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Unique is
BEAUTIFUL

REMARKS FROM
THE F IRE
CAPITAL  TEAM

The modern multi-family office is quickly
becoming the preferred way that
sophisticated wealthy families around the
world manage their financial, philanthropic
and personal affairs. Significant wealth is
generally associated with greater
complexity and challenges that uniquely
burden Ultra High Net Worth (UHNW)
families. A well-designed multi-family office
can serve as a centralized support system
that is specifically tailored to the needs of
the family. People that seek out a family
office type of relationship want to
professionalize their affairs because they
understand that their wealth is their
business and vice versa. 
 
In this report we provide some historical
context around why family offices were
formed and how the concept has evolved
over time. We then review the current
family office landscape, while touching on
reasons why the prominent trusted advisor
role for wealthy families may be shifting
away from traditional intermediaries to
modern multi-family offices. We close with
considerations that may help determine
whether a family office relationship is right
for your family. 



In practice, family offices range in size and function. The needs of UHNW families are complex,
so it makes sense that there is no universal standard. The underlying value of the family office
structure is the flexibility it offers to provide the level of service that large firms, with thousands
of clients to support, are simply unable to deliver. 

With that, a good place to begin is with a basic definition of a family office:
 

“Family offices are private wealth management advisory firms that serve ultra-high-net-worth
(UHNW) investors. They are different from traditional wealth management shops in that they offer
a total outsourced solution to managing the financial and investment side of an affluent
individual or family.”    - Investopedia.com

While the definition above is accurate, it does not tell the whole story. In addition to investment
advisory services, Family offices tend to offer a wider range of complimentary services tailored
to the needs of UHNW individuals or families, that may include everything from succession
planning and generational wealth transfer coordination to philanthropic support and lifestyle
management. The definition below may provide a better representation of the type of family
office that modern families could benefit from. 

“The family office is a unique family business that is created to provide tailored wealth
management solutions in an integrated fashion while promoting and preserving the identity and
values of the family.” - Familyoffice.com

 
The actual definition of what a family office is means much less than what it represents for
those families who have made the shift away from traditional wealth managers. Coordinated
expertise and true objectivity are just a couple of reasons that have been celebrated by family
office clients for hundreds of years. 
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WHAT IS  A
FAMILY  OFF ICE?
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Where we are

HISTORY OF FAMILY  OFF ICES

The f i ve  Rockefe l ler  brothers  in  1967 .  From le f t  to  r ight  are ,  Dav id ,  Winthrop ,  John D .  I I I ,  Ne lson and Laurance .

The “family office concept” dates back to the
6th century, beginning with the earliest
forms of stewardship among royal families
and their wealth. A king’s steward was
responsible for managing the royal wealth
which later spread to the role of the
aristocracy. Due to their position of power,
royal elites were the only ones with the
means necessary to amass such wealth,
turning to their close confidants to help
manage and grow their fortunes. As this
idea of managing assets for the wealthy
evolved over time, it was not until the 19th
century that the modern concept of a family
office emerged. 

It is believed that the first family office
appeared in 1838, when the family of John
Pierpont Morgan (J.P. Morgan) founded the
House of Morgan to manage their personal
assets, unknowingly creating the first family
office structure. The Morgan family is one of
the most prominent American banking
dynasties, accumulating much of their
fortune through revolutionizing the steel
and railroad industries during the 19th and
20th centuries. As both the family and their
assets grew, so did the complexities
commonly associated with managing
significant wealth. This led the Morgan family
to question the status quo, and 



and develop a family office governance
structure that was equipped to support the
unique needs of the family. 

Just a few decades later, another prominent
American family realized that a more
personalized approach was needed to
handle their financial affairs. Entrepreneur
John D. Rockefeller is often referred to as a
crucial figure in the family office space.
Wanting to take advantage of the oil boom
during the late 19th century, Rockefeller and
his business partners incorporated the
Standard Oil Company in 1870 in an attempt
to control the vast majority of oil refineries
within the area. His takeover strategy
bolstered rapid growth and consistently high
profit margins, allowing the company to
soon control virtually every aspect of the oil
industry by 1890. Rockefeller’s Standard Oil
amassed so much power that it caught the
attention of the U.S. government, ordering
that it be broken up. However, before the
corporation was dissolved, 

Rockefeller established an office of
professionals in 1882 to organize his wealth
as a single investment portfolio - as opposed
to independent business ventures. Although
not referred to as one at the time, this
structure of managing and growing wealth
would soon become one of the first modern
single-family offices. 

The family office has grown and evolved into
one of the fastest growing approaches to
managing family wealth. While each of these
prominent families initially amassed their
wealth through business savviness and
determination, it took a specialized
approach to wealth management that
incorporated objectives such as wealth
transfer, family governance, and investment
coordination amongst family members to
ensure continued prosperity and
prominence over multiple generations.
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The Future is
NOW
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EVOLUTION OF THE
FAMILY  OFF ICE

Over time, various types of family offices have emerged
with the single-family office (SFO), embedded family office
(EFO), and multi-family office (MFO) being the most
prominent. Beginning with the inception of the SFO
structure in the 19th century, these offices were meant to
professionalize the non-business related activities of high
net worth families who sought to preserve or grow their
wealth. What attracted families most to the SFO structure
is the full control that they maintained related to
investment decision making. The SFO was aligned with the
needs of the family members and provided dedicated
services tailored specifically to that family. However, as
time went on, the complexities and costs associated with
running a SFO made the concept less feasible for even the
wealthiest of families. As such, other variations of the
concept that Morgan and Rockefeller pioneered emerged. 

The embedded family office (EFO) is an informal structure
that exists within a family owned business. It is sometimes
born out of necessity as the family business grows and
personal assets remain intertwined. Trusted and loyal
employees of the family business are assigned additional
duties to oversee business and family assets, leveraging
resources within the company. It is common to have the
company chief financial officer or chief operating officer
serve a dual role as the family chief investment officer.
The EFO structure is still utilized frequently, particularly in
the emerging markets where the wealth management
industry remains underdeveloped. The biggest issue with
maintaining an EFO over the long run is that few
organizations employ people who have the knowledge
and experience to handle family investments and affairs.

Change is
OPPORTUNITY



It also takes time and resources away from the family
business. Eventually, most families realize that the
benefits of separating business and family related
activities likely outweigh the benefits of keeping
everything together under one roof. 

The multi-family office (MFO) solves the feasibility
issue associated with a SFO and the separation and
expertise problem associated with an EFO. This
modern approach maintains the benefits that a
family office can offer, while bringing down costs
through leveraging economies of scale. A MFO will
manage the financial affairs of several families who
are not necessarily connected to each other, but
have similar ambitions and objectives. Modern day
multi-family offices provide a wide range of services
in addition to investment oversight. These services
may include support associated with trusts and
estates, taxes, family governance, philanthropic work,
and family expense management. There will likely be
several bespoke services as well, which speaks to the
true value of having a family office to rely on. Today,
family offices are arguably the fastest-growing
investment vehicle for families with substantial
wealth. 
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“For a century, the
concept of the

family office was
really limited to a
small number of
families that had
enough money to

create one and
desired privacy
under a single-
family office. It
wasn’t until the

1980s that family
offices started to
multiply, first in

the US, then
elsewhere.” 

- John Davis, 
founder and chairman

of the Cambridge Family
Enterprise Group
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FAMILY  OFF ICE  LANDSCAPE

There are estimated to be over 10,000 single-family offices in existence globally at the time
this report was written, with almost half of them established in the last 15 years. (Future of
Family Offices Bloomberg) Although many asset managers and banks provide some of the
desired services, a growing number of wealthy families have opted for a more objective and
personalized approach to handle their family’s needs. This may be related to a growing
number of high net worth individuals feeling less satisfied with the service they receive from
their bankers and advisors. The challenge these large institutions face is that they are
structurally inflexible as they serve thousands of clients, while operating in a highly
regulated environment.  

Within the family office space, interesting trends have emerged that may
partially explain the allure. A report by UBS in 2018 highlighted the following as
key trends in the family office space:

As the family office space matures and assets grow, newly formed offices in international
jurisdictions are becoming increasingly common. Although the United States is home to a
large number of family offices, new data has shown that growth in other parts of the world
is beginning to accelerate. Outside of the United States, family offices are beginning to gain
traction in places like the emerging markets where new wealth creation and under-
developed wealth management industries are more prevalent. Global financial cities like
London and Singapore serve as a hub for those from emerging markets seeking a trusted
group of professionals to manage their wealth and protect the family interests. Clients
value the transparency and stable banking systems these jurisdictions offer, further
bolstering the growth of family offices over recent years. Current market conditions and
changing investor preferences have also contributed to rising interest in the family office
structure due to greater investment flexibility compared with more traditional options.

Private Equity
Sustainable Investing
Impact Investing

Real Estate
Next Gen
Strong Performance



Large financial institutions often have sophisticated investment teams, but portfolio
decisions may be restricted to pre-approved investment vehicles and proprietary mutual
funds. Small independent investment companies may have more investment related
flexibility, but often lack institutional level expertise. Well-designed family offices tend to sit
in the middle with sophisticated investment professionals and the ability to tailor
investment strategies based on the unique needs and circumstances of the family. As such,
family offices have started focusing on non-traditional asset classes including private equity
and real estate, while increasingly reorganizing to maintain the highest level of efficiency
among operations. It comes as no surprise that the most successful family offices recognize
the importance of efficiencies and connectivity, keeping running costs low while continuing
to focus on wealth management. 
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GEOGRAPHIC  DIFFERENCES IN
INVESTMENT STRATEGY

Another factor associated with the recent rise of family offices across the world has been
the explosion of high net worth individuals (HNWI) from developing regions, creating new
demand for wealth management services. Growth has been particularly prevalent in
Southeast Asia, the Middle East, and Africa. Unsurprisingly, family office services and
investment philosophies differ from region to region. 

Studies have revealed highly diverse regional differences in strategic asset allocation
decisions. Global investment strategies in emerging markets and Europe tend to resemble a
more balanced portfolio with a greater focus on capital preservation. In contrast, North
American family offices tend to be more growth oriented. Family offices in the Asia-Pacific
region tend to have the most diverse investment strategies, with 25% seeking preservation,
33% growth, and 42% balanced. 

Wealth is
GLOBAL



Setting up and running a single-family office can be expensive. According to Ernst & Young, the
costs of a typical single-family office can cost an estimated $1 million annually or more. The
cost seems high at first glance, but not so much when you consider the expertise, technology
and operational requirements needed to setup a specialized business entity that supports
multiple stakeholders with complex needs.

Depending on the level of services needed, a family office could easily employ a dozen people.
In addition to salary and benefits to attract top talent, other business-related expenses would
be incurred such as office rent, travel expenses and compliance reporting. 

The high costs associated with a single-family office is likely the main driver as to why the
multi-family office structure has grown in popularity. Multi-family offices leverage economies of
scale by working with multiple families that need similar support and services. The resources
and day-to-day concerns related to running a family office are diverted away from the family.
Instead, families will come to an agreement with the multi-family office on an equitable
compensation agreement. The fee is completely negotiable and varies widely. Some fees are
asset based while others are fixed in nature. 

Despite regional differences in investment strategies, family office governance priorities
tend to remain focused on similar objectives. The top governance priorities for family offices
across all regions are to implement a succession plan, educate family members on
becoming responsible shareholders, and create some kind of risk management procedure
or structure. Although there exists a disparity between emerging markets and the rest of
the world regarding some governance priorities - such as communication and human
capital oversight - a majority of global family offices focus their efforts on establishing or
forwarding the family legacy. 
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THE COSTS OF CREATING A
FAMILY  OFF ICE



As wealth grows and the family tree widens, so does the complexity. This is particularly true
when responsibility begins to transition to a new generation of family stakeholders. Every
family is different, but family office clients often report an appreciation for having a reliable
and trusted family advisor to lean on for holistic support. Reducing the burden that any one
individual carries on behalf of the family and freeing up time so individuals can focus on
what's most important to them are also commonly reported benefits of a family office. 
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VALUE PROPOSIT ION

UHNW Families Have Unique Circumstances

The very nature of a family office indicates that the value derived from a family office
relationship is most likely different for each client. Family office relationships may not be
appropriate for every UHNW family, but there are several services that independent family
offices are better positioned to provide when compared with large finacial instiutions. 
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Investment Advisory &
Oversight

The core element of a family office is usually
the investment arm. The issue for many
UHNW families is finding the right person or
people to trust. This is because most
financial institutions incentivize their
employees to bring in additional assets,
which at times may run counter to ensuring
the client’s best interests are kept in mind.
This leads to a moral hazard issue that
prevents critical information sharing and
transparency.

The family office structure helps solve the
trust issue by serving as the family’s
independent and objective trusted advisor
and confidant. Trust is often earned over
time if a previous relationship was not
already established. This is critical because
most family offices go beyond traditional
investment strategies to compliment
portfolios with more sophisticated
investment opportunities such as private
equity, venture capital, real estate, and
direct investments. 

In addition to sourcing investment
opportunities and setting general strategy,
the family office takes care of the
administrative aspects of investing such as
oversight and performance reporting.
Clients report gaining value just from having
someone who is a trained investment
professional to analyze performance and
meet with investment managers on their
behalf. 

Tax and Legal Advice

Tax and legal matters are particularly
important considerations for all wealthy
families and individuals. The significance of
having access to good tax and legal advice
cannot be overstated. Small mishaps can
lead to meaningful long-term issues that
have the potential to cause considerable
harm. Getting a family’s finances in order
can sometimes translate to helping them
become compliant with laws that may have
been misunderstood or looked over. 

Some family offices may employ tax and
legal professionals to support clients in-
house. Others may outsource to reputable
firms where they have established
relationships. Regardless, an increasingly
significant function of family offices is to
ensure the family is receiving the best
advice and is well protected.

Privacy

In modern times, balancing privacy with
opportunity may be one of the more
challenging issues that wealthy families
face. Rarely will a significant family feel
comfortable with giving all information and
assets to a single institution. This can lead
to miscommunication issues and missed
opportunities that may result in potential
negative consequences and inefficiencies
over the long run. Family offices can
mitigate this trade-off by serving as a
central point of contact for all institutions
and advisors.  



Succession Planning &
Education

The support system that a family office can
offer to the family’s next generation is very
attractive. It is common for the head of the
family to understand and appreciate the
necessity to educate and prepare the next
generation, but not knowing where to start
and lack of time tends to become
meaningful hurdles.

Every family has unique circumstances so
there is no standardized approach.
Ensuring a smooth transfer of wealth to the
next generation is often times an integral
function of a family office. It is common for
a family office to help coordinate amongst
professional advisors (e.g. estate planning
attorneys, accountants, etc.) and execute
effective intergenerational wealth transfer
strategies. Some family offices may even
plan annual family meetings where
education on certain topics is part of the
agenda. In other cases, support around
identifying distinct family goals or the
development of formal policies and
procedures to anticipate future family
disputes. 

Governance
and Management Structure
 
The family office structure allows for
better alignment of interests among family
members as well as between advisors
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and the family. Instead of having a
structure where multiple family
members work with multiple advisors,
family offices centralize all services
required to efficiently maximize
generational wealth related activities
including philanthropic gifting, tax and
estate planning, and pooled investment
opportunities.
 
Mismanaged expectations and slow
decision making among family
members can all result from a lack of
organization. Competing interests and
perspectives can also lead to family
disputes and rifts. A family office can
serve as an objective voice and third
party to help support family decision
making. Centralization also allows for
standardized reporting amongst
investment managers. Finally, the
family office structure helps to
professionalize or institutionalize the
family’s dealings, while still allowing for
a distinction between the family
business and the family wealth.

Time is
VALUABLE
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Philanthropy, Social Impact & Sustainable Investing

Family offices may offer philanthropic support and services that range from ad-hoc charitable
gifts to comprehensive administration and grant making from the family foundation.
Supporting a family’s impact objectives or helping to develop a more focused giving strategy
has become an important function for some family offices. Like tax and legal services, some
family offices will employ professionals to support families in-house or outsource to trusted
philanthropic advisors. 

In recent years, ESG (environmental, social, and governance) focused investing, values-driven
investing, and impact investing have been key areas of focus for family office investment
teams. This is because family offices have the expertise and ability to develop fully customized
strategies for their clients. They also tend to have much deeper relationships with their clients
which allows them to better understand the families core values.

F INAL CONSIDERATIONS

All the aspects (e.g. investments, estate planning, tax, etc.) that come along with significant
wealth require dedicated attention and expertise. Having an objective and trusted family
advisor to oversee the whole picture and coordinate efforts adds tremendous value. Some of
which, are immediate value add benefits, while others are harder to quantify such as saved
time and stress. 

However, not all wealthy families need the services of a family office and may be best suited
working with a traditional wealth manager. A good starting place for a family seeking to
understand what works best for their unique situation is to consider two key factors: level of
wealth and family need. As a general rule of thumb, a multi-family office relationship with
investment advisory services generally require family wealth to be at least $50M, whereas a
single-family office may not be viable for anything under several hundred million. However,
solely looking at level of wealth is an oversimplified approach. A family with significant needs
outside of investment management could also benefit from a family office relationship. 

The bottom line is that wealthy families have options. This report was created to provide a
brief overview of the family office concept. The approach at Fire Capital is to tailor services
based on the unique needs of each family relationship. Please reach out if you are interested
in learning more.



The information in this report was prepared by Fire Capital Management, LLC. Any views, ideas or
forecasts expressed in this report are solely the opinion of Fire Capital Management, LLC, unless
specifically stated otherwise. The information, data, and statements of fact as of the date of this report
are for general purposes only and are believed to be accurate from reliable sources, but no
representation or guarantee is made as to their completeness or accuracy. Market conditions can
change very quickly. Fire Capital Management, LLC reserves the right to alter opinions and/or forecasts
as of the date of this report without notice.

All investments involve risk and possible loss of principal. There is no assurance that any intended
results and/or hypothetical projections will be achieved or that any forecasts expressed will be realized.
The information in this report does not guarantee future performance of any security, product, or
market. Fire Capital Management, LLC does not accept any liability for any loss arising from the use of
information or opinions stated in this report.

The information in this report may not be suitable or useful to all investors. Every individual has unique
circumstances, risk tolerance, financial goals, investment objectives, and investment constraints. This
report and its contents should not be used as the sole basis for any investment decision.

Fire Capital Management, LLC is a boutique investment management company and operates as a
Registered Investment Advisor (RIA). Additional information about the firm and its processes can be
found in the company ADV or on the company website (firecapitalmanagement.com).

CFA® and Chartered Financial Analyst® are trademarks owned by CFA institute.

(415)  828-0129 | www.f irecapital .co | invest@firecapital .co
78 SW 7th St ,  Ste 500,  Miami ,  FL 33130 | 156 2nd Street ,  San Francisco,  CA 94105
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