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Matching the Family With the Right Family Office 

 

 

Carol Pepper, CEO, Pepper International, LLC 

 

 

History of the Family Office 

 

The family office model has been in existence since the late 1800’s in the United States 

and Europe.  A family office in the traditional sense is a physical office that is set up to 

manage the financial affairs of a single wealthy family.  The office may be staffed by full 

time accountants, lawyers, investment advisors, bookkeepers, tax specialists, real estate 

specialists, or art curators.  Staffing depends on the size of the family, the number of 

generations within the family and the type of wealth held by a family.  The traditional 

family office stands as the representative of the family and is paid only by the family to 

execute the family’s plans, thus removing the key conflict of interest found with other 

types wealth advisors, who are usually paid from commissions or fees on products or 

services sold to the family.   

 

Services Provided by a Family Office 

 

The main services provided by a family office are as follows (in order of popularity): 

 

 Management of liquid assets, including asset allocation, risk control, manager 

selection, performance reporting and consolidated reporting 

 Development of multi-generational investment plans 

 Management of other assets and liabilities, such as real estate or private 

companies 

 Management of tax payments, bookkeeping and bill payments 

 Management of other assets such as art, planes, vacation homes, etc. 

 Management of charitable activities 

 Management of the education of children in financial literacy 

 Management of household personnel 

 Management of concierge services, such as family security services, family travel, 

etc. 

 

Note:  not all family offices provide all services; some are provided in-house and some 

are provided through outsourcing.  Many different models exist in terms of in-house 

versus outsourcing of services. 
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Types of Family Offices 

 

The Single Family Office 

 

A single family office is frequently appealing to large, multi-generational families with a 

large number of family members, residences and asset types.  The best feature that a 

single family office brings to the wealthy individual is the immediate and clear focus of a 

dedicated team.  In the United States, there are over 3,000 single family offices, and in 

Europe there are over 500 family offices, with the number growing rapidly.  Some 

families in Latin America have both on-shore and offshore single family offices to handle 

their needs.   

 

 

Challenges For The Single Family Office 

 

Assembling the team, renting space, leasing computers, etc. can cost between several 

hundred thousand to several million dollars a year in ongoing expenses, and may not 

make sense for family fortunes of less than $200 million.  If a family needs to rent space, 

hire one to five people to run the office and invest in in-house technology, a typical 

annual budget for a single family office in a major US city runs between $1 million to $2 

million per year.  Often, the family office is viewed only as a cost center and the family 

office professionals as overhead to be minimized.  This idea can make it difficult to 

attract top investment talent to the single family office, since salaries for these 

professionals can be high.  Further, the technology that would truly make the single 

family office a highly professional operation is still very expensive, so families often opt 

to stick to manual solutions rather than spending significantly on technology.   In fact, 

many families set up a family office upon initial liquidation of an operating company, 

only to abandon the office after two to three years as cost prohibitive.  The family may 

also realize they have inherited the problems of running a small business and decide that 

it is less aggravating to outsource to a multi-family office. 

 

 

The Virtual Family Office 

 

Advances in online services for wealthy families and outsourced experts have led to the 

rise of the Virtual Family Office, or VFO, as an alternative to a single family office.  

With this model, most or all of the functions of the family office are outsourced to 

professionals who collaborate either in person, or online through secure web-based 

interfaces.  This model can be a good alternative for a family with $50 to $500 million in  
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liquid assets who prefers to have a single family office type of experience without a large 

number of in-house employees.  The VFO model offers a team created of professionals 

who do not all work for the same company and can allow families to pick the best expert 

for each challenge that they face.  Today, the availability of good outsourced 

consolidated reporting services makes this option quite attractive.  This is the model that 

Pepper International employs, for example.  

 

 

Challenges for the Virtual Family Office 

 

While there is great cost saving and a fair amount of customization available in the VFO, 

there is still a need for oversight and coordination.  Luckily, the family can hire a "Virtual 

Family Office Head" to perform this function as well.  It takes time and skill to build a 

good virtual team and to make sure that all of the outsourced professionals work well 

together even though they work in different offices or in different parts of the world.  It is 

important to make sure that all outsourced professionals disclose how they are 

compensated to make sure that there are no conflicts of interest in these working 

relationships.  Some VFO heads may need to become Registered Investment Advisors 

due to new regulations enacted in 2011, while others remain exempt from SEC 

Registration.   

 

 

The Privately Owned Multi-Family Office 

 

A multi-family office offers services to more than one wealthy family.  The fees paid by 

a family to multi-family offices are usually less expensive than the costs of running a 

single family office, and the service level, tailoring and comprehensive reporting 

available are impressive.  Multi-family offices provide services for families with at least 

$5 million in liquid assets to be managed.  Fees to families range from an asset 

management fee of 25 basis points to 1.5%, plus hourly charges for some of the 

additional services.   Multi-family offices have the budget to embrace more sophisticated 

technology.  The multi-family office is a compelling and growing business model.  An 

annual study of the top multi-family offices in the United States is conducted by the 

Family Wealth Alliance.  This study can be ordered online at www.fwalliance.com.   

 

http://www.fwalliance.com/
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Challenges For The Privately Owned Multi-Family Office 

 

In the United States, there are over 80 large multi-family offices.  In 2011, most multi-

family offices were required to become Registered Investment Advisors, which added a 

layer of cost to their operations.  There is a further trend appearing, in that a number of  

large, stand-alone multi-family offices are now being acquired by corporations, so are 

becoming “corporate multi-family offices.”  In order to grow and improve service 

offerings, some MFOs are finding they must join forces with corporate parents, or merge 

with other MFOs to control costs and improve offerings.  This is a trend to keep an eye 

on, to make sure they don’t develop all of the problems faced by traditional advisors.  

 

The Corporate Family Office Model 

 

The corporate family office model takes the features of the independent family office and 

offers them from within a corporate structure.  In this case, a division is formed that will 

offer comprehensive investment advice, open architecture, consolidated reporting and 

access to ancillary services.  Corporate multi-family offices tend to focus on traditional 

financial products and services and will often not become involved in other needs of the 

family, such as real estate management, education of children, or family health and 

security needs. They offer their services often for families who have a minimum of $5 

million or more in liquid assets, thereby providing services for an important segment of 

the market.  

 

 

Challenges For The Corporate Family Office 

 

The greatest challenge of this model has been the challenge of figuring out how to offer 

family office services in a cost effective manner so that the division can achieve 

profitability.  Issues arise concerning pricing of services, in-house versus outsourced 

personnel, and how to handle conflicts of interest in the model.   There are conflicts of 

interest if the family office division pressures clients to use the products of the parent 

company, for example if a bank owns the family office division and wants to sell bank 

investment products to the clients.  On the other hand, if families do not use products of 

the parent company, this model is often unprofitable, since large corporations have much 

higher administration, overhead and compliance expenses than stand-alone or virtual 

companies.  
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Matching The Family With The Right Family Office  

 

Given this wide choice in family office models, the family can select a family office type 

that meets their unique needs.   

 

The single family office makes the most sense for the largest and wealthiest families with 

over $200 million in assets.  This model provides them with the maximum flexibility, 

privacy and control.   

 

The virtual family office makes sense for families who are comfortable working with 

outsourced professionals and who have $50 to $500 million in assets.  

 

The private multi-family office makes sense for families with $5 to $200 million in 

assets.  This model provides access to a large number of products and services and 

transparency on fees.  It is important to interview multi-family offices in depth to 

understand any conflicts of interest in the business model.  

 

The corporate family office makes sense for families with $5 to $50 million in assets who 

are most comfortable with the corporate oversight offered by large financial institutions.  

This type of family office offers an experience similar to a private bank with more 

services and investment options.  

 

 

Conclusions 

 

The family office is an increasingly popular way for wealthy families to manage their 

financial affairs.  The family office returns control of the investment process back to the 

family, and allows them to have a much better understanding of the risks they are 

undertaking through investing in increasingly complex products.  Families must be 

willing to pay for advice, which is different than the traditional way of interacting with 

their product and service providers.  There are several family office models available for 

families to consider, given their specific requirements.  The family office has 

demonstrated success in preserving wealth over multiple generations and in helping the 

family to produce active, engaged inheritors.   

 


