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Multigenerational family offices are becoming more common, and they come with their own set of challenges. To
maintain cohesion and protect the family legacy, it’s important to formalize the family’s governance structure,
Steven I. Weiss reports this week.
 
Also in this issue, we talked with Emily Thompson, an art adviser and valuation consultant, about what families
need to know about collecting art. She tells us what aspects of due diligence tend to get overlooked, how to pass
on art from one generation to the next, and how art differs from cash or real estate when it comes to emotional
attachments. 
 
As we glide through January, if you have any predictions or insights into 2023 and what family offices can expect
in the year ahead, please pass them along. We’d love to use them to guide our reporting and are open to running
op-eds or commentaries submitted by readers.
 
Crain Currency is always looking to invite new members into our exclusive network of family-office professionals
and family members being served by them. If you know someone who would benefit from being part of our
network, please take a moment to invite him or her into the fold by clicking here.
 
And as always, we’d appreciate any comments, ideas and insights that would make this newsletter more useful.
Please forward these to Executive Editor Frederick Gabriel at fred.gabriel@crain.com or me at
marcus.baram@crain.com.
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By STEVEN I. WEISS
 
As the number of family offices serving multiple generations — in some cases, as many as four — grows, so do the
challenges of managing the expanded roles, greater responsibilities and changing ideas about the mission of those
offices.
 
“What you’re likely to see the further you get out from the wealth-creating generation is greater complexity and
greater difference in terms of what the successive generations are looking for — how they think about the wealth,
how they utilize the wealth and the values they bring to the table,” said David Fisher, executive managing director
of family-office services at Chicago-based Cresset.

 

HIGHLIGHTS

Family offices serving multiple generations face unique challenges.
It’s key to establish rules and structure, typically through governance documents.
Families need to make sure that everyone has an equal voice.
To avoid disengagement in younger generations, get the children involved early.

 

https://cressetcapital.com/about/team/david-fisher/


While the family’s wealth founder usually drives most of the decision-making during his or her  lifetime, it’s
imperative that successive generations establish rules and structure to sustain a family’s legacy into the future,
typically through governance documents. Doing so isn’t easy and often requires a diplomatic approach across
generations. 
 
Later generations only succeed in maintaining the family’s wealth when “they make sure that everyone has an
equal voice,” said Sharon Olson of Olson Wealth Group in Bloomington, Minnesota. “The documents are what
provide the cohesion for the family.” 
 
Kent Swig, president of New York-based Swig Equities and himself one of eight surviving members of his family’s
third generation, helped formalize his family’s structure in the 1990s. The plan put in place continues to drive
decision-making as the fifth generation comes of age.
 
“The first thing we did was create governance documents,” Swig said, along with a board of directors. The
governance documents specify who counts as a family member when it comes to distributions from the family’s
assets, how investments and other decisions will be made, who will serve as a board of directors and the amount
of compensation for family members who work within the family office. 
Every five years — and more frequently in special circumstances — Swig’s family members reevaluate the
governance documents. “This governance document lives and breathes every day,” he said. “Nothing is set in
stone.”
 
For Swig’s family, the changing makeup of the family is a major focus of the revisions to its governance
documents. Those changes include resolving questions about whether and how to include family members not
contemplated in the original documents, as well as those who were once married into the family but no longer are
because of divorce or the death of a spouse, stepchildren, adopted children and more. Other changes might affect
how the board of directors is run, how proceeds are shared among family members, investments and
philanthropy.
 
Besides the need for formal structures, it’s important for families to consider the possibility that later generations
might not want to be involved in the family office’s activities.
 
The potential for disengagement is why Olson advises clients to get children involved early, when they’re around
10 years old, so that “those next generations will also get used to the conversations around wealth and talk about
these important values around wealth.” 
 
Olson has found that family offices need to engage members through a range of opportunities beyond the
traditional investment decisions — from informal get-togethers and reunions to philanthropic initiatives — so that
the family operations can “draw people in even if they have no interest in investing. We work hard to really
encourage everyone to be at those meetings, and different individuals are encouraged to bring ideas.”
 
That strategy has worked for a family well-known for its continuity—the Rockefellers, according to a former
executive there. Harry Grand, currently head of the New York office of Angeles Investments, spent eight years as a
chief staff and client adviser at Rockefeller & Co., where six generations were alive at once.
 
“That family, specifically, has done a phenomenal job at maintaining really healthy communication, having
annual meetings with the family members around philanthropy,” Grand said. “They all get together in a very
positive, nurturing way to talk about things that they can be doing for the environment or for whatever charitable
goal they have.”
 

Q&A:
EMILY THOMPSON
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Emily Thompson is an art adviser and valuation consultant. She is a faculty member at the Ultra High Net Worth Institute and
Sotheby’s Institute of Art, as well as an appraiser for the Internal Revenue Service and owner of her own firm, Thompson Art
Advisory. Before that, she was a specialist in fine art at Emigrant Bank. 
 
What are the fundamentals of art collecting that families need to be aware of? 
 
First is due diligence. I’m talking about authenticity, provenance research, forensic analysis and all the elements that go into that.
Then there’s documenting and maintaining up-to-date valuations for your collection.
 
Cultural repatriation and sanctions are another area — traditionally with Greece and Italy but also now with Iran, parts of the
Middle East — and how those laws and sanctions impact the ownership of art, the transactions, all sales and acquisition of art, and
things like that.
 
Is there an aspect of due diligence that tends to get overlooked?
 
The transaction itself. Is the purchase price reasonable, or is it, for some reason, too high or too low? Are there any instructions
with that transaction that would give pause? Does the seller request that the artwork be paid for in cash? Are there multiple
parties involved or an intermediary, so it’s unclear who is actually receiving the funds or giving the funds?
 
What are the issues that come up with passing art from one generation to the next?
 
When it comes to the generational shift of wealth that’s happening in the next five to 10 years, when it comes to art, the
information and knowledge about the collection, and sometimes the enthusiasm, doesn’t always transfer from one generation to
the next. So by the time there is a liquidity need or an opportunity for sale, that could cause major problems for a family. 
 
When generations differ in their emotional attachment to the art collection, what’s the practical impact?
 
To give an example, let’s say you have a collecting couple who amasses a significant collection, perhaps in a very specialized
collecting category that requires a lot of research and confirmation of provenance. The father or mother passes away, and then
their adult child becomes the steward of that artwork. It was the passion project of the senior generation, but the younger
generation may be interested in a sale and does not have the same kind of emotional attachment to it.
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In a family-office scenario, the art collection is never going to be the largest line item on a family balance sheet, but it will be the
one that has the most emotion around it. People will have different feelings and connections to the artwork, which is very different
than cash as an asset or real estate as an asset, so it has the most potential for emotional uncertainty. And it usually, but not
always, ends up being one of the last things that’s planned for.
 
There are lots of inheriting generations of a family that are very involved in a collection, but then there are families where there
just isn’t enough interest [from the younger generation] to put in that work. If they’re pursuing a sale without proper cataloging
ahead of time, it becomes a fire-sale scenario, and they could face a potential loss.

Interview conducted by Steven I. Weiss

 

LOOSE CHANGE
Singapore turning into the Switzerland of Asia: The Southeast Asian island nation is supplanting Hong
Kong as a destination for family offices, with the number based there spiking from 50 in 2018 to 700 by the end of
2021, the Financial Times reports in a deep dive. “Lawyers and wealth management advisers estimate that
number reached about 1,500 by the end of 2022,” the report says, noting that 40% of these family offices are
estimated to be coming from China. The Monetary Authority of Singapore says inflows of assets under
management have increased around four times since 2016, to the equivalent of around $300 million annually.
 
ECB tells banks to better manage risks in trades with family firms: “Material shortcomings” exist in
lending to family firms and other large entities such as hedge funds, the supervisory chief of the European Central
Bank, Andrea Enria, wrote in a blog post—and regulation could soon be coming. Enria wants to see banks do
more to identify counterparty credit risk in such loans and specifically highlighted the collapse of the family office
Archegos Capital Management as an example. As a result, families could face more due diligence, which could
translate into higher borrowing costs or more lending restrictions.
 
Two van Gogh works in legal disputes: Separate lawsuits claim that two works of Vincent van Gogh don’t
belong to their current owners. In a Holocaust-related claim, descendants of German banker Paul von
Mendelssohn-Bartholdy are suing the Japanese insurance company Sompo Holdings, which owns van Gogh’s
“Sunflowers,” claiming that their ancestor was forced to sell the artwork to prevent Nazi confiscation in the 1930s.
Meanwhile, Brazilian collector Gustavo Soter obtained a restraining order involving a less well-known work of the
artist, “Une Liseuse De Romans,” after it appeared in an exhibition at the Detroit Institute of Arts. Soter claims
that after he bought the painting in 2017, he “immediately transferred possession—but not title—to a third party
[that] … absconded with the painting, and [Soter] has been unaware of its whereabouts for years.”
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