. 

 

Corporate Responsibility, Sustainability and Social Investing. Hereôs an area where 

the victims of the Corporate PR marketing machine might rightfully wax cynical--do we 

http://www.springhillequity.com/
http://www.missionmarkets.com/
http://www.imprintcap.com/
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really trust corporations to do something good for society? Arenôt they really out just to 

plunder natural resources and make a buck as fast as possible? Problem here is that 

until the past 15 years nobody has really tested and then proven the assumption that 

you can do both as a company and prosper handsomely. Ray C. Anderson is one 

example of moving away from transaction-point, business-as-usual to comprehensive 

supply chain and product life cycle reclamation at his company, Interface (view 

Anderson on You Tube or read his book, "Mid-Course Correction" for more details). 

Sustainability campaigns and Social Investing professionals are also driving Corporate 

Responsibility with both carrots and sticks, as NGOs take brands down by campaigns to 

inform their consumers (read ñBrandedò by Michael Conroy) and institutional investors 

take proxies to the boardroom for better behaviors, sustainable profits and brand 

integrity. See www.ceres.org as an example. 

All this and much more is afoot and emerging from under the umbrella of 

Philanthrocapitalism. 

Rob Hanna 

Founding Partner / Social Wealth Partners 

rhanna@socialwealthpartners.org 

 
 
 
 

Philanthropic Giving Video 

View: Future of Private Banking -Financial Advisory Advice for Wealthy 

on Philanthr opy  

Here is a short video on philanthropic giving. While it strays a bit from the core topic of 

philanthropy there isn't much online about ultra-high net worth management or 

charitable/philanthropic giving by these individuals. The main point of this video is that 

the popularity of giving is on the rise and gifts directed through private banking 

departments and family offices will continue to rise over the next 5-7 years. 

 

 

 

 

 

 

 

Atrato Advisors Expands With New Hire  

http://www.ceres.org/
mailto:rhanna@socialwealthpartners.org
http://www.youtube.com/watch?v=945pJoubOp0&eurl=http://familyofficesgroup.com/2008/06/philanthropic-giving.html
http://familyofficesgroup.com/2008/06/philanthropic-giving.html
http://familyofficesgroup.com/2008/06/philanthropic-giving.html
http://familyofficesgroup.com/2008/06/philanthropic-giving.html
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 Atrato Advisors LLC announced today that 

Janna Sobolev has joined the firm as a partner. Ms. Sobolev brings over 10 years of 

expertise in quantitative analysis and risk management to the alternative investment-

consulting boutique. 

 

Ms. Sobolevôs hiring represents Atratoôs continued aggressive push toward the growth of 

its advisory practice, which was formed in response to the need for greater professional 

oversight of hedge fund investments following the worst year on record for the $1.4 

trillion industry. ñWhile no one wishes for this sort of investing environment, recent 

performance and adverse events are precisely the reasons why allocators should be 

looking for more bespoke analysis of their holdings and potential investments,ò says 

Brian Reich, Atratoôs president and founder. ñAn individualized consulting approach is 

particularly ideal as the multi-manager community is so heavily focused on balancing the 

pooled and often disparate interests of its many different investor types,ò he contends. 

ñIn our opinion, every investor is fairly unique with respect to their risk and return 

preferences, liquidity needs, and time horizon. That said, each investorôs solution should 

be based on the unique characteristics it presents.ò 

 

The addition of Ms. Sobolev amplifies Atratoôs platform, particularly from the standpoint 

of the firmôs quantitative capabilities and entrepreneurial culture. Prior to joining Atrato 

Advisors, Ms. Sobolev was running her own independent consulting business, Red 

Square LLC. Before forming Red Square, she was responsible for quantitative research 

and manager due diligence at Gleacher Fund Advisors. Ms. Sobolev is also a veteran of 

SAC Capital Advisors, where she worked on the quantitative risk management desk. At 

SAC, she was responsible for due diligence, market, trading, and operational risk 

management for prospective and existing portfolio managers on the firmôs trading 

platform. 

 

ñWorking with Janna will tremendously deepen our research, advisory, and consulting 

capabilities,ò says Mr. Reich. ñInvestors and fund managers, especially in this 

treacherous environment, are highly demanding of those advising them. Atratoôs 

business can only continue to be successful if weôre constantly evolving and growing the 

depth and scope of our offering. In bringing Janna on board, we make an immediate 

leap forward in that respect.ò 
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Atrato Advisors was formed in October 2008, and its mission is to provide high-quality 
investment advisory and strategic consulting services to the hedge fund allocator and 
manager community. The firm was founded by Brian Reich, who formerly headed Hedge 
Fund Research globally at Deutsche Bank Private Wealth Management and Cantor 
Fitzgerald & Co. Inquiries should be directed to Mr. Reich at (212) 582-2200 or by email 
to breich@atratoadvisors.com. Permanent Link 
 
 

 
 

Hedge Fund Risk Management 

 Below is a short guest post by Peter Curley of Nirvana Solutions: 

 

Before the financial crisis the hedge fund industry was an industry fixated on 

returns. The industry claimed to have figured out a way to offer out-sized 

and absolute returns, no matter the market conditions. The crisis and the 

subsequent blow-up of hundreds of funds have reacquainted everyone with return's alter 

ego - risk. In this new world, investors are now demanding an intimate knowledge of the 

type and level of risk involved in generating returns. Managers that hope to raise capital 

in this environment will need to demonstrate that they have given as much thought to 

risk mitigation as they have to generating alpha. The following are the major types of risk 

and how a hedge fund can manage them: 

 

1 - Portfolio Risk - The recent market volatility exposed some of the drawbacks of the 

legacy technology used by many hedge funds to understand their portfolio risk. 

Managers were forced to navigate the markets with systems that could only offer 

outdated views (typically end-of-day reports) of risk and return. These legacy portfolio 

management systems struggle with real-time reporting because they pre-date the advent 

of the FIX (Financial Information Exchange) protocol and therefore cannot not display 

the real-time impact of executions on a fund's risk and return profile. This lack of real-

time transparency can no longer be tolerated. Newer, real-time portfolio management 

systems place the FIX protocol at the center of their activities and ensure that a manager 

has an execution-by-execution real-time view of risk and return. 

 

 

2 - Counter-Party Risk - The demise of Bear Stearns and Merrill Lynch, and the 

bankruptcy of Lehman Brothers in 2008, abruptly brought the subject of counter-party 

risk to center stage. Overnight multiple prime broker relationships have become a 

prerequisite for all funds no matter the size. To attract (or retain) assets a fund must now 

mailto:breich@atratoadvisors.com
http://familyofficesgroup.com/
http://www.nirvanasolutions.com/
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demonstrate that they have diversified their counter-party risk. The operational 

complexity (and cost) involved in building a multi-prime infrastructure should not be 

underestimated (see "A Guide to Overcoming the Operational Challenge of Multi-Prime" 

by Peter Curley, Nirvana Solutions, October 2008). At the very heart of this complexity is 

the requirement to collect and aggregate the disparate cash, position, and transaction 

information, across multiple custodians. Additionally, the infrastructure must be flexible 

enough to support new, in vogue, risk-reducing structures, such as tri-party 

arrangements and separately managed accounts. 

 

3 - Operational Risk - Anecdotal evidence suggests that investors' operational due 

diligence has become increasingly more stringent since the crisis. A fund must show that 

they have acquired a formalized middle and back-office functionality. Investors need to 

feel that the inner workings of the fund are completely transparent and that any area 

where there is potential for conflict, such as valuation or administration, is handled by an 

independent third-party. Any suggestion that a manager is relying too heavily on 

unproven processes or unsuitable infrastructure, such as Microsoft Excel, will result in 

the investor simply moving on to the next investment opportunity. 

 

The renewed interest in risk mitigation comes at a time when funds are already under 

intense pressure dealing with redemptions and poor performance. For many funds the 

added burden of these new requirements will necessitate that they give a serious look at 

the outsourcing options available to them. Fortunately, a number of service providers, 

including the mini-primes and fund administrators, are in the process of creating new 

outsourced multi-prime service platforms that can meet these new requirements in a 

cost-effective manager. 

 

Article contributed by Peter Curley of Nirvana Solutions. 

 

Peter is a founding managing partner at Nirvana Solutions. His areas of responsibility 

include managing all of Nirvana's marketing activities as well heading their west coast 

sales team. 

 

Prior to joining Nirvana Solutions, Peter was the product manager for Advent Software's 

order management system (OMS), Moxy. He oversaw all the product marketing activities 

for Moxy, which is used worldwide by over 800 firms. He had a special emphasis on 

trading and hedge funds and has authored a number of articles and whitepapers on 

these subjects. 

 

http://www.nirvanasolutions.com/web/team
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After business school Peter joined IBM's Strategy and Change group as a strategy 

consultant. He was attached to IBM's Financial Services arm and completed a number of 

strategy assignments at major Wall Street firms as well as smaller start-ups. 

 

Peter began his career as a registered representative at Charles Schwab and was a 

team lead for the introduction of Schwab's innovative e.Schwab electronic brokerage 

offering. He later was involved in the development of Schwab's active trader application, 

Velocity, which was merged with CyberTrader. 

 

Peter holds a bachelor's degree in economics from University College Dublin, a Master's 

from University of Exeter and an MBA from Columbia Business School. 

 

email: peter.curley@nirvanasolutions.com  

 

 The Hedge Fund Transparency Act 

Just about to jump on a plane so I don't have must time to write up much 

of a summary here but two senators have proposed new legislature, which 

would force hedge funds to register with federal securities regulators. 

There is a 90% chance that this quickly be approved: 

The Hedge Fund Transparency Act, sponsored by Senators Carl Levin, a Michigan 

Democrat, and Charles Grassley, an Iowa Republican, would require hedge funds to file 

an annual disclosure form with the U.S. Securities and Exchange Commission, comply 

with the agencyôs record-keeping standards and cooperate with its investigations. 

 

ñThe problem is that hedge funds have gotten so big and 

are so entrenched in U.S. financial markets that their actions can now 

significantly impact market prices, damage other market participants and can 

even endanger the U.S. financial system and economy as a whole,ò Levin said... 

 

ñA major cause of the current crisis is a lack of transparency. The 

wizards on Wall Street figured out a million clever ways to avoid the 

transparency sought by the securities regulations adopted during the 1930s,ò 

said Grassley, who introduced a similar bill in 2007. read more 

 

mailto:peter.curley@nirvanasolutions.com
http://richard-wilson.blogspot.com/2009/01/hedge-fund-transparency-act-hedge-fund.html
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Hedge Fund Survey of Investors 

           Preqin recently completed a survey while looked at the current investor 

confidence in hedge funds, demand for hedge funds from investors right now, and 

quality of information or transparency found within hedge funds today. Here are some 

interesting statistics: 

             There are more investors which are more confident in hedge funds now than 

there are investors that are less confident since the financial crisis began. Only 7% of 

investors are going to stop investing in hedge funds and over 25% of hedge fund 

investors will increase their investments into hedge funds. 

              Increased transparency and a fundamental understanding of the hedge fund's 

strategy have been rated as the most important change since the financial crisis began 

while risk management methods note as the least important change that should be 

made 

Below please find charts and graphs from the Preqin newsletter:  

 

 

 

 

 

 

 

                                      

http://www.preqin.com/docs/newsletters/hf/HF_Spotlight_Feb09.pdf
http://richard-wilson.blogspot.com/2008/01/hedge-fund-investors.html
http://richard-wilson.blogspot.com/
http://richard-wilson.blogspot.com/2008/01/hedge-fund-investors.html
http://richard-wilson.blogspot.com/2008/01/hedge-fund-investors.html
http://3.bp.blogspot.com/_wM_OZdOMR_Y/SZ1xWN477nI/AAAAAAAAC9Y/YR8AvZzEFDc/s1600-h/Hedge-Fund-Survey-2.jpg
http://3.bp.blogspot.com/_wM_OZdOMR_Y/SZ1xWN477nI/AAAAAAAAC9Y/YR8AvZzEFDc/s1600-h/Hedge-Fund-Survey-2.jpg
http://1.bp.blogspot.com/_wM_OZdOMR_Y/SZ1xa-q6BxI/AAAAAAAAC9g/ApF8ReZGYdk/s1600-h/Hedge-Fund-Survey-3.jpg
http://1.bp.blogspot.com/_wM_OZdOMR_Y/SZ1xa-q6BxI/AAAAAAAAC9g/ApF8ReZGYdk/s1600-h/Hedge-Fund-Survey-3.jpg
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 Nir Brunstein Insider Trading Case 

Yet another situation uncovered just this week in Israel. It seems that every two 

weeks some type of fraud is uncovered. While this is bad for the industry I do 

believe that taking a bath of bad news all at once and exposing all of these 

professionals now is better than letting them grow further, slowly identifying them over 

the next 5-10 years. Here are the details on this Israel-based insider trading case: 

 

The Israel Securities Authority yesterday detained Poalim Capital Markets CEO Nir 

Brunstein and options speculator Ofer Eisenberg on suspicions of insider trading. 

 

Brunstein is suspected of whispering to Eisenberg, a friend and colleague, that Bank 

Hapoalim had incurred heavy losses on derivatives before the bank released the news 

to the general public. Eisenberg is suspected of taking advantage of the information to 

dump his stock in the bank before it could tank. 

 

Both men deny the allegations. Of all Israel's banks, Hapoalim had invested the most 

heavily in derivatives based on American subprime mortgages. The Securities Authority 

investigation found that on January 10, 2008, Bank Hapoalim announced that the value 

of its holdings in these mortgage-backed securities had dropped substantially. source 

 

Read about hedge fund regulations, compliance and other cases of fraud and insider 

trading within our Hedge Fund Regulation Corner | Compliance & Law Notes. 

 

 

 

http://3.bp.blogspot.com/_wM_OZdOMR_Y/SZ1rxnHd2nI/AAAAAAAAC9A/iJu3Ee35dMI/s1600-h/Nir-Brunstein-Poalim-Capital-Markets-insider-trading.jpg
http://3.bp.blogspot.com/_wM_OZdOMR_Y/SZ1rxnHd2nI/AAAAAAAAC9A/iJu3Ee35dMI/s1600-h/Nir-Brunstein-Poalim-Capital-Markets-insider-trading.jpg
http://www.haaretz.com/hasen/spages/1065385.html
http://richard-wilson.blogspot.com/2008/10/hedge-fund-regulation-corner-compliance.html
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Sir Allen Stanford Fraud Case | SEC 

Below are several videos and resources documenting the fraud 

case of Sir Allen Stanford.  

Resource: Video 

Resource: Video 

 

Resource:  The Securities and Exchange Commission charged R. 

Allen Stanford with an $8 billion fraud centered around the sale of 

certificates of deposit, saying the flamboyant businessman 

hoodwinked investors by promising high and seemingly safe returns. 

As the SEC charges were made public Tuesday morning, U.S. marshals and Federal 

Bureau of Investigation agents raided Stanford offices in Houston. 

 

The SEC said that Stanford Investment Bank sought to lull investors into thinking their 

investments were safe, providing assurances that the bank invested the money in liquid 

financial instruments that were monitored by a team of more than 20 analysts. source 

 

Resource: The England & Wales Cricket Board yesterday suspended relations with Sir 

Allen Stanford after he was charged with what United States investigators allege is a 

"massive, ongoing fraud. 

 

A Dallas Federal court was asked to freeze Stanford's assets and his company was put 

in the hand of receivers after the Securities and Exchange Commission took drastic 

action following days of intense speculation about his company as US Marshals raided 

Stanford's office in Houston in the early hours of the morning Stateside. 

 

"We are alleging a fraud of shocking magnitude that has spread its tentacles throughout 

the world," said Rose Romero, director of the SEC's Fort Worth office. source 

 

Resource: We thought Bernie Madoff's world record in Ponzi-scheming would be safe 

for a while, maybe for all of time. But now comes the news that the SEC is investigating 

one R. Allen Stanford, a billionaire who runs a money-management firm out of tropical, 

tax-free St. Croix. To his moneyed clients, Stanford offers certificates of deposit that 

http://www.youtube.com/watch?v=Q0txcyQTuXk&eurl=http://familyofficesgroup.com/2009_02_01_archive.html
http://www.youtube.com/watch?v=-JgELAsHkuw&eurl=http://familyofficesgroup.com/2009_02_01_archive.html
http://online.wsj.com/article/SB123489015427300943.html
http://www.telegraph.co.uk/sport/cricket/international/england/4682075/ECB-suspend-Sir-Allen-Stanford-negotiations-after-fraud-charge.html
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offer "unusually high and consistent returns" (double the market average, according to 

Business Week). Hmmm, where have we heard that phrase before? Oh, also: The 

company overseeing the firm's books is "a tiny accounting firm in Antigua" whose CEO 

recently died. Oh, dear. Stanford manages $51 billion, just nosing out the amount that 

Madoff had "under management." source 

 

 

 

   Life Settlement Funds: on Rise 

Lately, through this website and recent networking events I have spoken 

to many startup and mid sized hedge funds who are working with or in 

areas connected to life settlements. If you have never heard of life 

settlements or funds which invest in them please see the article here 

below that I just came across: 

 

The market for exotic securities hasnôt entirely gone away. Itôs just gone undergroundð-

six feet under, to be precise. 

 

Hedge fund Davidson Kempner Capital Management is plunging into life settlementsða 

market in which speculators buy-up unwanted life insurance policies from wealthy 

individuals looking to score some quick cash. The $10 billion New York-based fund is 

planning on selling so-called ñdeath bondsò to overseas investors, as part of a plan to 

potentially raise cash to finance its life settlements acquisition business. 

 

In January, DK Life Settlements Acquisition Ltd, a foreign company with ties to 

Davidson, filed an offering statement with Irish regulatory authorities to sell up to $1 

billion in ñparticipating notes.ôô The terms of the offering werenôt made public, but the 

notes are due on Dec. 1, 2058. The long payout on the bonds is leading to speculation 

that the bonds will be backed, in part, by the death benefits the hedge fund collects on 

the life insurance policies it acquiresðhence the name death bonds. source 

 

 

 

 

 

 

http://nymag.com/daily/intel/2009/02/suspected_ponzi-schemer_r_alle.html
http://www.businessweek.com/investing/wall_street_news_blog/archives/2009/02/a_hedge_fund_ga.html?chan=top+news_top+news+index+-+temp_news+%2B+analysis
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Hedge Fund Performance Figures 

Here is a video interview with the head of Hedge Fund Research. The interview 

discusses how hedge funds had the worst year last ever in terms of redemptions and 

performance. 2008 followed a year of record inflows in 2007 when almost $200B came 

into the industry. Macro funds had the best performance for 2008, due to their strength 

during volatile times. 

 

Blood On The Hedge Fund Streets 

While the economic conditions have shut down many funds, exposed 

fraudulent activity, and also created a unique set of opportunities for a 

small subset of traders and portfolio managers within the industry. The 

hedge fund and private equity industries are as entrepreneurial as 

ever. 

In Q1 2009 there are hundreds of New York and London based hedge funds being 

started to take advantage of high volatility, historically low asset prices, and relatively 

cheap talent hungry for a fresh start. Many of these young hedge funds and private 

equity groups are not yet on the radar of institutional databases or mainstream media 

outlets but by Q3 and Q4 of 2009 they will be, and we will be able to see how many 

funds have been started around the world. I believe these figures will be high and will 

spur even more startup activity as others move to seize the current market opportunities. 

 

 

Hedge Fund Business Model Discussion 

Here is a short video interview discussing the topic of the typical hedge fund business 

model. 

 

 

http://www.youtube.com/watch?v=QqpyZNfnM5I&eurl=http://familyofficesgroup.com/2009_02_01_archive.html
http://richard-wilson.blogspot.com/
http://richard-wilson.blogspot.com/
http://www.youtube.com/watch?v=AHMIh1g5jxo&eurl=http://familyofficesgroup.com/2009_02_01_archive.html
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Private Equity & Hedge Fund Regulation 

Here is an interview with Steven Rubenstein on the potential regulation of private equity. 

He believes that private equity will be regulated along with hedge funds in Europe while 

in the US private equity will possibly escape any increase in private equity regulations. 

 

The interview also discusses leverage, the access to cheap leverage and how the 

private equity industry was really founded during periods of low availability of leverage. 

 

 

 

Family Offices in Europe & US: An Evolution 

 

Just found a PDF document on the history and evolution of family 

offices. This document also goes into some of the benefits of working 

with a multi-family office. Here is an excerpt from this article: 

Opposed to common belief, although the term ñfamily officeò 

originates from the U.S., the concept of generic ñofficesò or ñgatekeepersò, ñprotectors of 

family wealthò etc. goes considerably further back, i.e. to the Crusades and the concept 

of the ñtrustò, but also to banking families in Europe (Medicis, Rothschilds). In fact, even 

during the Shang dynasty in China (1600 B.C.) and merchants in ancient Japan, there 

were individuals and groups of people dedicated to serving, protecting and preserving 

families and their members across several generations. 

 

Read the full PDF by clicking here. 

 

 

 

 

http://www.youtube.com/watch?v=M1qJbg46Lls&eurl=http://familyofficesgroup.com/2009_02_01_archive.html
http://familyofficesgroup.com/
http://familyofficesgroup.com/
http://www.private.ag/media/2008/04/de/106_Family%20Offices.pdf
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Independent Fund Administration Firms 

Tom Zita from Globe Op sent me an interesting article by 

Advanced Trading on independent fund administration and 

how fund of funds and investors will be requiring this more in 

2009 than ever before.  

 

Here are a few great quotes from this article: 

"The failure of the funds of funds that invested with Madoff was simply that they didn't do 

the due diligence that they ought to have done," says Rich Koppel, managing director at 

youDevise Ltd., a supplier of hedge fund technology that has offices in London, New 

York and Hong Kong... 

"From where I sit in the fund-of-funds side, I've looked at [Madoff's] return stream several  

times and rejected it [based] on my gut," Vale adds. "It's checks and balances -- you 

have to check all the boxes." ... 

 

Infinity Capital's Vale speculates that the feeder funds "depended on the numbers that 

[Madoff's] underlying funds provided." Even though some of the underlying funds had 

third-party fund administrators, even the third-party administrators appear to have 

accepted Madoff's numbers. "Madoff was providing those numbers. Nobody dug a little 

bit deeper to see that those numbers were just coming from in-house," Vale claims. 

 

"There was no third-party firm at all looking at the numbers to verify even if they were 

real or correct," Vale continues. "That's a deal killer for us."... 

 

"The major red flags were to do with predominantly back-office issues," adds James 

Freeman, senior relationship manager at Key Asset Management, a London-based fund 

of funds manager with $2 billion in assets invested in 90 underlying hedge funds. "A bad 

investment process can lose you lots of money, but a [bad] back-office business 

structure can lose you all of it," he warns. .. 

 

"All the major classic frauds -- Beacon Hill Asset Management and the Manhattan Fund -

- use that tactic, [in which] the broker is the sole source of the quote [aka, net asset 

value] and it's not being reconciled by a third-party administrator, to send out false 

information because there is no record of it and you have no independent validation if 

the information is correct," says Freeman. read the full article 
 

 

http://richard-wilson.blogspot.com/
http://richard-wilson.blogspot.com/
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GCC Family Wealth Management, 

a wholly owned subsidiary of GCC, announced today 

the Company is expanding their wealth management 

division and seeking qualified Business Development Officers (Family Wealth Advisors) 

to fill positions in Washington, DC, Nashville, TN, Los Angeles and San Diego, CA and 

Houston, TX. 

 

ñWhile other firms are downsizing because of proprietary trading gone bad and overhead 

costs soaring, we are in growth mode,ò said Scott M. Freund, President of GCC Family 

Wealth Management. ñThe best thing about the advantages we offer our Family Wealth 

Advisors, is that they also benefit our clients. The consistent, formulaic payout means 

the Family Wealth Advisor can spend more time with the client instead of simply handing 

him off and looking for another, while the fiduciary advisor role aligns the clientôs goals 

with the Family Wealth Advisorôs. Itôs a true win-win.ò 

 

GCC Family Wealth Management is a multi-family office serving High Net Worth 

individuals, families and foundations. They offer a unique opportunity to Business 

Development Officers with a consistent, formulaic payout. It is based on total assets 

under management, as opposed to the traditional payouts from Private Banks and Third 

Party Money Managers who typically have a higher payout for the first year and then a 

much smaller payout, if any, in subsequent years. 

 

Further, the Family Wealth Advisors are fiduciary advisors, free from having to balance 

the clientôs objectives with a firmôs more profitable proprietary products. GCC Family 

Wealth Management is a pure open architecture advisory firm where there are no 

proprietary products to sell. 

 

For more information on GCC Family Wealth Managementôs business development 

opportunities, please contact April Spittle at aspittle@galencc.com or 703-893-0021 ext. 

108. 

 

About GCC Family Wealth Management 

 

GCC Family Wealth Management (www.gccfamilywealth.com), a wholly owned 

subsidiary of GCC, is a multi-family office designed to manage the complex wealth of 

high net worth individuals, families and foundations. Our fiduciary advisors provide a 

collaboration of expertise from different wealth management disciplines including 

investment management, private banking, estate planning, insurance advisory and risk 

http://gccfamilywealth.com/
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management. GCC Family Wealth Management is headquartered in McLean, VA, with 

offices in Los Angeles, CA; Nashville, TN and satellite locations in San Diego, CA and 

Houston, TX. 

 

 

Hedge Fund Industry Ethics 

A few weeks ago I posted a note hoping to create a conversation around hedge fund 

industry ethics and best practices. Just this morning I found an 

interesting article on hedge fund ethics, again it appears that the 

most challenging part of setting any code of ethics for the industry 

is that hedge fund manager are so diverse, their operations, 

investments, and even scheduled life-spans are often drastically 

different from one fund to the next. As hedge funds are forced to 

innovate to produce returns in 2009 while also securing capital for distressed assets I 

believe this diversity will only increase over the next few years. Here is the article on 

hedge fund ethics: 

 

Hedge funds took a battering 2008 - and as they have been battered by the storm two 

questions of "right" and "wrong" have been coming up that show that there are ethical 

codes at work here, but no agreement on what the "right" answer is. 

 

And here's where the "ethical" questions come up: 

 

If your fund is down and you know it is going to take years to recoup the losses and get 

paid at 20% of profits again do you: 

 

a) stay with the fund until you have recouped the losses and made your investors whole 

- working for "psychic income" as Kenneth Griffin of Citadel fame told the New York 

Times or 

b) leave - retire, switch to a new fund, start a few fund - basically start again? If you had 

many years of excellent performance before this one terrible year you may well be able 

to raise another fund. 

 

In the first case there's a moral high ground to climbing back out and keeping your 

commitments to your investors, but maybe the second case makes sense if you can't 

http://richard-wilson.blogspot.com/
http://richard-wilson.blogspot.com/


            

 F a m i l y O f f i c e s G r o u p . c o m      |      F a m i l y O f f i c e s D a t a b a s e . c o m 
 

Page 21 

climb back out from that fund. Maybe you can't keep your key players or your strategy no 

longer works and your investors are better off with you closing the fund and returning 

their money. 

 

The second question is whether to allow investors to take money out of the hedge fund. 

Again hedge funds are not acting consistently. One of your investors wants to pull his 

money out - do you 

 

a) allow him to knowing that doing so could hurt the remaining investors that are staying 

in because you'll be forced to selling into a falling market? Much of the volatility in 

November and December was redemption selling as hedge funds were force to liquidate 

equities and debt so investors could withdraw funds. Or do you 

b) tell investors they can't take their money out and you are going to hold it until it is a 

more stable time to sell? 

 

Again this is a current raging debate in the hedge fund world that takes on the ethical 

language of right and wrong. I know I'd want to be able to get my money out if I'd lost 

faith in a fund! source 

 

 

 

Warren Buffett Interview Transcript 

Below is a short interview with Warren Buffett who was featured on 

the PBS Nightly Business Report tonight. 

 

PBSô Nightly Business Report & Warren Buffett 

Full Transcript of NBR Anchor Susie Gharibôs interview with Warren 

Bufffett airs January 22, 2009, Nightly Business Reportôs 30th 

Anniversary 

 

SUSIE GHARIB, ANCHOR, NIGHTLY BUSINESS REPORT: Are we overly optimistic 

about what President Obama can do? 

 

WARREN BUFFETT, CHAIRMAN, BERKSHIRE HATHAWAY: Well I think if you think 

that he can turn things around in a month or three months or six months and thereôs 

going to be some magical transformation since he took office on the 20th that canôt 

happen and wouldnôt happen. So you donôt want to get into Superman-type 

http://www.huffingtonpost.com/penny-herscher/hedge-fund-ethics-and-how_b_160524.html
http://hedgefundblogger.com/
http://hedgefundblogger.com/
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expectations. On the other hand, I donôt think thereôs anybody better than you could 

have had; have in the presidency than Barack Obama at this time. He understands 

economics. Heôs a very smart guy. Heôs a cool rational-type thinker. He will work with the 

right kind of people. So youôve got the right person in the operating room, but it doesnôt 

mean the patient is going to leave the hospital tomorrow. 

 

SG: Mr. Buffett, I know that youôre close to President Obama, what are you advising 

him? 

 

WB: Well Iôm not advising him really, but if I were I wouldnôt be able to talk about it. I am 

available any time. But heôs got all kinds of talent right back there with him in 

Washington. Plus heôs a talent himself so if I never contributed anything for him, fine. 

 

SG: But I know that during the election that you were one of his economic advisors, what 

were you telling him? 

WB: I was telling him business was going to be awful during the election period and that 

we were coming up in November to a terrible economic scene which would be even 

worse probably when he got inaugurated. So far Iôve been either lucky or right on that. 

But heôs got the right ideas. He believes in the same things I believe in. Americaôs best 

days are ahead and that weôve got a great economic machine, its sputtering now. And 

he believes there could be a more equitable job done in distributing the rewards of this 

great machine. But he doesnôt need my advice on anything. 

 

SG: How often do you talk to him? 

WB: Not often, not often... no no and it will be less often now that heôs in the office. Heôs 

got a lot of talent around him. 

SG: Whatôs the most important thing you think he needs to fix? 

WB: Well the most important thing to fix right now is the economy. We have a business 

slowdown particularly after October 1st it was sort of on a glide path downward up till 

roughly October 1st and then it went into a real nosedive. In fact in September I said we 

were in an economic Pearl Harbor and Iôve never used that phrase before. So he really 

has a tough economic situation and thatôs his number one job. Now his number one job 

always is to keep America safe that goes without saying. 

SG: But when you look at the economy, what do you think is the most important thing he 

needs to fix in the economy? 

WB: Well weôve had to get the credit system partially fixed in order for the economy to 

have a chance of starting to turn around. But thereôs no magic bullet on this. Theyôre 

going to throw everything from the government they can in. As I said, the Treasury is 



            

 F a m i l y O f f i c e s G r o u p . c o m      |      F a m i l y O f f i c e s D a t a b a s e . c o m 
 

Page 23 

going all in, the Fed and they have to and that isnôt necessarily going to produce 

anything dramatic in the short term at all. Over time the American economy is going to 

work fine. 

SG: There is considerable debate,  as you know,  about whether President Obama is 

taking the right steps so we donôt get in this kind of economic mess again, where do you 

stand on that debate? 

 

 

WB: Well I donôt think the worry right now should be about the next one, the worry 

should be about the present one. Letôs get this fire out and then weôll figure out fire 

prevention for the future. But really the important thing to do now is to figure out how we 

get the American economy restarted and thatôs not going to be easy and its not going to 

be soon, but itôs going to get done. 

SG: But there is debate about whether there should be fiscal stimulus, whether tax cuts 

work or not. There is all of this academic debate among economists. What do you think? 

Is that the right way to go with stimulus and tax cuts? 

 

WB: The answer is nobody knows. The economists donôt know. All you know is you 

throw everything at it and whether itôs more effective if youôre fighting a fire to be 

concentrating the water flow on this part or that part. Youôre going to use every weapon 

you have in fighting it. And people, they do not know exactly what the effects are. 

Economists like to talk about it, but in the end theyôve been very, very wrong and most of 

them in recent years on this. We donôt know the perfect answers on it. What we do know 

is to stand by and do nothing is a terrible mistake or to follow Hoover-like policies would 

be a mistake and we donôt know how effective in the short run we donôt know how 

effective this will be and how quickly things will right themselves. We do know over time 

the American machine works wonderfully and it will work wonderfully again. 

SG: But are we creating new problems? 

WB: Always 

SG: How worried are you about these multi-trillion dollar deficits? 

WB: You canôt just do one thing in economics. Anytime somebody says theyôre going to 

do this and then what? And there is no free lunch so if you pour money at this problem 

you do have after effects. You create certain problems. I mean you are giving a medicine 

dosage to the patient on a scale that we havenôt seen in this country. And there will be 

after effects and they canôt be predicted exactly. But certainly the potential is there for 

inflationary consequences that would be significant. 

SG: We all know that in the long run everything is going to work out, but as you analyze 

President Obamaôs economic plan, what do you think are the trade-offs? What are the 
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consequences? 

WB: Well the trade-offé the trade-off basically is that you risk setting in motion forces 

that will be very hard to stop in terms of inflation down the road and you are creating an 

imbalance between revenues and expenses in the government that is a lot easier to 

create than it will be to correct later on, but those are problems worth taking on, but you 

donôt get a free lunch. 

SG: What about the regulatory system, is it a matter of making new rules or simply doing 

a better job at enforcing the rules we already have? 

 

WB: Well there are probably some new rules needed, but the regulatory system I donôt 

think could have stopped this. Once you get the bubble going... once the American 

public, the U.S. Congress, all the commentators, the media, everybody else started 

thinking house prices could go nothing up, you were creating a bubble that would have 

huge consequences because the asset class was so big. I mean you had 22 trillion 

dollars probably worth of homes. It was the biggest asset of most American families and 

you let them borrow 100% in many cases of the price of those and you let them refi up to 

where they kept taking out more and more and treating it as an ATM machine.. the 

bubble was going to happen. 

 

SG: But everybody is saying we need more rules, we have to enforce them, we need to 

go after every institution, every financial market. Do you think that new rules will do the 

trick or do we have enough rules that we just need to enforce them? 

 

WB: Well you can have a rule for example to prevent another real estate bubble; you just 

require that anybody bought a house to put 20% down and make sure that the payments 

were not more than a third of their income. Now we would not have a big bust ever in 

real estate again, but we would also have people screaming that youôre denying home 

ownership to all these people that you got a home yourself and now youôre saying a guy 

with a 5% down payment shouldnôt get one. So I think itôs very tough to put rules out... I 

mean I can design rules that will prevent it but it will have other consequences. Itôs like I 

say in economics you canôt just do one thing and where the balance is struck on that will 

be a political question. My guess is that it wonôt be struck particularly well, but thatôs just 

the nature of politics. 

 

SG: Youôve said that weôre in an economic Pearl Harbor, so how bad are things really? 

 

WB: Theyôre bad, theyôre bad. The credit situation is getting a little better now. Things 

have loosened up from a month ago in the corporate debt market. But the rate of 
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business descent is at a pretty alarming pace, I mean there is no question things have 

really slowed down. 

 

Peoplesô buying habits have changed. Fear has taken over and fear is a tough thing to 

fight because you canôt go on television and say donôt be afraid, that doesnôt work. 

People will get over it, they got greedy and they got over being greedy. But it took a 

while to get over being greedy and now the pendulum has swung way over to the fear 

side. Theyôll get over that and we just hope that they donôt go too far back to the greed 

side. 

 

 

SG: Whatôs your view on the recession? How much longer is it going to last? 

 

 

WB: I donôt know. I donôt know. I donôt know the answer to these things. The only thing is 

I know that I donôt know. Maybe other people think they know, but I have no idea. 

 

SG: The last time we talked, you said back in the Spring, you said the recession is not 

going to be a short-haul thing. What is your feel for it right now? 

WB: It isnôt going to be short, but I just donôt know Susie. Thereôs no way of knowing. 

 

SG: Berkshire Hathaway is in a lot of businesses that are economically sensitive, like 

furniture, paint, bricks. Do you see any signs of a pick up? 

WB: No. No. The businesses that are either construction or housing related, or that are 

just plain consumer businesses, theyôre doing very, very poorly. The American consumer 

has stepped back big time and itôs contagious and thereôs a feedback mechanism 

because once you hear about this then you get fearful and then donôt do things at all. 

And that will end at a point, but it hasnôt ended at this point. Now fortunately our two 

biggest businesses are not really tied that way- in insurance and in our utility business 

we donôt feel that, but everything thatôs consumer related feels it big time. 

SG: Do you think that the psyche of the American consumer has changed, becoming 

more savers than spenders? 

 

WB: Well it certainly has at this point and my guess is that continues for quite a while. 

What it will be five years from now, I have no idea. I mean the American consumer when 

theyôre confident they spend and theyôre not confident now and theyôve cut it back but 

who knows whether.. I doubt that thatôs a permanent reset of behavior, but I think itôs 

more than a one day or one week or one month wonder in that case. 
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SG: Is that a bad thing? 

 

WB: Well it just depends who the consumer is. I mean consumer debt within reason 

makes sense. It makes sense to take out a mortgage on a home particularly if you arenôt 

buying during a bubble. You are normally going to see house price appreciation if you 

donôt buy during a time when people are all excited about it. So I donôt have any moral 

feelings about debt as to how people should.. I think people should only take on what 

they can handle though and that gets to their income levelé 

 

 

SG: Let me ask it this way, with Americans saving more may be good for consumers, but 

is that bad for business? 

WB: Well itôs certainly bad for business in the short term. Now whether itôs better for 

business over a 10 or 20 year period... if the American public gets itself in better shape 

financially that presumably is good for business down the road, but while theyôre getting 

themselves in better shape, its not much fun for the merchant on Main street. 

 

 

SG: One thing that Americans arenôt buying these days is stocks. Should they be 

buying? 

WB: Well just as many people buy a stock everyday as sell one so there are people 

buying stocks everyday and weôre buying stocks as we go along. If theyôre buying into a 

business that they understand at a sensible price they should be buying them. Thatôs 

true at any time. There are a lot more things selling at sensible prices now than they 

were two years ago. So clearly itôs a better time to buying stocks than a couple of years 

ago. Is it better than tomorrow? I have no idea. 

SG: This financial crisis has been extraordinary in so many ways, how has it changed 

your approach to investing? 

WB: Doesnôt change my approach at all. My approach to investing I learned in 1949 or 

ó50 from a book by Ben Graham and itôs never changed. 

SG: So many people I have talked to this past year say this was unprecedentedé the 

unthinkable happened. And that hasnôt at all impacted your philosophy on this? 

 

WB: No and if I were buying a farm, I wouldnôt change my ideas about how to buy a farm 

or an apartment house or a business and thatôs all a stock is. Itôs part of a business so if 

I were going to buy stock in a private business here in Omaha, Iôd look at it just like I 

would have looked at it two years ago and Iôll look at it the same way two years from 

now. I look at how much I am getting for my money, how good the management is, how 
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the competitive position of that business compares to others, how durable it is and just 

fundamental questions. The stock market is... you can forget about that. Any stock I buy 

I will be happy owning it if they close the stock market for five years tomorrow. In other 

words I am buying a business. Iôm not buying a stock. Iôm buying a little piece of a 

business, just like I buy a farm. And that doesnôt change. And all the newspapers 

headlines of the world donôt change that. It doesnôt mean you canôt buy it cheaper 

tomorrow. It may turn out that way. But the real question is did I get my moneyôs worth 

when I bought it? 

SG: One of your famous investing principals is, ñbe fearful when others are greedy and 

greedy when others are fearful.ò So is this the time to be greedy, right? 

 

WB: Yeah. My greed quotient has risen as stocks have gone down. Thereôs no question 

about that. The cheaper something gets that youôre going to buy, the happier you feel, 

right? Youôre going to buy groceries the rest of your life; you want grocery prices to go 

up or down? You want them to go down. And if they go down you donôt think gee I got all 

those groceries sitting in my cabinet at home and Iôve lost money on those. You think I 

am buying my groceries cheaper, I am going to keep buying groceries. Now if youôre a 

seller, obviously prices are higher. But most people listening to this program, certainly I, 

myself, and Berkshire Hathaway, weôre going to be buying businesses over time. We like 

the idea of businesses getting cheaper. 

SG: So where do you see the opportunities in the stock market right now? 

 

WB: That one I wouldnôt tell you about. 

 

SG: Let me throw out some sectors and you just tell me quickly how you feel about 

these sectors. 

 

WB: Susie, I am not going to recommend anythingé 

SG: Even in general, for example a lot of people now are looking at infrastructure 

companies, is that a sector that you find attractive? 

 

WB: I wouldnôt have any comment. What they ought to do is look at businesses they 

understand. Theyód be happy owning for years if there was never a quote on the stock. 

Just like they buy in privately into a business in their hometown... They ought to forget all 

about what somebody says is going to be hot next year or the year after, whateveré 

because whatôs going to be hot you may be paying twice as much for as something 

thatôs not going to be hot. You donôt want to think in terms of whatôs going to be good 

next year, you want to think of whatôs a good business to be in and then buy it at an 
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attractive price. And then you canôt lose. 

SG: Do you see more opportunities in the U.S. compared to overseas? 

WB: Well I am more familiar with the U.S. We have such a big market. I see lots of 

opportunities here and I see lots of opportunities around the world. 

SG: Investor confidence was so shattered last year, what do you think its going to take 

to restore confidence? 

 

 

WB: If people were dependent on the stock market going up to be confident theyôre in 

the wrong business. They ought to be confident because they look at a business and 

think I got my moneyôs worth. They ought to be confident if they buy a farm, not on 

whether they get a quote the next day on the farm, but they ought to look at what the 

farm produces, how many bushels an acre do they get out of their corn or soybeans and 

what prices do they bring. So they ought to look to-the business as to whether to be 

confident compared to the price that they paid and they ought to forget about what 

anybody is saying, including me on television, or what theyôre reading in the paper. 

Thatôs got nothing to do with whether they made a good decision or not. Whatôs got to do 

with whether they made a good decision, what kind of business they bought and what 

they paid for it. 

 

SG: People are reeling from this whole Bernie Madoff scandal. What would you say to 

people who have lost trust in the financial system? 

 

WB: They shouldnôt have lost... you donôt need to lose trust in the American system. If 

you decide to buy a farm and you pay the right price for it, you donôt need to lose faith in 

American agriculture you know because the prices of farms go downé 

 

SG:But you know what Iôm saying. People lost money last year in companies that they 

thought were rock solid. As I said the unthinkable happened and then on top of it, this 

whole Bernie Madoff scandal. It has undermined peopleôs sense of well being about our 

system. So what do you say to people who have lost trust? 

 

WB: Well they may be better off not being in equities. If theyôre really depending on 

somebody else and they donôt know anything about the somebody else, theyôve got a 

problem. They shouldnôt do that. I mean there are going to be crooks out there and this 

guy was a crook on a scale that weôve never seen before. But you ought to know who 

youôre dealing with. But if youôre going to buy a stock in some business thatôs been 

around for a 100 years and will be around for 100 more years and itôs not a leveraged 
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company and it sells some important product and itôs got a strong competitive position 

and you buy it at a reasonable multiple of earnings, you donôt have to worry about 

crooks, youôre going to do fine. 

SG: Is there any take away lessons from the Bernie Madoff story? 

 

WB: Well he was a special case. I mean here is a guy who had a good reputation for 30 

years or something, and the trust of a lot of people around him. So itôs very easy to draw 

assurances from the fact that if fifty other people that are prominent and intelligent trust 

the guy, that maybe you should trust him too. But I wouldnôt put my trust in a single 

individual like that. I would put my trust in a very good business. I would want a business 

that was so good that if a social guy was running it, it would still certainly do well and 

there are plenty of businesses that are like that. 

SG: So are you saying that investing has gotten so complicated that investors should 

stick to what they know? Is that the take-away lesson? 

WB: You should always stick to what you know. I say the ñknow-nothing investorò and 

thereôs nothing wrong with being a ñknow-nothing investorò. I spend 60 hours a week, 

thinking about investments and most people have got jobs and other things to do. They 

can buy index funds. And theyôre not going to do better then an index fund if they go 

around and trust some guy whoôs promising them very high returns. If you buy a cross 

section of American business and you donôt buy it during a period when everybody is all 

enthused about stock, youôre going to do fine over 10 or 20 years. If you buy something 

with the idea that youôre going to do fine over 10 months, you may or may not. I do not 

know what stock is going be up 10 months from now, and I never will. 

SG: What about Berkshire Hathaway stock? Were you surprised that it took such a hit 

last year, given that Berkshire shareholders are such buy and hold investors? 

 

WB: Well most of them are. But in the end our price is figured relative to everything else 

so the whole stock market goes down 50 percent we ought to go down a lot because 

you can buy other things cheaper. Ióve had three times in my lifetime since I took over 

Berkshire when Berkshire stockôs gone down 50 percent. In 1974 it went from $90 to 

$40. Did I feel badly? No I loved it! I bought more stock. So I donôt judge how Berkshire 

is doing by its market price, I judge it by how our businesses are doing. 

SG: Is there a price at which you would buy back shares of Berkshire? $85,000? 

$80,000? 

WB: I wouldnôt name a number. If I ever name a number Iôll name it publicly. I mean if we 

ever get to the point where weôre contemplating doing it, I would make a public 

announcement. 

SG: But would you ever be interested in buying back shares? 
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WB: I think if your stock is undervalued, significantly undervalued, management should 

look at that as an alternative to every other activity. That used to be the way people 

bought back stocks, but in recent years, companies have bought back stocks at high 

prices. Theyôve done it because they like supporting the stocké 

SG: What are your feelings with Berkshire. The stock is down a lot. It was up to $147 

thousand last year. Would you ever be opposed to buying back stock? 

 

 

WB: Iôm not opposed to buying back stock. 

SG: Everyone wants to know your plans. What youôre going to do with all of Berkshire 

Hathawayôs cash, some 30 billion dollars? Is this now the right time to do a big 

acquisition? 

WB: Well weôve spent a lot of money in the last 4 months. We spent $5 billion on 

Goldman Sachs, $3 billion on GE, $6.6 billion on Wrigley, weôve got $3 billion committed 

on Dow. Weôve spent a lot of money. Weôve got money left, but I love spending money. 

Cash makes me very unhappy. I like to always have enough and never way more than 

enough, but I always want to have enough. So we would never go below $10 billion of 

cash at Berkshire. Weôre in the insurance business - we got a lot of things. Weôre never 

going to depend on the kindness of strangers. But anything excess in that, I love the 

idea of buying things and the cheaper they get the better I like it. 

SG: Youôve been talking about doing a big acquisition for a while now, what are you 

waiting for? 

WB: Well weôve spent $20 billion dollars... that might not be. 

SG: I mean in terms of a companyé 

WB: Well weôll wait for the right deal. We had a deal to buy Constellation for roughly $5 

billion and then events with the French coming in meant we didnôt do it. But I was 

delighted to commit to that $5 billion dollars for Constellation Energy. And it could 

happen tomorrow. That one happened on a Tuesday afternoon I mean it happened like 

that. Constellation was in big trouble and we flew back that day, talked to the people at 

MidAmerican that Tuesday and made them an offer that night. 

SG: It seems that youôre pretty optimistic about the long-term future of the American 

economy and stock market, but a little pessimistic about the short term... is that a fair 

assessment of where your head is right now? 

WB: I am unquestionably optimistic about the long term. Iôm more than a little 

pessimistic about the short term, but that doesnôt mean I am pessimistic about the stock 

market. We bought stocks today. If you tell me the economy is going to be terrible for 12 

months, pick a number, and then if I find something that is attractive today, I am going to 

buy it today. I am not going to wait and hope that it sells cheaper 6 months from now. 



            

 F a m i l y O f f i c e s G r o u p . c o m      |      F a m i l y O f f i c e s D a t a b a s e . c o m 
 

Page 31 

Because who knows when stocks will hit a low or a high? Nobody knows that. All you 

know is whether youôre getting enough for your money or not. 

SG: As you know itôs the 30th anniversary of Nightly Business Report. As you look back 

on the past three decades, what would you say is the most important lesson that youôve 

learned about investing? 

WB: Well Iôve learned my lessons before that. I read a book what is it, almost 60 years 

ago roughly, called The Intelligent Investor and I really learned all I needed to know 

about investing from that book, in particular chapters 8 and 20 so I havenôt changed 

anything since. 

SG: Graham and Dodd? 

WB: Well that was Ben Grahamsô book The Intelligent Investor. Graham and Dodd goes 

back even before that which was important, very important. But you know you donôt 

change your philosophy assuming you think have a sound one and I picked up I didnôt 

figure it out myself, I learned it from Ben Graham, but I got a framework for investing that 

I put in place back in 1950 roughly and that framework is the framework I use now. I see 

different ways to apply it from time to time but that is the framework. 

 

SG: Can you describe what it is? I mean what is your most important investment lesson? 

WB: The most important investment lesson is to look at a stock as a piece of business 

not just some thing that jiggles up and down or that people recommend or people talk 

about earnings being up next quarter, something like that, but to look at it as a business 

and evaluate it as a business. If you donôt know enough to evaluate it as a business you 

donôt know enough to buy it. And if you do know enough to evaluate it as a business and 

itôs selling cheap, you buy it and donôt worry about what its doing next week, next month 

or next year. 

SG: So if we asked for your investment advice back in 1979 back when Nightly Business 

Report first got started, would it be any different than what you would say today? 

 

WB: Not at all. If youôd ask the same questions, youôve gotten the same answers. 

 

SG: Thank you so much Mr. Buffett é Thank you so much, always a pleasure talking to 

you. 

WB: Thank you, been a real pleasure. 

 

 

 
Guinness Family Office Expanding 



            

 F a m i l y O f f i c e s G r o u p . c o m      |      F a m i l y O f f i c e s D a t a b a s e . c o m 
 

Page 32 

Below is a short article on the Guinness family's Iveagh family office and 

how it may be expanding to take in new money. I believe this is happening 

daily, we just don't hear about it. Many small wealth managers are raising 

their minimums while large single and multi-family offices slightly lower their standards or 

increase their marketing efforts in order to attract new clients. Here is the article excerpt: 

 

Iveagh Private Investment House is open to adding another family to its books, 

reinforcing its status as a multi-family office. 

 

According to citywire, the final decision on who the new family might be has not yet been 

made, and the head of portfolio and senior partner Christopher Wyllie is very clear on 

the type of family he wishes to assist. 

 

"Only those that gelled with the firm's strategy and culture would be considered, he is 

reported as saying. On the subject of how much money they would need, he only said "it 

would have to be a significant figure." 

 

It is understood that Iveagh has had a lot of interest already but require any partner to 

possess a similar culture and goals. The report says the family office does not wish to 

get sidelined and have plans skewed by individuals wanting us to maintain their 'hobby 

horses'". source 

 

 

 

Components of a Family Office 
 

I just came across an educational PowerPoint presentation by a US-

based family office firm. Within this powerpoint I found a list of services 

which are provided by family offices. For those of you who are selling to 

family offices, about to work for a family office or are looking to soon 

engage a family office this list could be useful. 

  

¶ Tax Compliance, Planning and Preparation.  

¶ Investment Policy and Asset Allocation 

¶ Portfolio Strategy and Manager Selection 

¶ Portfolio Accounting 

http://familyofficesgroup.com/
http://www.campdenfb.com/default.asp?title=Guinnessfamilyofficesettowelcomenewfamily&page=article.display&article.id=15049
http://familyofficesgroup.com/
http://familyofficesgroup.com/
http://familyofficesgroup.com/
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¶ Investment Performance Monitoring 

¶ Alternative Investment Tracking (Hedge Funds, Real Estate & Private Equity) 

¶ Trading 

¶ Bookkeeping and Bill Payment 

¶ Financial Reporting 

¶ Cash Flow Management 

¶ Estate and Wealth Transfer Management 

¶ Insurance and Risk Management 

¶ Foundation and Philanthropy Management 

¶ Personal Finance Management 

¶ Concierge Services 

¶ Data and Document Management 

If you are interested in viewing the full PowerPoint presentation you may find it by 

clicking here.  

 

 

 

 

 

 

 

 

 

 

 

 Family Office Buyout 

Cymric Family Office Services, a Costa Mesa firm that manages financial 

affairs for ultra-high net worth families, has been sold to GenSpring 

Family Offices, a wealth-management firm with $17 billion under 

advisement. 

Pat Soldano, who founded Cymric in 1987, said last week she decided to sell her 12-

member firm because she wants to assure clients that she has a succession plan in 

place. 

ñIôm turning 60 next year,ò she said. ñThat contributed to my decision to make sure 

thereôs always someone alive and viable.ò source 

 

http://hedgefundblogger.com/
http://privateequityblogger.com/
http://familyofficesgroup.com/2008/06/philanthropic-giving.html
http://www.harrismycfo.com/vgn/cfo/pdf/whitepapers/Family_Office_Separate_from_Business.pdf
http://2.bp.blogspot.com/_wM_OZdOMR_Y/SVcfYv76IYI/AAAAAAAACu4/TzrHFglfAFM/s1600-h/Family-Office-Buyout.jpg
http://2.bp.blogspot.com/_wM_OZdOMR_Y/SVcfYv76IYI/AAAAAAAACu4/TzrHFglfAFM/s1600-h/Family-Office-Buyout.jpg
http://jan.freedomblogging.com/2008/12/23/oc-advisor-to-ultra-wealthy-sells-firm-to-ensure-continuity/6294/
http://jan.freedomblogging.com/2008/12/23/oc-advisor-to-ultra-wealthy-sells-firm-to-ensure-continuity/6294/
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What is a Family Office? | Wealth Management 

I just found a PDF on family offices that lays out 5 differences 

between wealth management firms and family offices. Since I get 

many questions related to what family offices do and how 

marketers can reach them I thought this list may help: 

 

 Top 5 Differences Between Wealth Management & Family Offices 

              

         They deliver objective advice that keeps clients informed of all the risks and 

advantages of every decision, thus empowering them to understand the impact of the 

choices they make and the effect on their long term goals.  

             They provide sophisticated investment advice and implementation to meet the 

customized needs of taxable families with complex wealth structures. 

             They add value by working collaboratively, combining internal resources with a 

clientôs team of advisors to develop unique solution to challenges that cross disciplines, 

such as estate, tax, risk management and similar fields.   

              They provide leadership in family governance and education, a critical factor in 

preparing future generations for the complex obligations of wealth management and 

preservation.  

              They take care of the day-to-day demands that wealth can impose, relieving 

family members of many routine worries and burdens. 

Read more about family offices or read the rest of this PDF here.  

 

Philanthropy and High Net Worth Giving 

Family offices often provide philanthropic services to their clients. This is 

why we are creating a whole section of FamilyOfficesGroup.com 

dedicated to philanthropic management for HNW individuals. Here is one 

article within this collection: 

 

The end of the year means holidays in many cultures, typically centered around 

universal sentiments of thankfulness, grace and a shared spirit of giving: it is our Giving 

Season. 

 

http://richard-wilson.blogspot.com/
http://richard-wilson.blogspot.com/
http://familyofficesgroup.com/
http://www.pitcairn.com/images/resources/Pitcairn_FamOff_WP_FINAL.pdf
http://2.bp.blogspot.com/_wM_OZdOMR_Y/SU6stZTsg5I/AAAAAAAACrY/30FspEjpQaA/s1600-h/Philanthropic-Article.gif
http://2.bp.blogspot.com/_wM_OZdOMR_Y/SU6stZTsg5I/AAAAAAAACrY/30FspEjpQaA/s1600-h/Philanthropic-Article.gif
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Philanthropy, by contrast, embodies this shared spirit of giving all year long. It is a 

perennial act that renews itself, sometimes due to mandatory minimum requirements 

and tax codes, sometimes due to strategic intents and ambitious legacies and 

sometimes simply due to spontaneous expressions of warm compassion. In all aspects, 

Philanthropy expresses love of humankind at its most fragrant essence; it is the spirit of 

the Giving Season writ constant and companionable throughout each day and every 

walk of life. 

 

We are all philanthropists to greater or lesser degree at this time of year. And being such 

doesnôt take a fortune to give away, nor a cadre of advisors and intermediaries to distill 

clarity and effectiveness from the murky depths of good intentions towards others. Being 

a philanthropist begins simply and with ease. It starts with a sentiment of love for 

humankind and then, quite naturally, extends little by little into quiet and consequential 

gestures towards others; it arises wholesomely as day to day living: perhaps letting 

someone else take your parking spot or lane while driving, offering someone to go 

ahead of you at the grocery or department store, even being polite to telemarketers with 

a simple, ñno thanks, but good luck to youò. In so many instances at todayôs pace of life, 

philanthropy begins with natural contemplativeness of our circumstances and others 

living around us, followed by a conscious choice to slow down and then, as often 

unexpectedly, results in a spontaneous, natural act of kindness in the space weôve just 

created for ourselves. And this brings us to the final point of this article for our Giving 

Season: you. 

 

Though we may seasonally gush for others to give liberally and wisely counsel them to 

be truly thankful for what they have, sometimes we cast our wisdom in reflective light 

regarding anotherôs bounty, a cautionary tale of woe observing anotherôs loss, or as a 

shared ritual expression amidst our high holy days. However much we count on this 

cyclical genuflection each year, nudged by commercial, cultural and religious forces from 

without and solemn personal choices from within, we often forget to balance our 

awareness of others with the full aspect of our own grace and joy: giving honest 

recognition to ourselves for all that weôve done for others during the year, such that they 

themselves may be thankful. This is something to be happy and joyous about. 

 

In this Giving Season where we are all philanthropists, please take a pause and give to 

yourself. Recognize and be joyful for all that youôve done for others during the year: we 

know Charity doesnôt always begin at home, but it should be allowed to come back and 

visit us from time to time. 
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R. Mark Hanna is founder of Social Wealth Partners, a private philanthropy advisory firm 

for individuals, families of wealth and their trusted advisors. He has paused to 

acknowledge the good he has done for others during this year and wants you to know it 

feels great.  

 

 Corporate Philanthropy 

A New Context (Part 2 of 2) 

We began this two-part series (read part 1 here) positing Corporate 

Philanthropy is in serious upgrade and no longer relegated to fig-leaf 

functionality as an adjunct to marketing and sales. We also highlighted how 

Corporate Philanthropy now comprises a broad array of emerging 

operational disciplines including, but not limited to, Social and Mission Related Investing, 

Sustainability and Corporate Social Responsibility. 

 

One outspoken corporate leader with an accessible vision extolling the merits of this tidal 

shift is Ray Anderson of Interface (http://www.interfaceglobal.com/), the worldôs largest 

manufacturer of modular carpet. Ray articulates comprehensive and complete 

innovation towards sustainability at every level of their supply chain and customer 

product cycle. As Ray relates, he moved his company from ñThe Way of the Plundererò 

that wreaked havoc on the environment to one of sustainable manufacturer because of a 

kick in the pants by his customers. Not surprisingly, doing good for the environment also 

did well for their bottom line. Ray is not unique, as Gene Kahn, vice president of 

sustainable development at General Mills notes, ñ... sustainability really lives at the 

intersection of the interests of society and the interests of business... It illustrates the 

potential and necessity for systemic change in the corporation and links it to the 

formation of competitive advantage.ò These are just two outspoken advocates of what is 

known as managing for the ñTriple Bottom Lineò (people, profits, planet); to date, over 

600 major corporations around the world have self-declared their participation and report 

annually on sustainable, triple bottom line practices and results, as noted by the Global 

Reporting Initiative. 

 

Another integration of Corporate Philanthropy is the seamless shift by professional 

investors in defining their Alpha: more RIAs, CFAs and corporate financial officers 

responsible for investment portfolios are including social impact performance in their 

achievements. This Social and Mission Related Investing began globally as shareholder 

http://1.bp.blogspot.com/_wM_OZdOMR_Y/ST_ivEST7bI/AAAAAAAACpY/TBW0yTrkSGQ/s1600-h/Corporate-Philanthropy-Family-Offices.jpg
http://1.bp.blogspot.com/_wM_OZdOMR_Y/ST_ivEST7bI/AAAAAAAACpY/TBW0yTrkSGQ/s1600-h/Corporate-Philanthropy-Family-Offices.jpg
http://familyofficesgroup.com/2008/11/corporate-philanthropy-new-context-part.html
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activism and disinvestment in South Africa to end Apartheid. Professional money 

managers have since evolved their social screens on equities from merely negative ones 

of disinvestment to more sophisticated filters seeking positive, triple bottom line impacts. 

Social investing has also made its way to retail products, whereby publicly traded funds 

now offer customers direct access to social good producing, financial portfolios. This 

trend is a sweeping opportunity for investment professionals to upgrade their own 

disciplines by offering superior insights and services to their private clients. Even the 

Wall Street Journal notes evidence in a recent article ñDoing Good, and Not So Badlyò 

that not including social good portfolios could lead to sub-par financial performance 

(November 2, 2008 http://online.wsj.com/article/SB122558025168290947.html#). 

 

What a hopeful discovery for beleaguered times: social investing offers true Alpha (not 

simply negative correlation) to market indices and perhaps especially so in down-market 

environments where shareholders prefer to hold rather than liquidate ownership. 

Evidently, Doing Good really does lead to Doing Well after all! 

 

R. Mark Hanna is founder of Social Wealth Partners, a private philanthropy advisory firm 

offering tailored workshops for individuals, families of wealth and the professionals that 

serve them. 

 

 

 

                                                              
Gating Clauses & Lock Up Periods for Investors 

 

Hedge Fund Research's Global Hedge Fund Index was down 3.04 

percent in November, after a drop of 9.26 percent in October (see FIN 

Alternatives article). That brings the index down 22.3% YTD through 

November. Continued poor performance has increased redemption 

requests, causing an increasing number of hedge funds to block 

investors from redeeming shares (see NY Times article). The increased addition of 

illiquid investments over the years (such as real estate and private equity) has caused 

many funds to start considering a new model that would require longer lock-up times for 

lower fees. High-water marks, which would force some under-performing funds to earn 

back 25 percent or more before taking profit fees, will cause additional funds to close, 

although others insist they will take the high road and not close until they are profitable 

again. 

http://1.bp.blogspot.com/_wM_OZdOMR_Y/ST6Vek9SU8I/AAAAAAAACmo/pisAcon781Y/s1600-h/hedge-fund-gating-clause-lock-up-periods.jpg
http://1.bp.blogspot.com/_wM_OZdOMR_Y/ST6Vek9SU8I/AAAAAAAACmo/pisAcon781Y/s1600-h/hedge-fund-gating-clause-lock-up-periods.jpg
http://www.finalternatives.com/node/6269
http://www.nytimes.com/2008/12/05/business/05views.html?_r=1&ref=business
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As of the end of last week, approximately 100 hedge funds have placed restrictions on 

withdraws, in what is becoming a financial roach motel where investors can check in, but 

they cannot check out (see Bloomberg article). The increased use of gates has even 

spread to some of the previous stars of the industry, such as Fortress Investment Group, 

Tudor Investment Corp., and D.E. Shaw & Company (see WSJ article). Furthermore, the 

problems are even worse for those funds investing in emerging markets, which continue 

to under-perform and are down an additional 1.41% on average in November (see 

Bloomberg article). 

 

Finally, even with new gating restrictions, some hedge funds are also being forced to 

renegotiate borrowing terms with their prime brokerage lenders as losses and 

redemption requests increase (see Financial Times article). Many prime brokers are also 

seeing this as an opportunity to drop clients or renegotiate terms that were originally in 

favor of the large hedge funds who previously had bargaining power. No doubt many 

large investors with liquidity will be able to throw their weight around in a similar way as 

they begin renegotiating lower fee structures in return for longer lockup periods. 

by Davide Enke 

 

 

 

 

 

Family Office Marketers 

Demand for Family Office Sales Professional 

Below is an article on family offices and how they may be well positioned 

to pick up the pieces and grow their market share after this financial crisis 

has passed. I agree with the comment below that part of the reason that 

ultra high net worth individuals sometimes don't use family offices is 

because they don't know they exist or have never sat down with someone to discuss 

why it may make sense to work with one. 

 

I believe this is a sign of pent up demand for expert family office marketers. If you can 

work within the industry for 7 years and build your marketing expertise you are worth 

your weight in Gold to a medium to large sized family office group which is looking to 

further expand their services. 

 

http://www.bloomberg.com/apps/news?pid=20601039&refer=columnist_hassett&sid=anXt996yzU6o
http://online.wsj.com/article/SB122868561280086255.html?mod=googlenews_wsj
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aaxduJqaKqjc
http://www.ft.com/cms/s/0/16c27a02-c26d-11dd-a350-000077b07658.html
http://www.bullbeartrader.com/2008/12/more-hedge-fund-gates-restrictions-and.html
http://www.shareselect.com.au/images/green1.jpg
http://www.shareselect.com.au/images/green1.jpg


            

 F a m i l y O f f i c e s G r o u p . c o m      |      F a m i l y O f f i c e s D a t a b a s e . c o m 
 

Page 39 

Here is an excerpt from the article mentioned above: 

 

When the dust settles from the financial crisis, multi-family offices are likely to be among 

the winners in Europeôs wealth industry. 

 

These businesses, which tend to advise ultra-wealthy families, expect to benefit from the 

damage wrought to the reputations of investment banks. 

 

Geneva-based Global Wealth Management manages ú2bn ($2.6bn) for about 30 

European and Middle Eastern families. Peter Sartogo, its managing partner, says multi-

family offices have until now failed to promote themselves effectively in Europe. 

 

ñOne of the reasons multi-family offices havenôt grown as rapidly as might have been 

expected is that clients simply donôt know they exist. At the same time, there is no 

winning formula for a multi-family office ï everyone does it differently.ò 

 

Sartogo joined GWM three years ago after 15 years as an investment banker: ñI think of 

it as my military service,ò he laughs. source 

 

 

 

Family offices & Wealth Management Mergers 

Below is a short piece on a recent family office related merger. I believe 

these will be increasing in frequency as highly profitable leaders within this 

industry look to re-invest cash in smaller family offices which could use 

best practices processes, centralized due diligence and manager selection 

services of the larger family offices. Here is the article excerpt: 

 

Multi-family office Stonehage Group has announced the merger of TriAlpha, its asset 

management arm, with ACP Partners to create a combined business owned 50:50 by 

the two groups that will be known initially as ACP TriAlpha and has some USD2.5bn in 

assets under management. 

 

Founded in 1997, TriAlpha is an asset management house with an absolute return bias 

that manages a range of multi-manager hedge funds, multi-asset class funds and direct 

http://www.wealth-bulletin.com/wealth-business/advisers/rss/content/3352668489/
http://ns1.siteground169.com/~healthan/healthandfuture/images/stories/Images/invest.jpg
http://ns1.siteground169.com/~healthan/healthandfuture/images/stories/Images/invest.jpg
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securities products for clients including institutions and high net worth families. 

 

London-based ACP was founded in 2001 by Joseph Sassoon, former founder and head 

of Goldman Sachs' European private wealth management business, and Alok Oberoi, 

who was head of Goldman's Asian private wealth management business and 

subsequently chief operating officer of global private wealth management in New York. 

Brett Lankester, the former head of private wealth management for Goldman in the UK, 

joined ACP in 2007. source 

 

 

 

 

 

 

 

 

Corporate Philanthropy - A New Context (Part 1 of 2) 

Below is part 1 of a 2 part series on corporate philanthropy. To read part 2 please click 

here. 

 

Is Corporate Philanthropy an oxymoron or can for-profit companies step-up and 

altruistically love mankind?  

 

Before answering that question, letôs first face the music of rational chagrin shared 

between professionals in both not-for-profits and for-profits regarding philanthropy. 

Recently, both groups have been struggling under a two-handed assault from 

practitioner and policy critics alike. Even Michael Porter, one of the most influential 

http://www.hedgeweek.com/articles/detail.jsp?content_id=278735
http://www.theonion.com/content/files/images/onion_news1237.jpg
http://www.theonion.com/content/files/images/onion_news1237.jpg
http://familyofficesgroup.com/2008/12/corporate-philanthropy-new-context-part.html
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writers and thinkers of our times, believes philanthropy is woefully ineffective in living up 

to its own hype, regardless the flavor. Unfortunately, the viewable facts to date do little to 

support the anecdotal claims of greatness in philanthropy, no matter who is shelling out 

the shekels. 

 

As the intent of corporations is to generate greater private wealth for shareholders, 

similarly the intent of not-for-profits and philanthropy is to generate greater social wealth 

for society. We can thus view some comparable facts in light of this context: 

 Philanthropy, in the US alone, employs ~15M people generating ~$1T in annual gross 

revenues; whereas, 

¶ US corporations employ ~150M people generating ~$15T annually. 

An interesting inference can be seen on the face of these big numbers: domestic 

corporations actually employ 10 times more people yet also generate 15 times more 

productivity than not-for-profits. If we expand our definition of Philanthropy only slightly, 

from one of not-for-profit, tax-free activities to one of actual social wealth creation and 

verifiable results we can begin to see how corporations are doing better at Philanthropy 

in a variety of areas, even without the soft-hearted intent of a social worker. 

 

The answer to our initial question is thus an emerging YES. Our new vision is one of 

Corporate Philanthropy in significant upgrade. Each year more and more corporations 

are redefining the way they do business by producing social impacts that used to be 

viewed as the sole domain of not-for-profits. In this process they have integrated 

corporate philanthropy into their for-profit effectiveness to achieve direct, verifiable social 

and financial gains. Frankly these greater, measurable results are a much more valuable 

definition of Corporate Philanthropy than the old-fashioned touting of the amount of tax-

free donations raised and then given away. 

 

These social results also imply a tidal shift by the largest, global companies: they have 

moved beyond transaction-point incentives and organizational behaviors towards 

capturing greater value from their entire supply and consumer chain. This value creation 

includes reduced life-cycle costs and impacts of products (from initial development to 

reclamation and reuse) both within and well beyond their local communities. Another 

visible indicator of corporate philanthropy in upgrade is the wide variety of emergent 

corporate and professional disciplines supporting this tidal shift, including Mission 

Related Investing (the for-profit money management of tax-free corpus), 

Sustainable/Ethical Investing and Corporate Social Responsibility. 

 

Each area is a broad umbrella unto themselves, yet they share a defining similarity of 

http://familyofficesgroup.com/2008/11/ultra-high-net-worth-philanthropy.html
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movement away from fig-leaf Philanthropy as a marketing function towards a holistic 

value-creating convergence of for-profit considerations that has become central to CFO, 

CEO and Boards regarding the strategic allocation of capital. And even better, the 

markets are now showing that new corporate philanthropy performances such as these 

are worth more than their peers, as priced from their shareholders point of view. 

 

In the next part of this series we will outline the shifting focus of for-profit initiatives that 

are redefining Corporate Philanthropy as a blended venture of profit-seeking and social 

good in more detail. Please stay tuned. 

 

R. Mark Hanna is founder of Social Wealth Partners, a private philanthropy advisory 

firm, and president of Social Wealth Investment Management, a for-profit, social wealth 

generating investment fund. 

 

Read Part 2 of this article by clicking here. 

 

 

 

 

UHNW Philanthropy & Giving Patterns 

I recently was looking for interesting resources to post to this site 

and found a PowerPoint presentation on family offices, ultra high 

net worth individuals and their philanthropic giving patterns. To 

view this PowerPoint now please click. here 

 

 

Family Giving 

Family offices can improve client success in Family Giving much more than 

they realize. Many trusted legal, tax accounting and portfolio professionals 

have effortlessly created Family Giving vehicles (donor advised funds, 

http://familyofficesgroup.com/2008/12/corporate-philanthropy-new-context-part.html
http://www.mnstate.edu/images/edhuman/giving%20tree%20photo.jpg
http://www.mnstate.edu/images/edhuman/giving%20tree%20photo.jpg
http://www.philanthropie.net/Images/Scorpio%20Slides.ppt
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foundations, etc.) for their clients; however, families of wealth now realize that even 

though easily obtained, such giving vehicles themselves have been insufficient to ensure 

philanthropic success. And worse, some giving vehicles could not even reach initial 

destinations once they become mobilized! What more can family office professionals 

do? 

 

One solution is for family office professionals to look at already available skills in new 

ways. Wealth managers, legal and tax experts may not realize their existing expertise 

can directly improve success potentials in philanthropy. Here are a few soft and hard 

professional skills that quickly translate well to helping clients with their Family Giving: 

 

1. Clarifying strategic intentions: what expected successes are to result from Family 

Giving? Are we focused more upon expressing and strengthening the inter-generational 

transfer of family values, supporting favored organizations, or achieving statistically 

significant impacts in community and society at large? The soft skills here are literally the 

same trusted insights applied to teasing out expectations from financial plans, legal 

strategies and investment portfolios: what results do you want by when; what costs are 

you willing to afford in order to get them? 

 

2. Outlining portfolio options: since we know our desired results, what concentration and 

diversification of resources offer the best approach to achieving them? Do we support 

known organizations already producing impacts; do we seek social entrepreneurs with 

innovations? As in wealth management, such skills in balancing diversification and 

concentration in portfolio options similarly improves the probabilities for ongoing 

performance in Family Giving. These hard skills include research and due diligence 

needed to identify and engage high-performers in markets where Family Giving will 

occur. 

 

3. Negotiating performance milestones: one great myth about philanthropy is that itôs 

impossible to use verifiable and measurable performance standards for targeting 

success. This is simply not true. Humans in all domains thrive on achievement and being 

rewarded for it. Since the familyôs ultimate giving success is now clearly defined, 

consequential steps to achieve those results can be explicitly opened for discussion. As 

portfolio investments and managers can align by term sheet incentives tied to 

milestones, so too can charitable organizations and Family Giving align by rewards tied 

to interim accomplishments. 

 

In these simple ways family office professionals can unabashedly apply their acumen on 
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behalf of their clients' best interests and add greater value. At the very least, the soft and 

hard skills of a trusted fiduciary can quickly deliver one service needed by many Family 

Giving clients: simply getting them going in the right direction. 

 

R. Mark Hanna is founder of Social Wealth Partners, a private philanthropy advisory 

firm, and president of Social Wealth Investment Management, a proprietary, social 

purpose investment fund. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Raising Capital from Single Family Offices 

Here is a short piece on how many of the world's most 

sophisticated investors are looking to not only sustain current 

hedge fund related investments, but increase them. Here is 

the first shred of evidence that hedge funds are going to 

emerge 2x as strong in 2011 as they were in 2007: 

 

Advisers for ultra-wealthy investors are bullish on hedge funds, with many planning to 

increase their allocations to the alternative investments next year, according to a new 

study. 

A majority (58%) of single-family offices around the globe participating in the On the Rise 

http://jalopnik.com/assets/resources/2008/06/EatTheRich.jpg
http://jalopnik.com/assets/resources/2008/06/EatTheRich.jpg
http://richard-wilson.blogspot.com/2008/03/hedge-funds.html

