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Prince:  Why did you create Pepper International? 
 
Pepper:  I formed Pepper International in February 2001 in response to requests 
I received from families who were looking for a different way to interact with their 
wealth management advisors.   First, families were beginning to embrace the 
concept of open architecture more fully.  By that I mean they were looking to 
have access to the best of breed providers for all of their wealth management 
needs, including money managers, estate planners, accounting and tax advisors 
as well as philanthropic advisors.  They did not want to be constrained by a 
preferred provider list or a set of joint venture relationships that might make 
sense for a particular private bank but not for their personal situation.  Second, 
families were being offered more and more complex financial products and 
structures, but without an ability to understand how each piece fit into the whole 
puzzle.  They were looking for oversight and integration in addition to top 
technical advice.  Finally, families were becoming more and more aware of the 
inherent conflicts of interest build into many traditional private banking models 
and were looking for a way to cope with this issue.  
 
 
Prince:  Can you elaborate on the issue of conflicts of interest? 
 
 Pepper:  Large financial firms find it very expensive to offer advice as a stand-
alone product, so advisory services are often paid for by clients through the 
purchase investment product.  Even so-called open architecture within a large 
firm often includes retrocessions to the firm for selling third party product.  An 
advisor whose bonus is based on the amount of investment products sold, 
whether that bonus is based on assets under management or commission, is 
faced with a conflict of interest:  his earnings versus the client’s best interests.   
Clients are looking for a way to receive advice that is free of this conflict.  They 
are looking for an advisor who sits on only one side of the table:  their side.  For 
some families, the answer is a stand-alone, fully staffed family office.  For others, 
joining a multi-family office makes sense, although some of these organizations 
face the same inherent conflicts as the private banks.  I have created a virtual 
family office model that is attractive to families who want family office services 
without a great deal of bricks and mortar. 
 
Prince:  Can you compare a virtual family office to a traditional family office? 
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Pepper:  A family office in the traditional sense is a physical office that is set up 
to manage the financial affairs of a family.  The office may be staffed by 
accountants, lawyers, investment advisors, bookkeepers, tax specialists, real 
estate specialists, or art curators, depending on the size of the family, the 
number of generations within the family and the type of wealth held by a family.  
Usually these individuals are paid by the family and work only for its members.  
Sometimes, the founding family seeks efficiencies of scale and decides to share 
costs with other families through a multi-family office structure.  A single family 
office is frequently appealing to large, multi-generational families with a large 
number of family members, residences and asset types. 
 
By contrast, a virtual family office is a group of experts that work together on 
behalf of a family as a client, but remain housed in their specialist firms.  There 
typically is no physical family office location, and experts use technology to 
collaborate and meet via the web.  The services of these experts are paid for as 
needed.  The key advantage of a virtual family office is the ability to work with top 
experts who stay current in their respective fields since they work with and are 
exposed to many families.  That, and the ability to pay for expertise on an as-
needed basis.  The family does not have to take on the running of what is 
essentially a full time, fully staffed business, and therefore does not need to deal 
with issues such as managing real estate property, complying with employee 
benefits regulations and creating internal security procedures.  
 
Whether traditional of virtual the main job of a family office is integrating the 
many complex products and services offered to wealthy families today in a way 
that allows family goals to be achieved.  The head of the family office plays the 
role of quarterback of the team or conductor of the orchestra and has never been 
more important.  He or she should be completely focused on making sure the 
family’s objectives are achieved. 
 
Prince:  Can you describe how Pepper International works with families? 
 
Pepper:  Certainly.  I start by trying to understand all of the family’s goals related 
to their wealth, and review these goals in the context of existing financial 
relationships.  Together, we  walk through an assessment of what type of 
arrangement will work best for the management of their affairs.   I have 
longstanding relationships with many of the top firms in the private wealth arena 
but I am completely independent and paid only by the family, so I can help the 
family assess what is truly best for them.   
 
The concept of “best for the family” includes a consideration of numerous factors, 
including:  the family’s values, risk tolerance, performance expectations, location, 
number of generations, communication style, etc.  I have yet to run across a 
situation where what is best for one family is also best for another.  A tailored, 
bespoke approach is needed in order to create the best solution.  I am able to 
help a family set up a stand-alone family office, assist in the selection of a multi-
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family office, or act as the head of a virtual family office that in each case is 
staffed with a team of top money managers, accountants, bookkeepers, tax 
advisors, philanthropic advisors, and estate planners. 
 
Prince:  What are the areas of greatest concern voiced by families today? 
 
Pepper:  Families are looking to fully express themselves through the 
stewardship of their wealth and to feel in control of their wealth.  By that I mean 
they would like their goals, values and legacy reflected in everything that is done 
on their behalf.  They want their advisors to not only deliver excellent 
performance but also exhibit excellent moral and ethical conduct.  Formerly 
considered a “soft issue,” this concern has escalated with the number of 
scandals surfacing in the media.  I see families wanting to make sure that their 
goals will truly be realized through the financial plans they have set in place, and 
that advisors will provide quick responses as conditions or goals change.  These 
families  want top drawer advice and integrated services from best of breed 
providers.  Finally, I see a growing interest in philanthropy and the education of 
the next generation.  The next generation is often interested in socially 
responsible investment management, particularly in European families.  
 
Prince:  What are the trends outside the United States? 
 
Pepper:  The family office concept is just starting to catch on in Europe.  There 
are over 200 self-described family offices in Europe, but this is compared to over 
5,000 in the United States.   I have clients in Milan and Geneva who are just now 
putting in place the elements for their family offices.  I will be speaking at family 
office conferences in Brussels and Madrid this spring, where there is great 
demand for information on best practices developed in the United States.  The 
idea of open architecture, best of breed providers and integrated solutions is very 
appealing to the international market, which has typically relied on private banks.  
 
 Historically, there has been less transparency on the cost of investment products 
for European clients than we have here in the States.  There are even greater 
hidden conflicts of interest due to retrocession deals, where advisors are paid 
fees to bring clients to particular private banks, sometimes without the client’s 
knowledge.  These conditions are changing rapidly.   There has also been great 
interest coming from China and India, where a great deal of wealth is being 
created and the family office concept is resonating with families. 
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