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Forewords

Dear reader,

We are pleased to share The North America Family Office Report 2022 in continued
partnership with Campden Wealth.

As | reflect on the past year and the evolving needs of family offices we work with
around the globe, one thing remains clear: we are at the center of a multi-trillion

dollar transition between generations. For North American family offices (NA FOs) in
particular, 30 percent of Next Gens have already assumed control of their families'
operations — with another 27 percent expected to do so within the next decade. Now
more than ever, it is critical that these future leaders be prepared to succeed. However,
only 54 percent of NA FOs have a succession plan in place — and 40 percent feel they
do not have a suitable individual ready to take over.

While they may not be fully in control yet, we are starting to see the influence of Next
Gens' ingenuity. Over a third of NA FOs practice sustainable investing (largely focused
in climate change mitigation), with the average share within their portfolios expected to
increase in the next five years. This year, investments in healthcare tech, fintech, digital,
and green tech continued to rise. Looking to 2023, artificial intelligence, healthcare
tech, and green tech are expected to be areas of further increased investment.

The greatest risk (cited by 81 percent of respondents) to NA FOs is investment risk.
As a result, more and more are taking a relatively conservative or balanced (mix of
preservation and growth) positions vs. the growth-focused mindsets seen in the early
days of the pandemic. Paired with inflationary risk on the rise, NA FOs are leaning
further into the safety of private equity, real estate, and commodities. Beyond market
forces, over a third of NA FOs also experienced one or more cyberattacks in 2022 —
with 30 percent feeling insufficiently prepared to defend themselves and 32 percent
having no cyber security plan in place at all.

Despite all this, NA FOs outperformed the global average portfolio return of 13 percent
with a strong 15 percent — edging ahead of European (13 percent) and Asia-Pacific (10
percent) counterparts. If NA FOs want to remain ahead, they will need to invest further
into Next Gen preparedness and education — which currently sits at an average spend
of just 2 percent of their annual operational costs.

In the midst of this transition, we at RBC are proud to partner with family offices to
realize their ambitions today and for generations to come. We hope you find this report
insightful and helpful in shaping the future of your family office — and want to thank all
participants who generously contributed to the findings.

Yours faithfully,

F. Mark M. Fell
Head, Family Office and Strategic Clients
Enterprise Strategic Client Group — Royal Bank of Canada
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Dear reader,

We find ourselves at a unique point in time. On the positive side, through the
extraordinary efforts of many, we are coming out the back end of a highly challenging
global pandemic. Less positive is that we are now facing the economic aftermath of
the damage the pandemic has caused, as we see inflation swelling, interest rates
soaring and the prospect of a recession looming.

With that said, family offices are exceptionally well-poised to navigate rocky terrain.
As nimble entities with cash reserves and patient capital, they can swiftly respond to
economic changes quicker than many large-scale organizations can, while also being
well equipped to capitalize on opportunistic deals thrown up by market volatility.

In turn, both families and family offices have proved tremendously resilient in recent
years. If fact, they not only bounced back, but flourished. This is evidenced by the fact
that 77 percent of North American families' wealth rose over the last year, alongside 58
percent of their family office AUM and 55 percent of their operating business revenue.
Merely 5 percent or less saw a financial decline in any of these areas.

Furthermore, 33 percent of North American family offices have grown their staff
numbers over the year, and in a sign of their operational enhancement, 46 percent have
improved their IT infrastructure and 35 percent their risk management structures.

They have also done remarkably well investment-wise, as North American family offices
outperformed their regional peers in 2021, delivering a 15 percent average portfolio
return, compared to 13 percent in Europe and 10 percent in Asia-Pacific. The asset class
that stole the show was private equity, with venture capital garnering a remarkable

26 percent average return, private equity funds 22 percent and direct investments

21 percent. On all accounts, eyes should be on this promising asset class in 2023, as
family offices seek out new opportunities both within the region and abroad.

That being said, family offices are navigating the landscape tactically, but treading
carefully. They know they are in a balancing act, juggling a range of risks, such as
succession planning, cyber threats, investment dynamics and political instability, while
also needing to preserve and grow the family wealth. It will be a fascinating year ahead
as we see which players ride the waves, and which get taken by the tide.

As we charter our path through, what will help us is to share knowledge and learn
from one another as a community. In turn, | want to extend deep gratitude to all of
those who participated in this research which is, at its core, a tool for family offices
to benchmark themselves against their peers. | would also like to thank our partner,
RBC, and the Campden Wealth Research team for their hard work and longstanding
commitment to the community.

N

Dominic Samuelson
Chief Executive Officer
Campden Wealth
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Executive summary

This report is based on statistical analysis from 382 surveys with family offices worldwide, with 179 (or 47
percent) coming from North America. The average family represented from North America has wealth of
US$2 billion, while their estimated cumulative wealth stands at US$363 billion (total global wealth across
the report series is estimated at US$699 billion). The average North American family office has assets under
management (AUM) of US$1 billion, while their collective AUM is estimated at US$182 billion (the total
global family office AUM across the report series is estimated at US$390 billion).

The following denotes the key takeaways:

The proportion of North American family offices which employ a growth-oriented investment
$ strategy has fallen from 43 percent in 2021 to 39 percent in 2022. This shift follows stock market
declines in the first half of 2022, and concerns over inflation, rising interest rates and a potential
. forthcoming recession. Consequently, the proportion employing a more conservative, balanced
(preservation plus growth) approach has grown from 47 to 51 percent over the year. This follows 81
percent heralding investment risk as the number one risk to family offices.

Currently, the most significant risk to financial markets is deemed to be inflation, as cited by 88
percent of North American family offices. This is closely followed by concerns over rising interest
rates (72 percent) and geopolitical risks (53 percent). To mitigate inflation effects, notable
i proportions of family offices are planning to invest more into private equity (+46 percent for funds
and +41 percent for direct deals), real estate (+41 percent) and commodities (+22 percent) next year,
and less into fixed income (-17 percent for developing and -10 percent for developed market bonds).

O While investment into equities has remained stagnant in North America, private equity has come
O O into sharp focus. This stems from: its production of outsized returns in 2021 (venture capital 26
percent, private equity funds 22 percent and direct investments 21 percent); a notable rise in the
asset class's average portfolio share from 22 percent in 2021 to 27 percent in 2022; and a desire
among family offices to invest more into private equity in 2023 (46 percent plan on allocating
further to private equity funds, 41 percent to direct deals and 35 percent to venture capital).

N North American family offices outperformed their peers with an average portfolio return of

15 percent in 2021 compared to 13 percent in Europe, 10 percent in Asia-Pacific and a global
D average of 13 percent. This performance is largely attributed to strong gains within private equity,
developed market equities and real estate.
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of North American family offices of North American family offices is the average 2021 portfolio
identified investment risk as the cited inflation as the most return among North American
number one risk to family offices significant risk to financial markets family offices

Over a third (37 percent) of North American family offices now engage in sustainable investing
(47 percent globally), up from 34 percent in 2021. Sustainable investing currently accounts for
20 percent of these investors' average portfolio, up from 18 percent in 2021. This proportion is
expected to rise to 31 percent within five years (38 percent globally). The number one theme
these investors are targeting is climate change mitigation, with 77 percent investing here.

The most popular technology North American family offices invest in is healthcare
tech, with 71 percent allocating here, followed by biotech (62 percent), fintech (59
percent), digital tech (52 percent) and green tech (50 percent). Looking to 2023, the
areas most likely to see a rise in allocations are artificial intelligence, with 40 percent
of those currently invested here planning to increase their allocations, healthcare tech
(39 percent) and green tech (35 percent).

We are in the midst of a major generational transition in which trillions of dollars are changing hands
globally. At present, 30 percent of Next Gens have already assumed control, while 27 percent are
expected to do so within the next 10 years. Despite this, only 54 percent of North American families
have a succession plan in place, while just 33 percent of family offices have a succession plan for
their senior executives. Meanwhile, one of the greatest challenges families face with regard to
succession, denoted by 40 percent of respondents, is not having a Next Gen family member qualified
enough to take over. Despite this concern, family offices are only investing an average of 2 basis
points (or approximately 1.5 percent of their operational costs) on Next Gen education.

Over a third (37 percent) of North American family offices have experienced one or more cyber
attacks over the last year. Despite this, 31 percent do not have a cyber security plan in place, and
30 percent feel insufficiently prepared to safeguard themselves from an attack.
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1. The family office landscape

1.1 Introduction

After over two years of a global pandemic, the world
continues to feel the effects both from a health and economic
perspective. To keep economies afloat after stock markets
across the world crashed in February 2020, governments
injected trillions of dollars to keep businesses and individuals
alike above water. This buffer proved a successful lifeline for
many, and last year we reported that optimism largely reigned
among family office executives, as a significant 86 percent
reportedly believed that 2022 would embody a period of
positive economic recovery.

However, conventional wisdom failed to predict that supply
chain constraints, transport dislocation and quantitative
easing-factors that were inescapable during the pandemic—
can lead to a sustained period of inflation. Thus, not all were
prepared for U.S. inflation to rise to a 40 year high (hitting 9.1
percent in June 2022), for interest rates to rise repeatedly in
tandem and for the economy to shrink over two consecutive
quarters in 2022. Nor did many expect Russia to invade
Ukraine, resulting in a disruption of the global energy market
and ballooning oil prices, or the U.S. dollar to appreciate
starkly against other major currencies as the Fed raised
short-term interest rates to combat inflation.’

This has led many family offices to change their tune, as fears
of a forthcoming recession have permeated, with 68 percent
of executives now reporting to have a negative economic
outlook for 2022/2023.

Despite this dampening of an emotional high once felt by
those relieved to finally be free from lockdowns, travel bans
and other government restrictions, the findings this year

are not a story of bleak times. In fact, to date, family offices
have been emerging from this period stronger, wiser and
wealthier than before. This is because family offices, with their
long-term approach, patient capital and nimble structures,

are exceptionally well-poised to not only ride out, but to
capitalize on, economic downturns.

This was evidenced last year, when we reported that a
staggering 86 percent of families saw their wealth increase,
while 58 percent saw their family office AUM rise over
2020/2021. This year, most families, 77 percent, have

once again seen their wealth rise, along with 56 percent

in their family offices' AUM.

' Trading Economics, United States Inflation Rate, 2022: https://tradingeconomics.com/united-states/inflation-cpi

Family offices hold onto assets when it advantages them
during turbulent times. They maintain cash reserves to
capitalize on opportunistic investments when moments to
strike emerge, such as is common in volatile markets. They
also have highly diverse portfolios spanning high and low
risk asset classes across both developed and developing
markets. This enables them to flexibly adjust to changing
market conditions.

This report, which is accompanied by European and Asia-
Pacific editions—all of which offer a robust global overlay—aims
to be the most in-depth series available on family offices.

It covers topics such as investing, performance, operational
costs, technology, cybersecurity, governance, risk, succession
planning, the next generation, philanthropy and more. With

a robust sample of 382 participants, accounting for roughly
US$700 billion of wealth, this report provides a detailed
picture of the family office landscape so that family offices
can benchmark themselves against their peers.

Methodology

This research is both quantitative and qualitative. Between
March and June 2022, 382 family offices from across the
globe participated in the survey, with 179 being from North
America. In addition, in-depth interviews were conducted with
32 family office executives worldwide with 15 being based in
North America. Single and private (not commercial) multi-
family offices are included in the analysis this year. We define
private multi-family offices as entities that serve no more

than eight families, and the core family must hold at least 50
percent of the family office's total AUM.

For the purposes of comparing the North America family office
findings to those from Europe and Asia-Pacific, reference is
sometimes made in the text to data which is not included

in the charts. Please note that these are references to the
European and Asia-Pacific editions of this regional series. All
other individual references are highlighted in the footnotes.

World Economic Forum, 5 things to know about the Fed's biggest interest rate increase since 1994 and how it will affect you, June 16, 2022
https://www.weforum.org/agenda/2022/06/5-things-to-know-about-the-fed-s-biggest-interest-rate-increase-since-1994-and-how-it-will-affect-you/
Financial Times, US economy shrinks for two consecutive quarters, July 28, 2022: https://www.ft.com/content/8e4caa59-5799-430b-9896-494369900dc
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1.2 Overview of participants

The following provides a profile of the family offices
which participated in this research.

A significant 179 family offices from
North America participated

In 2022, 179 family office executives in North America were
surveyed for this report. Ninety-five percent are from single
family offices and 5 percent from private multi-family offices
(figure 1.1). These include non-commercial family offices that
look after no more than eight families and have a core family
that holds at least 50 percent of the office's total AUM.

Of these, 84 percent are based in the United States, 14

percent in Canada, and 2 percent in Mexico and the
Cayman Islands.

North America: location of family offices

United States 84% Other 2%
Alabama 1% Cayman Islands 1%
Arizona 1% Mexico 1%

California 10%
Colorado 3%
Connecticut 3%
Florida 8%
Georgia 3%
lllinois 9%
Indiana 1%
Kentucky 3%
Louisiana 1%
Maine 1%
Maryland 1%
Massachusetts 6%
Michigan 1%
Minnesota 1%
New Hampshire 1%
New Jersey 3%
New York 8%

North Carolina 2%
North Dakota 1%

Ohio 3%
Oregon 1%
Pennsylvania 1%
IES 8%
Utah 1%
Virginia 1%
Washington 1%
Wisconsin 1%
Wyoming 1%
Canada 14%
Alberta 2%
British Columbia 1%
Ontario 7%
Quebec 3%

The North America Family Office Report 2022

Figure 1.1: Participating family offices by type of office
Single family office

North America 95%)

Global - D

Private multi-family office

North Amerce T
Giobal

North America . Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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382 family offices participated worldwide
Figure 1.2: Participating family office by type
A total of 382 family offices participated in the survey
worldwide. Eighty-nine percent are from single family offices
and 11 percent from private multi-family offices (figure 1.2). 73%

77%

Single family office (independent from family business)
78%
61%

Nearly half, 47 percent, are headquartered in North America,

27 percent in Europe, 20 percent in Asia-Pacific and 6 percent Single (or hybrid) family office (embedded within family business)

in emerging markets including South and Central America,
Afiaan th Ml Bt (ure 1

Private multi-family office

1% M 5%
12% 21%

. Global North America . Europe . Asia-Pacific

Note: Figures may not sum to 100% due to rounding.
Source: Campden Wealth / RBC, The North America Family Office Report, 2022

Figure 1.3: Global breakdown of the family offices by region

Asia-Pacific

207%

North America

/7%

Barbados Australia Pakistan
Canada China Philippines
Cayman Islands Hong Kong SAR, China Singapore
Mexico India Taiwan
United States Indonesia

Japan

MEIEVSE!

New Zealand

| L
Europe Emerging markets
Andorra Ireland Algeria Lebanon
Belgium Isle of Man EELIET Mauritius
Cyprus Italy Brazil Peru
Czech Republic Lithuania Caribbean Saudi Arabia
Denmark Luxembourg Russia Chile United Arab Emirates
Finland Monaco Spain Colombia Yemen
France Norway Switzerland Ghana
Germany Poland Turkey Kuwait
Gibraltar Portugal Ukraine
Hungary Romania United Kingdom

|

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Of those surveyed in North America, the average family
wealth is US$2 billion, and the cumulative total estimated
wealth is US$363 billion (figure 1.4).

The respective figures for those surveyed worldwide are
US$1.8 billion for average family wealth and US$699 billion
for estimated total wealth.

Figure 1.4: Including their holding in the core operating
business, the total net worth of the families by region

Average Net Worth

Global o $1.8 billion
North America — $2.0 billion
Europe — $1.9 billion
Asia-Pacific - $1.2 billion

Total Net Worth

Giobal

North America — $363 billion
Europe - $193 billion
Asia-Pacific @0 $94 billion

For private multi-family offices, the total net worth of all families.
Source: Campden Wealth / RBC, The North America Family Office Report, 2022

The average AUM of the family offices surveyed across North
America stands at US$1 billion, while their total estimated
AUM is US$182 billion (figure 1.5).

The respective figures for those worldwide are an average AUM
of US$1 billion and estimated total AUM of US$390 billion.

Figure 1.5: Excluding operating business ownership, the total
private wealth the family offices manage (in assets under
management, AUM) by region

Average AUM

Global C ) $1.0 billion
North America - $1.0 billion
Europe — $1.44 billion
Asia-Pacific - $592 million
Total AUM

Giobal

North America (i D $182 billion
Europe o $147 billion
Asia-Pacific . $45 million

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Over two-thirds of family offices were founded
after the millennium

Most of the family offices in North America and Europe were
founded after the millennium, 67 percent each (figure 1.6).
In Asia-Pacific, given the more recent emergence of family
wealth, a higher proportion were founded during this period,
80 percent.

Figure 1.6: Year the family office was founded

. 17%
Before 1980 12% 8% 1%
7%
5% 3% 4%
1980-1989 @ s (R —
14% v 13%
O
30% 30% 31%
% % 26%
2000 - 2009
42%
35% 34% 33%
2010 - 2019

12%

. Global . North America . Europe . Asia-Pacific

Note: Figures may not sum to 100% due to rounding.
Source: Campden Wealth / RBC, The North America Family Office Report, 2022

5% 3% 3%

2020 or later S
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1.3 Wealth and family office structure

77 percent of North American families' wealth
increased over the last 12 months, along with
56 percent of their family offices' AUM

Amid a turbulent economic climate, and broadly echoing a
trend from last year, it is noteworthy that 77 percent of the
families in North America saw their wealth rise over the last
12 months, with 27 percent experiencing a significant hike in
wealth (figure 1.7). Similarly, a notable 56 percent of North
American family offices' AUM went up over the year, with 18
percent rising significantly. This compares to global averages
of 72 percent for increases in wealth and 58 percent for
increases in family office AUM.

Family offices are expanding, while beefing up
their risk management and IT infrastructures

North American family offices have focused on expanding
their teams, with 33 percent reporting a rise in staff numbers
over the past 12 months (global average 30 percent).

A further 26 percent are outsourcing more functions to service
providers, while 35 percent are increasing their number of

risk management measures / structures and 46 percent are
improving their IT infrastructures.

Figure 1.7: Percentage of family offices reporting changes over the last 12 months (Tick all that apply)

Significant increase Slight increase
| [ 27+ D
Total family wealth
23%
Proportion of family 18%
wealth under management . -
(AUM) office 17%
Operating . 22% -
business revenue 19%
Number of family ' 4% -
office staff 4%
Shift towards more { 2% .
professional, non-family s
member staff o
Reliance on outsourcing ) 4% .
family office services .
to third parties 3%
Reliance on bringing | 1% .
family office services .
in-house 1%
Number of risk { 2%
measures /structures o -
in place He
(') 6%
IT infrastructure -
9%
Next generation taking ' 5% -
greater control 7%

. North America Global

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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50%
49%

38%
41%

32%
35%

29%
26%

20%
25%

22%
22%

17%
19%

33%
39%

40%
38%

29%
31%

No change Slight decrease Significant decrease
() 18% § 5% 0%
19% 8% 1%

& 20% 4 4% 0%
37% 5% 1%

- - o "
36% 7% 3%

Gl - 7% | 1%
63% 6% 0%
G- 1 3% 0%
69% 3% 0%
G 7% 2% | 1%
71% 3% 1%
G - ¢ 9% 0%
72% 6% 1%

Gy - % 0%
54% 2% 0%

G - 0% 0%
53% 1% 0%

o - 3% | 1%
60% 3% 0%
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A single family office is the most popular operational
structure, followed by a virtual family office

When respondents in North America were asked which family
office structure they believe is most beneficial to families,

the majority (60 percent) said a single family office that is
independent from the family business (figure 1.8). The second
most popular structure is deemed to be a virtual family office
(21 percent), an office that has few staff, such as one or two,
and outsources the bulk of its work. These numbers broadly
resemble worldwide sentiment on the matter.

"My job is to make sure that the family, which has over

100 members, understands the power of being together as
opposed to being apart, and the advantages of maintaining a
single family office. Everything is done at scale, and we invest
with one voice. We've had extensive experience running a
successful family office since the 1930s."

Principal, single family office, Illinois, U.S.

Figure 1.8: Best perceived structure for a new family office

21% 20%

Single family office
(independent from
the family business)

Virtual family office
(only 1-2 staff and
outsources the bulk
of its work)

Hybrid family office
(embedded in the 13% 14%
family business) [ B

Private multi-family
office (owned by

families and operated 4% 8%
for their benefit)

Commercial multi-

family office (owned
by commercial third 2% 2%
parties)

. North America . Global

Note: Figures may not sum to 100% due to rounding.
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Nine in ten are satisfied with their existing structure;
one in ten would prefer a change

Most North American respondents are satisfied with their
existing structure (92 percent). However, 8 percent would
prefer to change to either a single family office (4 percent),
virtual family office (2 percent), or multi-family office (2
percent) (figure 1.9). These changes can reflect the natural
evolution of family offices as entities, as denoted by one
executive:

"There are different models for family offices, but the starting
point is usually a family office that's embedded in the family's
operating business and shares its resources. If the business
is then sold, you're left with a dedicated single family office
which has its own staff and resources. Then, over time, as
families grow wealthier, their requirements become more
complex. The family office grows bigger too, but eventually
they become too cumbersome, and families look to outsource
activities and create a virtual family office, where you
centralize your custody and record-keeping, but outsource
things like money management, taxation, estate planning
and IT functions. Essentially, many of the major functions are
outsourced, but you keep the core relationship components
in-house. As technology gets better and families grow in
complexity, | think the role of virtual family offices will only
increase over time."

President, multi-family office, Massachusetts, U.S.

Figure 1.9: Proportion of respondents satisfied with their
existing family office structure and those seeking an alternative

Hegpy it
existing 5
structure
Wish to become 4%
a single family

office 0 4%
Wish to become 2%
a virtual family

office 0 4%
Wish to join 0 3%
a multi- .
family office 0 4%

. North America . Global

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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2. Investments

—  The proportion of North American family offices which
employ a growth-oriented investment strategy has fallen O
from 43 percent last year to 39 percent this year. This shift
follows Q1/Q2 stock market declines and concerns over
inflation, rising interest rates and a potential forthcoming O
recession. Consequently, the proportion employing a more

conservative, balanced approach has grown from 47 to 51

percent over the year. of North American family offices deem inflation to

be the number one risk to financial markets

—  Currently, the most significant risks to financial markets

are deemed to be inflation (88 percent), rising interest

rates (72 percent) and geopolitical risks (53 percent). O

These concerns follow a year of high investment returns

in 2021, as North American family offices outperformed

their peers with an average portfolio return of 15 percent O
compared to 13 percent in Europe, 10 percent in Asia-

Pacific and a global average of 13 percent.
was North American family offices' average
—  While equities investment has remained relatively investment portfolio return in 2021
unchanged over the year in North America, private equity
has come centre stage. This stems from: its production

of outsized returns in 2021 (venture capital 26 percent,

private equity funds 22 percent and direct investments O

21 percent); a notable rise in the asset class's average

family office portfolio share from 22 percent in 2021 to

27 percent in 2022; and a significant interest from family O
offices to increase their investment in private equity

over 2023 (46 percent plan on allocating more to private

equity funds, 41 percent to direct deals and 35 percent to of North American family offices now
venture capital). engage in sustainable investing

—  Over a third (37 percent) of North American family offices
now engage in sustainable investing (47 percent globally),
up from 34 percent in 2021 and 26 percent in 2019. Among
these investors, sustainable investing accounts for 20
percent of their average portfolio, up from 18 percent in
2021 and 16 percent in 2020. This proportion is expected
to rise to 31 percent within the next five years (38
percent globally).

- Following a recent wider trend, 12 percent of North
American family offices now invest in NFTs and 8 percent
plan to allocate more to NFTs over the coming year.
Meanwhile, nearly one in four (23 percent) invest in the
metaverse and that 13 percent plan on increasing their
investment in the metaverse over 2023.
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2.1 Asset allocation

Investment strategy

Reducing investment risk

Family offices typically favour a conservative approach to
investing and maintain a balance between the need to

preserve capital and the desire to grow wealth. Furthermore,
most family offices represent multi-generational wealth

holders, and tend to be long-term investors with deep pockets

and patient capital. In turn, they can ride out economic
storms and typically make only moderate changes to their
annual portfolios.

With that said, last year amid the COVID-19 pandemic we
reported that family offices had shifted more towards a
growth-oriented investment strategy. This move came after a
year of strong gains in both private and public equities which
were, in part, fueled by family offices' ability to capitalize on
the stock market's rapid recovery following the 2020 crash.
It was also aided by broadly positive sentiment about the
forthcoming economic climate, with 86 percent of North
American family offices feeling that 2022 would be a time for
economic recovery, and only 7 percent believing that a global
recession would ensue, following government ceasing of
economic stimulus injections.?

A year later, family offices are more pessimistic owing to
recent stock market declines and concerns over inflation,
rising interest rates and a potential forthcoming recession.
At present, 68 percent have a broadly negative outlook
about the 2022/23 economic climate, while only 32 percent
feel positive (figure 2.1). In turn, some are taking a more
conservative stance by shifting away from growth and
towards a balanced investment strategy.

To illustrate, in 2021 43 percent of North American family
offices held a growth-oriented investment approach, while
47 percent held a balanced strategy. This year, fewer family
offices have opted for growth (39 percent), while more have
opted for a opted for a balanced approach (51 percent)
(figure 2.2).

2 Campden Wealth / RBC, The North America Family Office Report, 2021
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It is also noteworthy to mention that family offices in North
America tend to embrace growth-driven strategies more than
any other region, as reflected by the 2021 and 2022 findings.

One family office executive commented:

"My first insight when we established the family office almost
40 years ago was that the portfolio should be entirely equity,
held over a very long-term horizon. That's the situation we
have today with roughly half our portfolio in developed
market public stocks and the other half in private equity. The
second insight was that the family's consumption had to be

controlled so that after allowing for taxes, consumption and

inflation there was sufficient capital to reinvest to keep the

portfolio growing in real terms."

President, single family office, Massachusetts, U.S.

Figure 2.1: Whether family offices general economic outlook

for 2022/2023 is positive or negative

Very positive

Positive _
Negative

Very negative

. North America Global

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Figure 2.2: The main investment objectives of the family office for 2021, 2022, and in 10 years' time

2021

Preservation Balanced Growth
18% 45% 37%
10% 47% 43%
20% 44% 36%

28% 40%
2022
Preservation Balanced
18% 48%
10% 51%
22% 46%
28% 42%
10 years
Preservation Balanced

10% 49%
7% 51%

15% 46%
[0)73 44%

. Global . North America . Europe . Asia-Pacific

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Over time, family offices have gradually shifted away this model in 2015 compared to 18 percent in 2022, and
from preservationist approaches more towards a growth-oriented model, with 29 percent

adopting this model in 2015 compared to 34 percent today
Looking at wider global trends, it is interesting to note (figure 2.3). In turn, this year's retraction from growth may
that, over time, family offices have shifted away from not lead to a long-term shift.

a preservationist approach, with 22 percent adopting

Figure 2.3: Main investment objectives of family offices worldwide between 2015 and 2022

2022 2018

Preservation - 18% Preservation — 32%
poirced QD o s CEEEED =
Growth ) 33% Growth () 23%
2021 2017

Preservation - 18% Preservation - 21%
poirced QD o e R =
Growth D 7% Growth oD 32%
2020 2016

Preservation - Preservation - 21%
Balanced - Balanced D 43%
Growth = Growth — 36%
2019 2015

Preservation - 19% Preservation - 22%
Balanced D 56% Balanced D 49%
Growth — ~ - — —

@ Global

Note: Figures may not sum to 100% due to rounding
Figures were not produced in 2020 due to the COVID-19 pandemic.
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Inflation risk tops the chart

The conventional wisdom at the end of 2021 was that
inflation was the product of transport dislocation and supply
chain constraints and would therefore prove no more than

a temporary blip, set to disappear as the impact of the
pandemic faded. Many family offices were however sceptical,
as last year's report found that 71 percent of respondents
globally saw inflation as the most significant risk to financial
markets.® Unfortunately, these fears were realized when U.S.
inflation continued to rise to over 8 percent by the end of the
first quarter of 2022.

Inflation is still the most commonly cited risk to financial
markets (85 percent of family offices globally and 88 percent

in North America) (figure 2.4). Recognizing that the central
bankers would deal with inflation through tighter monetary
policy, rising interest rates ranked second among investors'
top concerns, with geopolitical risks coming in third.

Some key differences between the regions relate to European
family offices' greater concern than their regional counterparts
over geopolitical risks (a natural response given the war in
Ukraine), North Americans' heightened concern over the stock
market's decline and a lack of concern about the European
energy crisis (perhaps because of geographic location), and
Asia-Pacific respondents' heightened worry about China's
economic slowdown.

Figure 2.4: Most significant market risks perceived by family office over the coming 12 months (Tick all that apply)

Inflation

Rising interest rates 65%
Geopolitical risks 56%
Ukraine / Russia conflict 42%
Stagflation (inflation, slow growth) 40%
A material decline in the stock market 36%
Economic slowdown in China 24%
European energy crisis 23%
A supply shortage leading to a supply glut 19%
Real estate overvaluation 18%
Covid-19 pandemic / new variants 18%
Devaluation of currencies 17%
Defaults - corporate / governmental 13%
Cryptocurrency regulation drive 7%

Global (@) North America Europe Asia-Pacific

Source: Campden Wealth / RBC, The North America Family Office Report, 2022

3 Campden Wealth / RBC, The North America Family Office Report, 2021
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78%

o 54% 72%
e 61% 58%
o 39% 45% 53%
(] 39% 44% 35%
[ ) 44% 23% 40%
() 20% 24% 30%
() 14% 37% 28%
[ ) 19% 16% 23%
() 21% 18% 15%
® 17% 9% 35%
o 16% 1% 25%
() 13% 7% 18%
] 6% 4% 13%
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Family offices' number one investment priority: new investment opportunities as their top investment

find new deals priority for the year. Other notable priorities include finding
alternative investments (49 percent), seeking to diversify

Despite the difficult economic climate, 58 percent of North one's portfolio (28 percent) and reducing one's cash

American family offices and 52 percent globally rank finding exposure (15 percent) (figure 2.5).

Figure 2.5: Family offices’ top investment priorities for 2022 (Tick all that apply)

49%

Seeking new investment Seeking alternative investments Re-aligning investment portfolio
opportunities towards growth opportunities

28% M

Seeking to diversify portfolio Reducing exposure to cash Pursuing more overseas investment

4% 5%
Py -

Decreasing portfolio leverage Increasing portfolio leverage

. North America Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Asset allocation
Private equity takes centre stage...

While last year we reported that family offices were hot on
public equities given the considerable returns they garnered
in 2020 (19 percent for developed and 16 percent for
developing market equities), the key story this year is

about private equity.*

Public equities remains the largest asset class family offices
invest in, as it has every year since this report originated

in 2015, accounting for 35 percent of the average North
American family office portfolio (32 percent globally, 2022).
However, private equity has risen to centre stage with
outsized returns, a notable rise in allocations since 2021 and
significant interest from family offices intenting to increase
their investment in this asset class over 2023.

Last year, we reported that private equity accounted for

22 percent of the average North American portfolio, with

12 percent for direct and 10 percent for funds-based deals.
We have changed our methodology this year to offer more
granular analysis and have surmised that family offices
currently allocate, on average, 27 percent of their portfolio to
private equity and private debt more broadly. This includes

9 percent towards direct investments, 9 percent for private
equity funds, 6 percent for venture capital and 3 percent for
private debt / direct lending.

...and the light on this asset class is only set
to grow brighter in 2023

Looking to 2023, North American family offices plan on
increasing their allocations to private equity more than to any
other asset class. For instance, when family offices were asked
whether they would increase, maintain or decrease their
allocations to private equity next year, 46 percent said they
would allocate more to private equity funds and 41 percent to
direct investments (figure 2.7). A further 35 and 34 percent
wanted to allocate more to venture capital and private debt /
direct lending, respectively.

Comparatively, 24 percent wanted to increase their exposure
to developed market equities against a nearly equal
proportion (23 percent) who wanted to reduce it, while

14 percent wanted to allocate more to developing market
equities against 8 percent who wanted to pull back.

+ Campden Wealth / RBC, The North America Family Office Report, 2021
5 Campden Wealth / RBC, The North America Family Office Report, 2021
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Fixed income has fallen out of favour

In the 2021 report, we reported that North American family
offices intended to decrease their exposure to fixed income—
and indeed they did. Being an asset class that is often
sidelined during high inflationary periods, allocations fell

a considerable 5 percent points from 14 percent in 2021

to 9 percent in 2022, with developed market bonds being
largely selected over developing markets (8 percent

versus 1 percent, respectively).

One executive commented:

"On the face of it, 25 percent of our strategic asset allocation
in fixed income looks excessive given inflation. But much of
this is in short duration municipal bonds and the remainder

is what | would term high octane, high yield debt of various
oil and gas concerns which we acquired opportunistically
through the private debt market."

Principal, single family office, lllinois, U.S.

Equities: little change expected in allocation
levels over 2023

Last year, North American family offices, which were already
saturated with equities, predicted that they would allocate
slightly less to developed markets and notably more to
developing market equities this year.®

In practice, their allocations increased slightly to developed
markets (from 29 percent to 31 percent) and decreased
slightly to developing markets (from 5 percent to 4 percent).
This shows a strong bias towards developed markets, which
is traditionally the case. In the words of one family office
executive who is an advocate of developed market equities:

"If you look at the top GDP (gross domestic product)
countries in the world, those are the ones that have
been creating investment returns over the past 20 years.
You could make an argument for some smaller GDP
countries, but returns have been a lot more volatile.

So, I have taken the view that developed countries

are going to continue developing."

Chief Finance Officer, single family office, Canada
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Equities ended up performing remarkably well in 2020, despite
an uneasy first half of the year when the pandemic first hit,
delivering an average return of 19 percent for developed and
16 percent for developing markets. Equities again produced
solid returns in 2021 (18 percent and 8 percent, respectively).

Following on from this, volatile market conditions in 2022 have
led to a stagnation in allocation levels. At present, the
majority of North American family offices intend to maintain
their level of allocation to developed (53 percent) and
developing (78 percent) market equities over the coming year.
The net difference between those who plan to increase or
reduce their allocations equates to merely -1% for developed
markets and +6 percent for developing markets. It is also
important to highlight that family office executives are often
long-term investors with patient capital, who aren't afraid to
stay the course when faced with difficult tides—a position
that might be impacting their investment strategy. One
executive commented:

"If I'm in a high inflation environment, | want to be in U.S. or
international equities that have some tangible assets, so I'm
selling bonds and need to put the proceeds somewhere,
and so I'm allowing cash balances to build. But for the

time being I'm keeping my equity exposure flat and so

I've turned off dividend re-investment, which is also adding
to my cash balances."

President, multi-family office, Massachusetts, U.S.

The North America Family Office Report 2022

Real estate, a partial hedge against inflation

"Now we're asking ourselves, in an inflationary environment,
who's smarter, the seller or the buyer? Will the effect of
inflation on rents provide handsome returns for buyers of
real estate assets, or are sellers doing the right thing
crystallizing excess value now which they can re-invest
after a market correction?"

Managing Partner, single family office, Connecticut, U.S.

Many family offices view real estate as a safe haven for
investment during times like these, with the asset class
currently accounting for 14 percent of North American family
offices' average portfolio (13 percent globally).

Looking to 2023, 41 percent of North American family offices
also expect to increase their investment in real estate, while
13 percent are planning for a decrease. This could be a move
to take advantage of currently high values, as one family office
executive remarked, "Most families have been selling their

real estate because prices have been crazy." On the flip side,
another remarked that the high prices have kept him from
entering the market, despite his appetite to invest:

"Roughly a third of our portfolio is in cash and fixed income.
This seems nonsensical in the current climate, so we have
been looking to start a real estate portfolio. However, we
haven't seen any value emerging yet as prices are still too
high, so we're keeping our powder dry."

Chief Executive Officer, single family office, Connecticut, U.S.
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Figure 2.6: Family offices' average strategic asset allocation, 2022
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Figure 2.7: Family offices' intention to increase, maintain or decrease allocation to the following asset classes in 2023

Increase Maintain Decrease Difference
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Allocations to emerging technology
Three in four family offices invest in healthcare

Given the healthcare crisis we have endured over the last
several years, it is not surprising to see that 71 percent of
family offices currently invest in healthcare and 39 percent
plan on increasing their investment over 2023 (figure 2.8).
Aside from the pandemic, other factors, such as an aging baby
boomer population, make this space attractive to investors.

Biotech, which 62 percent of North American family
offices invest in, is the second most popular technology
for investment, followed by fintech (59 percent), digital
technology (52 percent) and green tech (50 percent).

Looking to 2023, outside of healthcare, the areas most likely
to see a rise in allocations are artificial intelligence, with

40 percent of those invested here planning to increase their
allocations, green tech (35 percent) and biotech (34 percent).

"There are a lot of buzzwords in the tech space, but the

real question is whether there is a real-world application

for the tech. | looked at a company that utilizes blockchain
technology to model the environmental impact of a business,
and then showcase it to investors to demonstrate that

the business truly has a zero carbon footprint. This was an
actual application of blockchain technology that | thought
was simply awesome. This is the future, an innovative use of
game-changing technology.”

Founder, single family office, Michigan, U.S.

"l understand that in every tech market there's an initial

land grab. How many people will buy an electric car, watch
streaming TV or order their groceries online? But at some
point, the only thing that's worth anything is cash. Until a
company is actually generating cash and able to distribute it,
it's pretty hard to know what it's worth. There's lots of smart
people who have made tons of money betting on tech. But, if
you look at those tech companies, for the most part, they're
still not valued in a way that is commensurate with their
ability to generate cash.”

Chief financial officer, single family office, Canada

"To quote Marc Andreessen, 'software is eating the world.'

In order to participate in what is driving the world going
forward, you must participate in technology. So, it's always
going to have a premium attached to it, and | think you must
participate regardless."

Managing Partner, single family office, Connecticut, U.S.

¢ Campden Wealth / RBC, The North America Family Office Report, 2021
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"Investors will end up with a high concentration of

artificial intelligence (Al) in their portfolios because Al will
be everywhere. If you have public equity exposure, you

will probably be overweight with FANGS right now and
technically they will be Al companies. All producers of
computer games will be Al companies so, without having to
do much, you will have a large Al exposure.”

Chief Financial Officer and Principal, single family office, U.S.
Roughly a quarter of family offices invest in the metaverse

While not asked what portion of their portfolio is invested in
the metaverse, it is interesting to note that nearly one in four
respondents (23 percent) invest in the metaverse—a computer-
generated virtual reality space in which users can interact
with an environment and other users—and that 13 percent plan
on increasing their investment in the metaverse over 2023.

"The disintermediation of our identities by Google, Facebook
and the like means we can shop at Gucci in the metaverse.
We will go there as avatars with digital cash and order an
item which the non-digital Gucci will deliver to your real front
door. The metaverse is going to quadruple the volume of
online shopping.”

Partner, single family office, Connecticut, U.S.

"The metaverse is going to take off! | think there's going
to be metaverse property, art, everything. | don't see it as
an investment thesis for our family office, at least as long
as the current generation is in charge, or until one of us
gets to understand it in a completely different way.

But | have no doubt that a lot of money will go into

it and be made from it."

Head, single family office, lllinois, U.S.
Crypto investors hold on amid a bursting bubble

Last year, we reported that a notable 31 percent of North
American family offices and 28 percent globally invested in
cryptocurrency, albeit this asset class has and continues to
only account for 1 percent of their average portfolios.

This investment came off the back of high 2020 performance
figures, with the average family office globally garnering a 40
percent return, outstripping all other asset classes by a far-
reaching margin. Following suit, nearly a third (30 percent) of
North American family offices reported that they planned to
increase their investment in crypto over 2022

(globally, 28 percent).®

Since then, the Financial Times reported in July 2022:

"Crypto is in the midst of one of the worst market crashes

the relatively new industry has ever witnessed. Since the peak
of last year's bull run, the most popular crypto tokens such

as bitcoin and ether have plummeted by roughly 70 percent,
while the size of the industry itself has fallen from more than
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US$3 trillion dollars to less than US$1 trillion."”

Also negatively impactful was the Terra Luna crash, global
inflation and the U.S. Federal Reserve's decision to raise
interest rates.

Amid an economically turbulent and high inflationary
environment where it is common for investors to pull out of
high-risk investments, it is interesting to note that 35 percent
of family offices in North America and 32 percent globally
continue to invest in crypto (figure 2.8). Furthermore, 27
percent of those in North America and 28 percent globally
plan on increasing their investment in 2023. This comes after
cryptocurrency produced an average annual return of 11
percent both in North America and globally in 2021, reflecting
a solid performance, but a serious decline from the 40 percent
average return the year prior.

It is also important to highlight that this survey was
conducted between March and June 2022, and so some

of the effects of crypto's downhill plummet were felt post-
surveying. With that said, the market had already dropped by
US$1 trillion by January 2022 and despite a slight recovery in
April, it continued to fall to a new low in June 20228

In interviews with family office executives, current sentiment
towards crypto is more negative than positive, a sea change
from before the crash. The negative sentiment also reflects
the fact that nearly seven in ten family offices still don't
invest in crypto, a position that is linked to a variety of
concerns respondents expressed relating to market volatility
(54 percent of respondents), lack of regulation (46 percent),
market immaturity (41 percent), among other drawbacks
(figure 2.9).7 Various executives remarked:

"There are at least 10,000 cryptocurrencies. | could go and
create one this afternoon and sell it to my friends. Only 50
are meaningful in terms of size and only Bitcoin gets close to
resembling a real currency. But Bitcoin is too volatile to be a
store of value. Right now, it's not storing anything other

than people's aspirations.”

Partner, single family office, Connecticut, U.S.

"The closest proxy to cryptocurrency might be tulip mania in
seventeenth-century Holland. The tulips had no sustainable
value because the shelf life of a tulip is short once it's cut.
So, it's not that you can't make money in cryptocurrencies,
but you'll hear about the people who have made money and
nothing from the people who have lost money and are just
slinking away into the background. The people who make
money are the middlemen, as is usually the case with Wall
Street. Cryptocurrency is an unregulated but legal Ponzi
scheme; that might be a good way to explain it."

President, single family office, Massachusetts, U.S.

"When it comes to cryptocurrencies, there's simply
too much volatility for them to be viewed as good
currencies or investments."

Chief Financial Officer, single family office, Canada

"We have concerns regarding regulation, market disruptions
and, very simply, it feels more like gambling than investing.
Lately, it has seemed like crypto has been pegged very
much to tech. And, if that's the case, we'd rather stick with
the equity market for tech investment rather than have the
additional risks associated with cryptocurrencies. So, we are
watching it, tracking it and fascinated by it, but as with our
whole philosophy, we tend to stay very conservative."

Chief Financial Officer, single family office, Connecticut, U.S.
Roughly one-in-10 invest in NFTs

This is the first year we have analysed family offices'
investment in non-fungible tokens (NFTs), which are digital
assets that link ownership to digital or physical items, such
as music, art, real estate and videos. Such assets are often
considered modern-day collectibles. While we did not track
their proportionate allocation across the average family
office portfolio, it is interesting to have discovered that, at
present, 12 percent of North American family offices invest
in NFTs and 8 percent plan on allocating more to NFTs over
the coming year. The equivalent global figures are 12 percent
and 10 percent, respectively. With that said, this space is still
nascent, and investors remain divided as to whether it is a
good investment, with many unsure of the tangible value
NFTs offer:

"I don't understand the fascination with NFTs. Last year, a
New York Times journalist posted an article he had written

as an NFT, and it sold for US$500,000. All the buyer was
getting was a cryptographic signature linked to an image
of a column that anyone could read on the paper's website.
Other than the novelty of saying this was the first newspaper
article to be turned into an NFT, what was the value?

It's very confusing.”

Head, single family office, lllinois, U.S.

"When | think about NFTs | think about tokens that represent
value, and how they're structured and traded, not about art.
Tokenization will be a huge deal. Today, we have exchange
traded funds. Soon we will have blockchain traded tokens.
There are many other examples out there. I've spent the last
six months doing a deep dive into the space, and there's a
growing realization that this technology has multiple uses if
it's connected to smart contracts. With appropriate security
and governance, utilization will increase inexorably."

Managing Partner, single family office, Connecticut, U.S.

7 Financial Times, What's Next After the Crypto Crash? Q&A, July 20, 2022: https://www.ft.com/content/f1f3197f-4e33-4dc1-99ea-1a13d765efdé

® Financial Express, Rise and fall of cryptocurrencies; looking at the cryptocurrency crash in 2022, August 13, 2022:

https://www.financialexpress.com/digital-currency/rise-and-fall-of-cryptocurrencies-looking-at-the-cryptocurrency-crash-in-2022/26 28151/

7 Campden Wealth / RBC, The North America Family Office Report, 2021
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"We are positive about NFTs, they are fascinating. | sense a tremendous amount of growth to come. That's more of a statement
about blockchain than a comment on NFTs given how they have developed so far. But, whether it's in the art market, or in any

other market where title to assets must be proven, blockchain represents a tremendous opportunity.”

Head, single family office, lllinois, U.S.

Figure 2.8: Family offices with investments in identified technologies and their intention to increase, maintain, or decrease

asset allocation

Already invested

G
Healthcare tech
72%
Gl o
Biotech
60%
Gl»
Fintech
61%
Digital [ ) 52%
transformation 56%
[ ) 50%
Green tech
54%
Avrtificial - 48%
intelligence 52%
e, @D
ryptocurrenc
4 Y 32%
b 34%
Blockchain
32%
a 30%
Data centers
29%
28%
Watertech -
28%
28%
webzo D
28%
[ 23%
The metaverse
21%
Non-fungible ‘ 12%
tokens 12%
. North America Global

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022

The North America Family Office Report 2022

Increase

39%
41%

34%
36%

31%
36%

32%
41%

35%
46%

40%
41%

27%
28%

28%
30%

17%
18%

21%
31%

24%
24%

13%
15%

8%
10%

Maintain
60%
57%

63%
61%

66%
60%

67%
58%

65%
53%

58%
58%

70%
66%

70%
66%

81%
81%

78%
68%

76%
74%

86%
81%

88%

|

Decrease

'

1%
2%

3%
3%

3%
5%

1%
1%

0%
1%

2%
2%

2%
6%

1%
4%

1%
1%

1%
1%

0%
2%

1%
4%

4%
6%

Page 29 of 88



Figure 2.9: Impediments to investing in cryptocurrency (Tick all that apply)
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022

The geography of allocations

Most North American family offices invest in
Europe and Asia-Pacific

Last year we reported that most North American family
offices (61 percent) invested merely between zero and 20
percent of their portfolios in foreign markets. While their
foreign allocations might be modest, this year we have
discovered that they are varied across the regional spectrum.
A notable 85 percent of North American respondents

invest in Europe, 75 percent in Asia-Pacific (with 56

percent investing specifically in China), 47 percent in

South America, 17 percent in the Middle East and

16 percent in Africa (figures 2.10 and 2.11).

It is also interesting to highlight how North America lags
behind global averages when it comes to investing in Asia-
Pacific (at 75 versus 81 percent) and China (at 56 versus 62
percent, respectively). This may stem, in part, from persistent
political tensions between the U.S. and China, along with the
inclusion of Asia-Pacific in the global averages. Interviewees
commented generally about their stance towards investing
in China:

The North America Family Office Report 2022

Freference for traditional ‘ 31% 28%
investments

e @
Poor user experience ‘ 14% 14%
Climate-related concerns [ ) 10% 15%
Other ® 1% 12%

"Pre-COVID-19, we looked at China from a venture capital
perspective and found that it was producing returns very
similar to the U.S. ecosystem. So, we travelled there for
a market mapping exercise and realized that if the U.S.
produces just as good a return, from a risk standpoint,
we don't need to allocate to China."

Vice President, single family office, Pennsylvania, U.S.

"We found that developed markets have produced better
returns for us. We've tried hard on the emerging market side
to find active managers, but we've gone passive except for
China. The only manager that's produced returns for us,

that would beat the passive benchmark, is in China."

Vice President, single family office, Pennsylvania, U.S.
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Figure 2.10: Percentage of family offices with investment(s) in geographic region and their intention to increase, maintain

or decrease their investment(s)
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Figure 2.11: Percentage of family offices with investment(s) in China and their intention to increase, maintain or decrease

their investment(s)
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2.2 Performance

Nine in ten investments met or exceeded
expectations in 2021

Ninety-two percent of North American family offices'
investments met or exceeded expectations in 2021,
roughly falling in line with 2020 performance at 91
percent (figure 2.12). This somewhat exceeds a 2021
global average of 88 percent.

With that said, the global stock market experienced a
decline in the first nine months of 2022 amid concerns over
skyrocketing inflation, rising interest rates and threats of

an economic recession, so the landscape has subsequently
changed and so could forthcoming 2022 performance figures.
One family office executive discussed his experience over
the last several years and how his reaction to the current
economic landscape is to sit on the sidelines and invest his
gains when the time is right:

"We have made a lot of money since the pandemic started.
After the initial market crash, we knew how the Fed and the
president at that time were going to respond. Republican
policy is always to support the economy. We knew everything
was being lined up for lift-off and the S&P 500 went up 50
percent in 18 months. I've never seen anything like it. | can't
imagine that sort of performance continuing into 2022; it's
not how the world works. So, now I'm not surprised to see
markets pulling back and certain companies reporting lower
earnings than six months ago. I'm happy enough to sit on
the sidelines, ready to re-invest some of the gains we made
during the pandemic when the time looks right."

Founder, single family office, Michigan, U.S.

North American family offices outperformed their peers
with an average portfolio return of 15 percent in 2021

Matching their performance in 2020, North American family
offices outperformed their peers in 2021, delivering an
average portfolio return of 15 percent, compared to 13
percent in Europe, 10 percent in Asia-Pacific and a global
average of 13 percent.

Private equity topped the charts

These gains were driven by a strong performance within
private equity, with venture capital stealing the show with

an average return of 26 percent, followed by private equity
funds at 22 percent and direct private equity at 21 percent.
Developed market equities also performed well at 18 percent,
real estate at 17 percent and commodities at 13 percent
(figure 2.13). One executive, very satisfied with his

returns, commented:

"We had some bets that paid off handsomely. One is where
we really loaded up on bank stocks, in particular smaller
banks, when COVID-19 hit and prices were extremely
depressed. The other is when we made a couple of specific
energy investments that have paid off really well. Finally, we
had the most boring, large cap dividend growth portfolio you
can imagine, but dividends just continued to compound at a
fast clip. So, when you add those things together, we've had
some tremendous gains in our public markets exposure over
the last few years."

Managing Partner, single family office, Connecticut, U.S.

Figure 2.12: Percentage of family offices where investments out-performed, met or under-performed their overall benchmark in 2021

Outperformed Met
North America (i MDD - @D
Global 60%
. North America Global

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Figure 2.13: Average net return by asset class generated by family office in 2021
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2.3 Asset class focus
Private equity
Activity is high

Most family offices invest in private equity, both in North
America (90 percent) and globally (88 percent). On average,
they are running 10 private equity deals in parallel this

year, but roughly a quarter of family offices hold considerably
more (figure 2.14).

Figure 2.14: Number of private equity deals run in
parallel by family offices
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022

Some bias towards funds over direct investment

Within the average private equity portfolio, there is a slight
bias amongst those in North America towards fund-based
investing (54 percent) over direct investing (46 percent)
(figure 2.15). There is also a notable bias towards private
equity funds (46 percent) over fund of funds (8 percent),
along with a relatively even split of actively managed direct
investments (24 percent) and passively managed ones (22
percent). Respondents commented:

"The problem with direct investing is that it eats up an
enormous amount of your time. You tend to focus on the
one thing you know how to do and end up not focussing on
where the other 98 percent of the money is going."

President, single family office, Massachusetts, U.S

The North America Family Office Report 2022

"We invest through funds, not directly. Direct involves more
people, more time and generally greater effort. Our family
office is not involved in an operating business, so we're not
experts in any specific vertical. It often makes sense for
offices to do direct deals when they have a particular

field of expertise."

Vice President, single family office, Pennsylvania, U.S.

"The Heisenberg uncertainty principle of finance is that the
information from private fund investing can either be timely
or accurate. However, it cannot be both and it's usually
neither. We are seeing this right now because many of our
funds were marked up 50 percent at the start of the year,
although Financial Accounting Standards Board (FASB)
guidelines put some constraints on what GPs can do."

President, single family office, Massachusetts, U.S.
Private equity funds delivered the highest returns in 2021

Private equity funds performed the strongest among North
American portfolios in 2021, delivering an average return of 22
percent, followed by direct deals with 20 percent and fund of
funds with 13 percent (figure 2.15). Respondents noted:

"We expect an IRR (internal rate of return) of 10 to 15 percent
for private equity funds. If the equity market is generating

8 percent, we think private equity funds should be doing
about 500 basis points more. Direct private equity should
have a premium on top of that because it requires more

time. Our goal is to generate 20%. If you look back over

the last decade, returns have been a lot better than that,

but they've fallen back to 20 percent over the last five

years due to COVID-19."

Chief Investment Officer, single family office, Canada

"People invest in private equity thinking their valuations are
less volatile than those of public companies. But this is a
fallacy, they're just as volatile as anything else. If you have a
private company doing the same thing as a public company,
then the valuations are going to be equally volatile. It's just
a matter of how their valuations are reported and how this
impacts investor emotions."

Chief Financial Officer, single family office, Canada
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Figure 2.15: Family offices' average private equity
portfolio and 2021 returns by asset category
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Favour for private equity growth and venture funds

Echoing the findings from last year, the two most popular
areas for North American family offices to invest in are growth
funds, with 71 percent of respondents allocating here, and
venture funds, with 61 percent (figure 2.16).

It is also interesting to note that 25 percent of those with
private equity portfolios are engaged in private debt direct
investments and 31 percent in private debt funds, two areas
that have gained increased interest from family offices since
the start of the pandemic.

"We were one of the larger hard money lenders about 10
years ago when yields stretched up to 17 percent. Today,

it's down to 6 or 7 percent. We are much less active now,

but we still do bridge loans where the bank cannot close on
time. | think the private debt market in the U.S. is growing
with many more players in it, and that's why rates have come
down so materially. However, returns are still attractive and
there's no credit risk because it's all short-term and you know
everyone you are lending to."

Chief Investment Officer, single family office, California, U.S.

The North America Family Office Report 2022

"I think there could be forthcoming trouble in the private
debt market. It could be part of the next crisis if we're not
careful, because there's just so much money out there. And
it's not regulated, it's not inside the banks; banks don't make
risky loans anymore."

Managing Partner, single family office, Connecticut, U.S.

Figure 2.16: Percentage of family offices with exposure to
private equity investing directly or through funds in the
relevant categories (Tick all that apply)
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Venture capital,
a tamily office
favourite

With nearly two-thirds of North American family offices
investing in venture capital funds (61 percent) and nearly
half in direct venture investments (49 percent), this
asset class has become a fan favourite owing to families'

commonly associated entrepreneurial nature and skillset.

Venture portfolios have a track record of producing high
returns, entry prices are relatively low compared to
investing in more mature companies, and family offices
can get the opportunity to mentor businesses and thus
influence their investment outcomes. Venture was an
actively discussed topic among interviewees, and the
following represents a snapshot of some key take-aways
from these discussions:

Family offices have been increasingly allocating to venture
deals, as illustrated by one executive:

Managing Director, single family office, lllinois, U.S.

The North America Family Office Report 2022

More family offices are growing their teams to include
dedicated venture specialists:

Chief Financial Officer, single family office, U.S.
One benefit of venture is that investment dollars can

compound at a higher rate and for a longer period than other
investments, and taxes are meanwhile deferred:

President, single family office, Pennsylvania, U.S.

Another benefit is that venture can be a good alternative to
growth and buyout private equity deals:

President, single family office, Pennsylvania, U.S.
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Family offices can also take on an advisory role, increasing
both their company share and influence over the
outcome of their investment:

"Many of the direct venture deals have an advisory
component, where we receive shares for providing
mentorship and guidance. They are more time-intensive, but
deal sizes tend to be larger, and we tend to have a majority
stake which is advantageous. We're seeing more deals being
structured this way."

Chief Financial Officer, single family office, U.S.
There is a downside to venture though:

"The difficulty with early-stage venture is that while we
periodically get outsized returns, you also get seven out
of ten that go to zero, and these are big drags."

Managing Director, single family office, lllinois, U.S.

One family office's approach to venture: lock-in early and
target high-performing networks and geographies:

"We target a company in the-first one to two years of its life.
We access the company.at the cheapest entry point possible
at the first institutional round.of funding. We-also target
networks and geographies which produce consistent outlier
returns. For instance, we'll target California-based deals
because if you look at an outlier that comes out.of California,
it's worth US$8.5 billion on average, compared to an average
of US$2.5 billion in New York."

President, single family office, Pennsylvania, U.S.

The North America Family Office Report 2022

In terms of returns, family offices can be patient, but they
need to understand the endgame:

"As a family office we are not worried about returns two to
five years from now, but if we are going to invest in an asset
class consistently over a long period of time, we need to
understand what the return profile is, and how that might
compound the family's capital. For early-stage venture, if
you look at our returns from 1986 to 2020 they are around
25 percent, which is assimilar CAGR (compound annual
growth rate) to what Yale has produced. However, the upside
potential could be as high as 50 percent in certain vintage
years, where you have a Facebook or a company that cures
cancer for instance."

President, single family office, Pennsylvania, U.S.
So, what's the strategy for success?

"It's important to stay consistently invested every single
vintage year, which means you must think about asset
allocation and make sure you know you're not deploying too
much capital today at the expense of tomorrow. Otherwise,
you are'making a huge bet on market timing. We don't
confine ourselves to particularindustries or vintages. If |
only invested in Al start-ups in 2023, I'm making the

bet that Al will be the big winner in 2033. I'm not

willing to take that risk."

President, single family office, Pennsylvania, U.S.
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Most family offices do direct investments

Perpetuating a trend from last year, a notable 76 percent

of family offices in North America and 77 percent globally
currently engage in direct investing. Meanwhile, 49 percent
in both North America and globally noted that their interest
in doing direct deals has increased over the last year
(figure 2.17). One executive commented:

"We spend 90 percent of our time fleshing out direct private
equity opportunities, everything from organic dairies to

3D printing. There's one company where we supported the
management buyout and then three subsequent acquisitions.
Every time they do an acquisition, we step in with
incremental capital to support our original investment. Those
are the situations we love, because we can help them with
the acquisition opportunity and invest without having to do
due diligence in a brand new business."

Partner, single family office, Connecticut, U.S.

Figure 2.17: Whether the family's interest in direct investment
increased, stayed the same or decreased over the last 12 months
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022

Direct investments are often sourced through family office
networks

The most common vehicle in North America for sourcing direct
deals is via family office networks, as noted by 72 percent of
respondents (64 percent globally). This is followed by self-
generation (68 percent), professional networks (67 percent)
and family and friends (54 percent) (figure 2.18).

One interviewee claimed:

"We've been in the early-stage venture business for 40 years
and are well-known in the healthcare space. So, people
come to us with deals, entrepreneurs and CEOs who have
moved on or become chairmen of new companies, and even
the occasional investment banker. I'd say it's a viral network
supporting our deal flow."

Managing Director, single family office, lllinois, U.S.

The North America Family Office Report 2022

Figure 2.18: Where direct investments are
sourced (Tick all that apply)
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Healthcare / life sciences is the most popular
industry for direct investment

Nearly half (49 percent) of North American family offices
invest in healthcare and life sciences, the most popular
industry for investment. This is followed by 42 percent who
invest in fintech, and 39 percent in both enterprise software
and energy / resource innovation (figure 2.19). One
executive commented:

"Going back 40 years, my dad was a generalist and a deal
junkie. He would do anything interesting that came across
his desk. Then, 20 years ago we started analysing where we

actually made money. We quickly realized that all our success

came from healthcare, so we went down that path."

Managing Director, single family office, lllinois, U.S.

Figure 2.19: Percent of family offices having direct investment
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Co-investing is on the rise

Last year, we reported that co-investing accounted for 24
percent of family offices' average direct investment portfolio.
This proportion has climbed notably to 44 percent this year.
Meanwhile, allocations to majority stake deals declined from
28 percent to 16 percent, and minority stake deals from

35 percent to 30 percent over this period (figure 2.20).
Interviewees commented:

"We have such diverse holdings that we are offered a lot

of co-investment opportunities through fund managers and
others. We decided to track them to see if we really need
to take advantage of them. The challenge is that you only
get about two weeks to decide whether to put money into
something. Do we take all the deals? Do we lean on other
family offices in our network that have the vertical expertise
and follow them in? It really comes down to bandwidth. So,
we're now going through an educational exercise."

Vice President, single family office, Pennsylvania, U.S.

"There are examples of families doing what | call core
competency investing, meaning ['ll invest alongside you,
because you're good at this, and you invest alongside

me because I'm good at that. Supposedly, these families
investing together creates a halo effect, but it's never really
been a thing for us. If you find a good deal, you don't want
to share it unless you're in the business of syndicating or an
independent sponsor looking for capital.”

Managing Partner, single family office, Connecticut, U.S.

Figure 2.20: Breakdown of family offices' average
direct investment portfolio by type of investment
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Real estate

Real estate continues to be the third most popular asset class
family offices invest in, with 80 percent of those in North
America and 76 percent globally allocating here (figure 2.21).
This compares to 69 percent in Europe and 78 percent

in Asia-Pacific.

Figure 2.21: Whether the family office invests in real estate
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Local commercial deals are family offices' favourite

Looking at a breakdown of North Americans' average real
estate portfolio, local commercial (26 percent) and regional
commercial and residential investments (each 23 percent)
account for the largest shares, followed by local residential (19
percent). Like last year, there is less appetite for international
deals, as they presently make up only 9 percent of the
average portfolio, with a slight bias towards commercial

over residential opportunities (5 percent versus 4 percent,
respectively) (figure 2.22). Two executives discussed

their own preferences:

"I've got a preference for retail and it's not because retail is
doing fine, but because retail means no landlord expenses in
terms of upgrading the property. Essentially, the retailer has
to keep the property in good condition, otherwise his store
won't be in a condition where it can attract customers. But
the truth is that | sold some retail properties a few years ago,
because | thought rents were too high. Now I'm starting to
buy back very slowly, but prudently, in good locations at a
price which is a fraction of what | sold for a few years ago."

Managing Partner, single family office, Connecticut, U.S.

"We are looking for multi-family residential property in the
South West, but excluding Austin and Las Vegas where prices
have risen very dramatically and look overvalued.”

Chief Executive Officer, single family office, Connecticut, U.S.

Figure 2.22: Composition of family offices' real estate portfolio
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Local and regional residential produced the
highest returns in 2021

Regional and local residential deals produced the highest
returns in 2021, at 18 percent and 17 percent, respectively
(figure 2.23). This far exceeds the returns they delivered in
2020 at 11 percent and 13 percent, respectively.

Figure 2.23: Family offices' average 2021 return from
real estate investments by asset
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From a sector perspective, the majority of North American
family offices invest in residential homes and apartments
(82 percent, global average 80 percent). Following notably
behind are industrial and logistics (56 percent), offices

(55 percent), hotels (35 percent) and retail (34 percent)
(figure 2.24).

With that said, it is interesting to note that family offices

have been increasingly moving towards industrial and logistics

investment, as 46 percent invested here last year, thus a
sizeable difference of +10 percentage points in 2022."

Figure 2.24: Percentage of family offices with real estate
investments by sector (Tick all that apply)

82% 80%

Residential homes/
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& logistics

55% 52%

35% 32%
Hotel ]

34% 35%
Reta ]

15% 17%
Leisure ]

25% 20%
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Sustainable investing

"Generating real world change never used to be part of the
old school way of investing. It was just about making money;
it didn't matter what the business did. Now, when you

add a sustainability layer to your investing, you can see an
incredible opportunity to improve so many lives. To me,
that's as great as it gets."

Founder, single family office, Michigan, U.S.
What is sustainable investing?

Sustainable investing is an investment approach that
involves the consideration of environmental, social and
governance (ESG) factors in the investment process. Three
distinct sub-approaches, which can be used individually or

in combination, can be identified: 1) exclusion, excluding
investments that are not aligned with an investor's values;

2) integration, incorporating ESG factors into traditional
investment processes; and 3) impact investing, investing with
the intention to generate measurable environmental or social
impact, alongside providing a competitive financial return.

Sustainable investing is catching on worldwide, but North
America continues to trail its regional counterparts when
it comes to adoption

Nearly half of family offices globally now invest sustainably.
This figure has grown rapidly from 34 percent in 2019 and
42 percent in 2021 to what it is today, 47 percent (figures
2.25 and 2.26).

Despite the ballooning gravitation towards this area, those in
North America continue to trail their regional peers in terms
of adoption rates. At present, just 37 percent of North
American family offices invest sustainably. This is compared
to 66 percent in Europe and 42 percent in Asia-Pacific.

This is broadly in line with previous years' reports.

Figure 2.25: Whether the family office is
engaged in sustainable investing

’ 53% 47% ’ 63% 37%

34% 66% 58% 42%

Global . North America Europe Asia-Pacific

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Figure 2.26: The proportion of family offices that adopted
sustainable investing, 2019 — 2022

2022

47%
2021

42%
2020 -
2019

34%
. North America Global

Note: Figures for 2020 are not available as the report was not produced this year due to the COVID-19 pandemic.
Source: Campden Wealth / RBC, The North America Family Office Report, 2022

Sustainable investing is rapidly increasing
in portfolio share

In 2020, those in North America who invested sustainably
dedicated an average of 16 percent of their portfolios to
sustainable investments. This grew to 18 percent in 2021, 20
percent in 2022, and is expected to rise to 23 percent in 2023
and 31 percent in five years' time (figure 2.27).

The trend is echoed worldwide, with portfolio shares rising
year-on-year from 21 percent in 2020 to a projected 38
percent in 2027.

In what is likely to propel this trend forward, 32 percent of
those in North America and 33 percent globally report that
families believe they are not currently allocating enough

to their sustainable investments, reinforcing family offices'
objective to increase their investment in the coming years.
One interviewee commented:

"The reason that investors are starting to get concerned
about sustainability is because the people they report
to are concerned about it."

Chief Financial Officer, single family office, Canada
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Figure 2.27: Approximate percent of investment portfolio
allocated to sustainable investments in 2020, 2021 and 2022,
and expected allocation in 12 months and 5 years' time
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022
2021 returns reach 12 percent in North America

Combating concerns that sustainable investments are unable
to produce attractive returns, North American family offices
garnered a 12 percent average return in both 2020 and 2021,
and they expect this performance to hold up in 2022 (figure
2.28). These returns slightly outperform global averages of 10
percent in 2020 and 11 percent in 2021.

It is also worth mentioning that European family offices, which
invest more than any other region in sustainability, had a total
average portfolio return of 13 percent (2021). This somewhat
lags behind that in North America (15 percent), however,
North Americans' short-term financial gains might not
outweigh Europeans' long-term social / environmental gains.
Sustainable investing carries two kinds of returns, financial
and social / environmental, and families place different values
on each, as expressed by our interviewees:

"Impact investing is only two percent of our portfolio. The
most important criteria for us is the social and environmental
impact of an investment, not the financial return. Investments
must be fully aligned with the family's values. For instance,
we have a residential real estate portfolio and it's important
for us that it includes social housing. So, we're backing a
group that does social housing in the same cities as our real
estate projects. The expected return is low, but it's the social
impact we're looking for."

Chief investment officer, single family office, Canada

The North America Family Office Report 2022

"If a business with high margins and retentions engages with
impact investing then it's a good business. It's not a good
business simply because it engages with impact investing. In
fact, if it's involved with impact simply to make 'things right'
and doesn't make money, in my opinion, it's a bad business."

Chief executive officer, single family office, California, U.S.

Figure 2.28: Family offices' average annual return on
sustainable investments in 2021 and expected return in 2022

Sustainable invesments-2020 IRR

D 12%
@ 10%
Sustainable invesments-2021 IRR
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. North America . Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
Most family offices invest thematically

The most commonly employed approach to sustainable
investing, used by 72 percent of North American respondents,
is thematic. Here, family offices target themes of interest,
such as clean energy and gender equality. Other popular
approaches include positive / best in class selection, used

by 53 percent of respondents, and the integration of ESG
factors into one's analysis and valuation, used by 51 percent
(figure 2.29). Two interviews commented on the ESG
integration tactics they use:

"Our investment policy requires the managers we invest with
to be Principals for Responsible Investment (PRI) signatories.
We do ESG due diligence for all our investments, and we
raise ESG issues with the boards of the companies we work
with. We would never invest in oil, gas, mining companies or
areas like that."

Chief Investment Officer, single family office, Canada

"We have an investment firm that offers a direct index fund.
The fund mirrors, say the S&P 500, and then we apply an
ESG screen which we developed with an ethical investing
consultancy. They put the portfolio through an explicit
exclusionary process and add weights to the firms that are
doing a great job. This gives us much more control over what
we are investing in compared to owning an index mutual or
exchange-traded fund."

President, multi-family office, Massachusetts, U.S.
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Climate change, family offices' number one target
Figure 2.29: Sustainable investment approaches used by the
family office (Tick all that apply) Following a wider trend in which families are increasingly using
sustainable investing as a vehicle to combat climate change,
this area is, once again, the number one theme offices are
targeting. At present, 77 percent of those in North America

Thematic investing (e.g. clean energy, gender equality,
healthcare, water, etc.)

— 72% invest in climate change mitigation, up marginally from 74
G 7w poerslosteor fgure 2300
Positive / best in class selection Other popular areas for investment include water (53
— 53% percent), health (49 percent) and pollution / waste (47
percent), with these proportions being relatively similar to
— 40% global averages. One executive commented on his efforts to
Integration of ESG factors into analysis and valuation tackle climate change and waste:
— 51% "The ethical investing firm we work with gives us data by
_ 49% industry on how companies are moving the needle in terms
' ' ' of carbon consumption and greenhouse gases, so we try
Negative / exclusion based screening (eg. no to strike a 50/50 balance between bottom line return and
tobacco, alcohol, controversial weapons) impact return. We also invested in a company that took
— 37% kitchen waste from restaurants and made a 10-fold return,
_ 43% then we made a 10-to-one return when we sold it to a
. waste management company. My kids thought it was
Active engagement (i.e. using shareholder rights to great that we made money on one of their ideas, so
influence management on ESG issues) we're going to do more here."
- 21% President, multi-family office, Massachusetts, U.S.
D 24%

. North America . Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022

'z Campden Wealth/RBC, The North America Family Office Report, 2021
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Figure 2.30: Main focus of family's sustainable
investments (Tick all that apply)
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wind and solar energy / renewable energy)

Water (e.g. improve fresh water supply, manage
water consumption)

Health (e.g. improving health, social care)

Pollution and waste (e.g. reduce packaging / waste
and reliance on landfill sites, limit toxic emissions)

77%
70%

53%
54%

49%
57%

47%
50%

People (e.g. retain and develop employees, look after staff

throughout the supply chain, workplace safety)

Knowledge and technology (e.g. improve business

40%
35%

productivity, education materials, advanced material science)

Products and services (e.g. source responsibly,
contribute to society)

Governance (e.g. fair and transparent executive
pay, board independence)
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Tackling
climate change
one "gigacorn”
at a time

"What does net zero mean? It means eliminating
40 gigatons of carbon dioxide emissions every
year. Investors look for unicorns, but we look for
gigacorns, which are companies that can mitigate
a gigaton of carbon."

The North America Family Office Report 2022

We conducted an interview with a family office CEO, who
established a private equity fund dedicated to climate change
mitigation through decarbonization. He passionately believes
that adherence to ESG principles alone is not enough, but
rather that the world is going to need large-scale pools of
capital to meet a zero emissions target. But he is optimistic
about hitting net zero and the Paris agreement objectives
because he argues that new technologies, such as agrotech
and carbon capture, will be capable of eliminating gigatons of
carbon dioxide emissions.

Where did your motivation come from?

Page 46 of 88



Where do you source your private equity deals?

"We source them from early stage venture capitalists, climate
incubators and corporates that are restructuring. About 15
years ago there was this kind of clean tech revolution, and
many companies raised a lot of capital but many weren't

able to achieve their goals. Lots of those companies are still
around, and they're kind of orphaned. So, we go in there,
reinvent them, and give them new energy. Their valuations
are modest because people have forgotten about them, but
they have 15 years of technology they have developed to
deal with greenhouse gases. We closed our first fund recently
and have already made three investments. One is a SaaS
platform for climate reporting and the other specializes in
regenerative agricultural technology."

Which technologies provide the biggest opportunities?

"There are six industry segments as defined by the United
Nations intergovernmental panel for climate change. We've
looked at agrotech, changing land use to minimize carbon
emissions, power generation, construction and transportation.
I think we will see the first test flights of battery-powered
commercial planes within the next three years. Industrial
includes the exciting area of carbon capture where carbon
dioxide is literally filtered out of the air. The interesting
element is the carbon price, the cost that governments
impose on companies that create emissions. Levels of
innovation are highest where the carbon price is highest."

The North America Family Office Report 2022

Is the Paris agreement goal of limiting global
warming to 1.5 degrees Celsius, and net zero
emissions by 2050 realistic?

"Unfortunately, the latest scientific thinking is that the
probability of the 1.5 degrees limit being exceeded near-term
is 50%, but it is all very confusing for the general public.
What does net zero mean? It means eliminating 40 gigatons
of carbon dioxide emissions every year. Investors look for
unicorns, but we look for gigacorns, which are companies
that can mitigate a gigaton of carbon. We are virtually
certain that one company in our portfolio will be a gigacorn.
So, if you think about it, in that context, if there are 10 funds
like ours around the world, together we could eliminate
perhaps a third of the world's emissions. If you break the
problem down into bite-sized chunks it is easier to see

how it could be resolved.

As | said at the start, we wouldn't look at a proposition that
didn't reduce emissions by at least a megaton, but two to
three years from now | hope that's five megatons. By the
time we exit fund one and move into fund two, | hope we're
talking 10 to 20 megatons. That snowball effect will create
an environment where people jump on the decarbonization
band-wagon."
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3. Family office structures

In 2022, North American family offices' total average
spend on services stood at US$14.4 million. This includes
US$7.4 million in operating costs and US$7.1 million

in external investment management administration,
performance and custody/report fees.

Family offices spent an average of: US$1.5 million (15 basis
points, bps) on general advisory services; US$2.4 million
(24 bps) on investment-related activities; US$1.8 million
(17 bps) on family professional services; and US$1.6 million
(16 bps) on administration activities.

North American Chief Executive Officers (CEOs) make an
average base salary of US$454k, with an average annual
bonus of 42 percent (as a proportion of base salary). The
equivalent figures for Chief Investment Officers (CIOs) are
US$446k for base salary and 48 percent for bonuses.

The North America Family Office Report 2022

$14.4

(US$) million is the total average
North American family offices spent on
services in 2022

454k

(US$) is the average base salary of a
North American family office CEO
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3.1 Family office costs

Rising costs aren't for the faintedhearted

Given the high inflationary environment, it is unsurprising that
operational costs have risen this year. In 2022, family offices
in North America spent an average of 142 bps of AUM on
services (US$14.4 million), up from 121 bps in 2021 (US$12.1
million). This consists of 72 bps on operating costs (i.e. general
advisory, investment, family professional and administration-
related services), and 70 bps on external investment
management administration, performance and custody/
reporting fees, which is where the rise emanates from
(figures 3.1 and 3.2). Globally, overall costs have risen

from a total of 124 bps to 153 bps over this period.

Figure 3.3 breaks down these costs in greater detail.

Figure 3.1: Family offices’ overall costs in
basis points of AUM, 2022

Operating costs
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External investment management performance fee
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External investment management custody and reporting
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Total cost
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Figure 3.2: Family offices’ overall costs in
basis points of AUM, 2021

Operating costs
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O .
c o 23
External investment management custody and reporting

() 8
[ ) 10
Total cost

. North America . Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022

"We're a large family office with 40 staff which reflects the
size of our private equity portfolio. We have 15 deals running
at present. There is a separate real estate team, a direct
investment team and a team that invests with third-party
managers. We have a CEO, CFO and the back office is large
because we offer administrative services to other family
members. Philanthropy and tax are also covered by the back
office. We outsource some legal work and accounting, but
otherwise pretty much everything is in-house. The result is
that our costs are around 70bp of AUM."

Chief Investment Officer, single family officer, Canada

"We have a record going back 50 years. We have generally
kept costs below 40bp of AUM, and we've been helped by
setting up our own private trust company. This has enabled
us to move away from some fiduciary relationships we

had with some institutions in the U.S. They gave us good
rates, but we still did better on our own, and we had

more flexibility."

Principal, single family office, lllinois, U.S.
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Figure 3.3: Breakdown of North American
family office operating costs 2022 and
comparison with Global average
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Family offices rely on a mix of services,
in-house and outsourced

The services family offices most often provide in-house are
financial accounting and reporting (76 percent), philanthropic
giving (75 percent) and devising their investment strategy
(70 percent) (figure 3.4).

The services they most often outsource are private banking
(46 percent) and global custody and integrated investment
reporting (35 percent). Along with this, an array of family
offices rely on a mix of in-house and outsourced services.

"We are definitely doing more insourcing. All our accounting
is in-house and although our tax is done externally, we do a
lot of the preparatory work in-house before it's sent out. We
don't do tax strategies or planning in-house but certainly all

the underlying information and tracking that would be used
in tax returns is prepared in-house. It's less expensive and
more tailored to the family's needs."

Chief Financial Officer, single family office, U.S.

"There are pros and cons to outsourcing. But if you think
about it, we already outsource audits and fund management.
It's just a question of where to draw the line between what
the principal directly controls and what he doesn't."

Chief Financial Officer, single family office, Canada

"Hopefully the family office will be self-perpetuating for years
to come. But it's intuitively obvious that not everyone can
build this structure. You either must pick advisors that you
absolutely trust, or you have to dig in yourself."

Managing Partner, single family office, Connecticut, U.S.

Figure 3.4: Investment-related services provided by the family office (in-house, outsourced, or both)
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Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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3.2 Human capital

The average family office in North America has nine members
of staff, one of which is a member of the family. This is Figure 3.5: Base salaries of senior family office
compared to a global average of nine members with two executives (US$)

being family members.
Chief Executive — $454,000

North American CEOs make an average Officer $413,000
base salary of US$454k
Chief Investment — $446,000
CEOs in North America are paid, on average, a base salary Officer $389,000
of US$454k, compared to a global average of US$413k
(figure 3.5). CIOs' average base salary stands at US$446k, Chief Operations — $294,000
COOs US$294k, CFOs US$242k, traders US$156k, portfolio Ofticer $244,000
managers US$265k and accountants US$156k. Each of
these salaries is higher than global averages. Lastly, Chief Financial — $242,000
bonuses range from 14 percent to 48 percent, and most Officer $221,000
are discretionary rather than formulaic or a mix of the
two (figures 3.6 and 3.7). Trader - $156,000
$174,000
Portfolio — $265,000
Manager $226,000
() $156,000
Accountant
$137,000
. North America Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022

Figure 3.6: Value of bonus paid as percentage of base salary

£ £ ¢

Chief Executive Officer Chief Investment Officer Chief Operations Officer Chief Financial Officer
Traders Portfolio Managers Accountants
. North America Global

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Figure 3.7: Bonus structures for senior family office executives
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022

27 percent of family offices have diversity policies in place

Just over a quarter (27 percent) of those in North America
have diversity, equity and inclusion (DEI) policies in place
(figure 3.8). Forty-three percent are at least somewhat aware,
but do not promote DEI, while 29 percent believe that the
topic is "not relevant" to them because, for instance, their
headcount is too small.

Two-thirds (66 percent) of family offices in North America (71
percent globally) believe that their office is moving towards
greater diversity and expects the same action from their
external service providers. Bearing this in mind, 93 percent of
those in North America (89 percent globally) equally report
that it's becoming more difficult to attract top leadership
talent to the family office given growing competition.

Some of the comments family office executives
made about staffing follow:

"A big challenge right now is identifying and retaining staff.
We need to use more sophisticated technology platforms and
automate more of our back office functions. This would allow
us to attract talented staff for more meaty, demanding roles
that would help us grow assets, rather than worrying about
who would be responsible for back office functions."

Chief Financial Officer, single family office, U.S.

"A key issue is human capital. Although we are a large office,
| believe we are very lean because we have so much activity
going on. We are permanently short-staffed and it's difficult
to attract the right people. The market is very competitive."

Chief Investment Officer, single family office, Canada

The North America Family Office Report 2022
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Figure 3.8: How aware and proactive the family office is to
issues of diversity / equity / inclusion (DEI)
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Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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It you're thinking
about starting a
tamily office, ask
yourself: Do you
want to build

a legacy?

Tips for those considering setting up a family office and
how to prepare the next generation from Tommy Mayes, a
highly experienced CEO of a single family office in Florida
and an advisor to wealth holding families.

"Setting up a family office is very different today than it

was 20 years ago, because there are so many more tools,
resources, advisors and technologies on offer. There are tried
and true best practices, so it's not quite as daunting. With
that said, if you are thinking about setting up a family office,
you must mentally walk yourself down the path.

When families first think about setting up a family office,
typically all they think about is taking care of their money.
However, there is much more to it than that, so you must ask
yourself what your goals are. For instance, let's say a couple
obtained their wealth through creating a business together—
the utopian business-owner's dream-and then they had a big
exit. They then must ask themselves, what is important to us?
Should we simply enjoy our money, or should we try to leave a
legacy for our family, something that will sustain itself for our
children and their children for generations to come? Because
if it's not important to you to put your financial resources
towards building a long-term legacy, then instead of starting
a family office, you can think about giving your money away or
doing what we call, ‘going to Fiji: Going to Fiji is what we say
when you leave just enough for the next generation and then
move on and let them decide what to do with it. (Of course,
that can have its own issues, because if you haven't taught

The North America Family Office Report 2022

your children how to be financially independent and have a
healthy relationship with the money, then you could be doing
them more harm than good.)

My advice though is to just sit still. Really think about
whether it is important to you to build something that will
outlive anybody that is living today. This is what [ refer to as
an ‘aspirational family, which is a family that desires a legacy
in the form of influence around financial, social and human
capital which persists through multiple generations. If this is
you, and you want to set up a family office to help facilitate
your family's legacy building, then move on to the next step.
This is to ask yourself how involved you intend to be. Do you
want to be involved in the family office on a day-to-day basis
or do you want to outsource it all to professionals?

Once you get to the point of putting your estate plan
together, you will need to ask yourself how to build a team
to make sure your vision is executed. That comes back to
control. How do you control the operation as long as you
can? Well, a lot comes down to your first hire. Often, a
family's first hire is a specialist, such as a CPA, a lawyer or a
tenured investment professional. This can be a good strategy,
depending upon the situation. My advice is to focus on what
is often referred to as an expert generalist. Ignoring the
oxymoron, consultants and recruiters often advise this as
well, given the diversity of talents required to build and lead
a family enterprise office. For instance, | spoke with one such
investment professional who had resided in a large family
office and was pulled out to build a new family office. He
was young enough to have the energy to get through a lot
of it, but also wise and adept enough to know what he didn't
know. He was able to pull a team together.

Furthermore, looking at it from a lifecycle perspective shows
you that some of the things you do early on will impact your
success, not only one generation down the road, but two,
three, four and five generations down the road. Therefore,
there are certain things that should be put in place early on.
For instance, everything you do needs to be able to sustain
itself. By that | mean, sustainability around your governance
structure, how you are going to make decisions and who
you are going to rely on inside and outside the family. Ask
yourself, how are these things going to be sustained when
none of the people that are around today are available to
make the decisions down the road?"
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Do you have any advice on how to help the next
generation become good stewards of wealth?

"I have worked with well-educated, well-read, thoughtful
Next Gens who are successful in their own right. They may
have their own business, run a family foundation or have
received an MBA. When you pull together people like this,
you have a lot of talent. So, the trick for most families is how
to teach them, from a stewardship perspective, how to be
owners, not operators. How to be a good board member, how
to be a good governing representative for the family and how
to think about things from the spirit of wanting the family
money to last hundreds of years. The types of decisions that
need to be made are all in dynasty trusts. It's a very different
thought process.

Furthermore, seeing your father or mother spend hours
every day on the phone and in board meetings making
operating and allocation decisions can be intimidating for
many Next Gen. Therefore, unless you have developed some
specific talent and stepped into an operating role in the
family enterprise, you will become a governor, an owner, a
shareholder or a beneficiary. And that's where it gets tricky
for many Next Gen, so you must allow them to understand
their future role and practice it in advance. | believe
rehearsing is a big deal in the family office space.

For instance, you can have an investment committee that
Next Gens are invited to so that they can listen, learn and
participate. You can have a monthly family board meeting
where the generations sit together. The CFO can talk about
what's going on, the investment pipeline and the portfolio.

It doesn't need to take the form of a governing body, but
rather a rehearsal to become a governing body. | think that's
really important. It gives Next Gens comfort around their
fears about the big decisions they will have to one day make.
A Next Gen doesn't just show up being the perfect CEO

or CIO. You don't know what will happen until you get into
meetings and build a dialog. Here is where the emergence

of leadership happens, and you find out who is ready to step
up. This approach allows Next Gens to get engaged and have
enough visibility to be able to one day say, ‘This is the role |
want to play in the family's future."
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Do you have any further words of advice
for the family and family office?

"Transparency around information at the family office is a glue
because in the vacuum, where everything happens, there's
guesswork. Next Gens assume they're going to inherit a lot
of money, and sometimes they don't. It's called the 'lifestyle
creep, so it's important to make them aware.

Another factor that is incredibly important is the
inclusiveness of both the inheritor and the spouse. A common
thread among really successful multi-generational family
offices is the inclusion of the in-laws. That's hard for many
principals. Do you tell the in-laws explicitly what is going on
and bring them into the conversation, or do they just hear
about it in the bedroom? Which one do you want? Do you
want them to hear your version of things, or just your son's
or daughter's version? In turn, | think those two elements
go hand-in-hand, transparency and the inclusion of as many
people in the family discussion as possible."
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4. Purpose

—  North American family offices' number one governance
priority over the next 12 to 24 months relates to risk O
management, according to 78 percent of respondents
(global average, 72 percent). This is an unsurprising result
given the present challenging economic climate. O

— Anotable 37 percent of North American family offices
have experienced one or more cyber attacks over the last
12 months. Despite this, nearly a third (32 percent) do not
currently have a cyber security plan in place. This may help
to explain why 30 percent feel insufficiently prepared to

safeguard themselves from an attack. O
- Fifty-four percent of North American families have a
succession plan in place, up slightly from 50 percent
last year, while just 33 percent of family offices have a O
succession plan for their senior executives. Sixty-eight

percent of respondents believe family offices are well
prepared for families' succession, along with 57 percent of of North American families have a
families and just 39 percent of the next generation. succession plan in place

— The greatest challenges North American family offices
face with regard to succession planning include the O
next generation being too young to plan for their future
roles (42 percent), not having a next generation member
qualified enough to take over (40 percent), discomfort O
is discussing the sensitive matter (25 percent) and the

patriarch / matriarch being unwilling to relinquish
control (16 percent). percent of North American family
offices give philanthropically

of North American family offices assert that
their number one governance priority over the
next 12 to 24 months is risk management

— Most families in North America (86 percent) give
philanthropically (global average, 82 percent), with the
average annual donation sitting at US$15.4 million
(global average US$11 million).
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4.1 Family office governance

Risk management is family offices' top priority

Family offices' number one governance priority over the
coming 12-to-24 months is risk management, as denoted

by 78 percent of respondents (global average, 72 percent).

It is interesting to note that the focus on risk management
intensified last year amid the COVID-19 pandemic and that,
once again, it has further intensified amid concerns about the
economy, moving from 65 percent in 2021 to 78 percent in
2022 (figure 4.1).

Figure 4.1: Top three governance priorities for the family
office in the next 12-24 months

Risk management

Investment governance and valuation policies
G 51%
Human capital oversight

Protecting against cyber attacks

Control policies

D 245%

Re-designing the board / key responsibilities of senior staff

21%
27%

Include non-family members in the activities of the family office

14%
20%

. North America . Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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"We are a first generation family office; the governance
is handled by just me and my wife, so we're not overly
concerned. Our only questions are how and when to
bring our kids into the picture, and how we assemble our
advisors. | know, we probably won't achieve a pass grade
on governance. That's something that we should
definitely work on."

Chief Executive Officer, single family office, Canada
Family offices adopt a variety of governance structures

Family offices often have an array of governance structures
in place, but the most common are a control plan to monitor
investments (which 67 percent of respondents have) and
investment guidelines for strategic asset allocation (66
percent). Other less common structures include succession
planning guidelines (32 percent) and an operational manual
to aid portfolio construction decisions (figure 4.2). Two
interviewees commented:

"My job running our family office has two discrete
components; one component is the hard topics like estate
planning, asset allocation and manager selection. The other
is to work with family members to ensure their financial
affairs are in order. Once the family's hard topics are in order,
we turn to softer topics. That's where | add most value by
developing the next generation, holding family meetings
and having a family constitution and family counsel. | try to
engage with every family member and have conversations
about their life goals, what they hope to achieve and where
they want to go next."

President, private multi-family office, Massachusetts, U.S.

"The core issue | had when we started the office was
governance. We brought in consultants and started
investigating different frameworks. We were trying to solve
problems before they occurred by creating a framework

for conflict resolution. Our long-term goals are responsible
stewardship of the family wealth and the creation of a family
legacy. But neither would be possible if the interests of
family members were not aligned. The inevitable conclusion
resulting from a lack of alignment would be division,
separation and the end of the family office. So, the resolution
framework we have put in place will make us think twice
before taking any drastic action."

Chief Executive Officer, single family office, Connecticut, U.S.
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Figure 4.2: Governance structures in family offices (Tick all that apply)

66% 58%
Monitoring of investments: Investment guidelines: strategic asset Investment process guidelines:
control plan allocation decisions tactical asset allocation decisions

44%

Mission statement Analysis and monitoring of market: Risk management framework
research reports and market outlook

\

Family office employee handbook Succession planning guidelines Portfolio construction:
operational manual

. North America Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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4.2 Family office risk and cyber security
Risks to the family office

Investment risk is considered the biggest risk to family
offices over the coming three to five years

It is unsurprising that investment risk ranked number one
again this year (81 percent; last year 78 percent) (figure 4.3).
This risk is deemed by far the most central to family offices,
and it is highlighted more by family offices in North America
than any other region (81 percent, versus 77 in Asia-Pacific
and 75 percent in Europe).

Other notable mentions include political and country risk

(31 percent), a factor likely swayed by the war in Ukraine,
the potential theft of families' confidential information

(38 percent) and an unpreparedness of the next generation
(32 percent). In interviews, executives spoke of the risks they
deem most important:

"Based on President Biden's announcements, | think the
number one risk is taxation. | think the U.S. government will
go after wealthy families over US$100 million in net worth,
with an automatic 20 percent annual tax. Second would be
regulatory risk because as family offices get bigger, they
operate as essentially unregistered investment companies
and there's been various attempts by the U.S. Securities
Exchange Commission to try to regulate family offices. Third
would be interest rate risk, simply because many families
have invested their portfolios aggressively in private equity
and venture, but the underlying assumptions around interest
rates are changing and so | think return expectations are
going to have to come down. Inflation, which devalues assets
overtime, only ranks as the fourth risk."

President, private multi-family office, Massachusetts, U.S.

"The key risks for us are taxation changes and the fact that
it gets harder to move wealth across the generations as time
goes by because you have an increasing number of family
beneficiaries and a rate of investment growth that can't keep
up. That's when family offices end up as dinosaur bones."

Principal, single family office, Illinois, U.S.

Figure 4.3: Biggest risk factors identified by family offices over the next 3-5 years (Tick all that apply)
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Cyber security
Figure 4.5: Whether the family office has a

Over a third experienced a cyber attack cybersecurity plan in place
within the last year

17% 19%
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Cyber attacks have become an increasingly prominent
concern in recent years and a notable 37 percent of the
North American family offices surveyed noted that they have ) o
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experienced one or more attacks over the past 12 months be b
(global average, 36 percent) (figure 4.4). e better
No, but we are in o
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022

12% 15% Figure 4.6: Whether the family office adequately prepared /

Yes, once educated to safeguard itself from cyber attacks
19% 17%

Yes, very prepared

No

51%
. North America Global Yes, somewhat
prepared

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022

27% 26%

Roughly one-third don't have cyber security plans; No, somewhat _
many feel unprepared for an attack unprepared
Despite the high level of attacks, 32 percent of North 3% %
American family offices don't currently have a cyber security No, very unprepared c 2
plan (although 23 percent are in the process of getting
one) (ﬁgure 4.5) . North America Global

Note: Figures may not sum to 100% due to rounding
It is Unsurprising that 30 percent feel ]nsufﬂcient]y prepared Source: Campden Wealth / RBC, The North America Family Office Report, 2022

for an attack (figure 4.6). It is also noteworthy that merely
19 percent feel ‘very prepared, especially considering this
research includes findings from families that collectively
have roughly US$700 billion in wealth.
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Family offices' take
on cyber security

We conducted numerous interviews with family office
executives and a key area discussed was cyber security.
The following outlines, in executives' own words, the level
of risk family offices face regarding cyber attacks, what
types of attacks they have experienced and how they are
safeguarding themselves for the future.

Should family offices be concerned about cyber security?

Chief Executive Officer and Principal, single family office, Canada

President, multi-family office, Massachusetts, U.S.

Has your office experienced a cyber attack?

The North America Family Office Report 2022

Chief financial officer, single family office, U.S.

Chief Financial Officer, single family office, Connecticut, U.S.

Managing Director, single family office, lllinois, U.S.

What are you doing to safeguard the family
office from attacks?

Chief Investment Officer, single family office, Canada

Managing Director, single family office, lllinois, U.S.

Vice President, single family office, Pennsylvania, U.S.

Chief Financial Officer, single family office, Connecticut, U.S.
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4.3 Succession planning and the next generation

Succession planning

In 2017, we asked family offices when they expected the
next generational transition to occur, and 69 percent said in
15 years or less. This suggests that we are in the middle of

a seismic shift, one that will see trillions of dollars changing
hands between generations. Since this date, we have tracked
the progress of this transition and monitored how family
offices are preparing for it.

North American family offices trail their regional
counterparts in succession planning

At present, just over half (54 percent) of families in North
America have a succession plan in place, up slightly from 50
percent last year (figure 4.7). Worldwide, 61 percent have
plans in place, up from 55 percent in 2021, with Europe at 67
percent and Asia-Pacific at 70 percent.

"Succession planning is on the top of my mind because I'm

a trustee of everything and I'm not going to be here forever.
My grandfather and father both died without a succession
plan in place, and I'm determined not to repeat that mistake.
So, | have a roadmap, everyone knows that a copy exists

in our attorney's office and a copy exists in my home safe.
Furthermore, | have three members of generation eight who |
think have the potential and aptitude to run the family office,
but they have their own careers, and | don't want to disrupt
them. However, if something happens to me the plan will
spring into effect. In the meantime, | watch my Next Gens
develop and hopefully one or two of them will take over

my responsibilities."

President, single family office, Massachusetts, U.S.

Figure 4.7: Whether the family has a succession plan in place

33% 67%

30% 70%

. Global . North America . Europe . Asia-Pacific

Note: Figures may not sum to 100% due to rounding.
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Merely 53 percent of succession plans are written;
35 percent are verbally agreed

The most sophisticated family offices have both long-term and
short-term contingency plans for succession. This highlights
an area that needs ongoing focus. In terms of types of plans
in place, just over half of those in North America are either
formally (45 percent) or informally (8 percent) written, while
the remainder are verbally agreed (35 percent) (figure 4.8).

Figure 4.8: Type of succession plan

Formal written plan

Informally agreed, written plan
8%
13%
Verbally agreed plan
GED 35%
Succession plan in development
D 12%

. North America . Global

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022

"I think it's common for a self-made patriarch or matriarch to
have a difficult time envisioning how the family enterprise
will sustain itself in a manner that they would be proud of
once they are gone. They are going to leave their kids a lot
of money, but they can't be sure that everything they've put
in place won't be undone. That's a natural human reaction.
In turn, | think families need to do one of two things. They
either have to invest enough time to understand all their
options and then pick the one most relevant to their family
ethos, or they have to choose advisors who understand
where the family wants to go, and who they trust implicitly
to get them there."

Managing Partner, single family office, Connecticut, U.S.

"Our CEO is the family patriarch. Historically, he's been the
communicator between the family office and the family. In
recent years, we decided to increase the communication with
more family members because we recognize there could be a
wealth transfer event. Therefore, we now have an annual
off-site gathering where we review our investment
performance and certain plans, such as what we'd do

if something happened to a family member or if we
experienced a cyber attack."

Vice President, single family office, Pennsylvania, U.S.
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Merely one-third have a succession plan in place
for senior family office staff

Some family offices think about more than just the succession
of family members. They also consider the wider succession of
senior family office executives, family members or otherwise.
At present, just one-third of family offices have such a plan in
place, with 14 percent training family members to take over
the family office, 13 percent training other internal staff and

6 percent relying on outside professionals to step in. Others
(17 percent) have alternative plans for the family office, such
as dissolving it after the passing of the current generation.

This leaves roughly half (49 percent) of offices with a
vulnerability when it comes to passing on the baton;
something they may wish to address before the next
transition occurs (figure 4.9), and it appears that some

(27 percent) are working on this at the moment. One family
member explained his own experience, which is one that
many other families will likely relate to:

"We're a relatively small, third generation family. Outside
of myself, none of them are engaged with the family office
except for some philanthropy. They have never expressed
any interest in the family office or the investment portfolio,
so succession has been a big issue for us to think about.
This is limiting the direct venture capital deals we undertake
because that's a business with a 10-to-15 year horizon and
we may not be around for that length of time. My strategic
plan is to wind down and outsource as much as possible
so that we become a virtual family office. Another option

is to hire a non-family chief executive so that we can have
a succession plan even if it means relying on outsiders.
Alternatively, we could join a multi-family office, except
that | can't imagine how any multi-family office could

take on the responsibility | have of always acting in

my own family's best interest."

Managing Director, single family office, lllinois, U.S.
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Figure 4.9: Preparations for the retirement of
family office leaders
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Just 33 percent of Next Gens are deemed
prepared for succession

Most family office executives in North America (61 percent)
deem the next generation to be insufficiently prepared for
succession (figure 4.10). This is up marginally from 55 percent
last year and compares to a global average of 57 percent.

Families also evidently need support with succession, as only
57 percent are believed to be prepared. This has dropped
from 66 percent last year and compares to a global average of
62 percent. Those viewed as most prepared are family office
executives, with 68 percent in North America feeling ready
for the future, compared to a global average of 70% (2021
global average, 77%). (For a more in-depth look at succession
and the next generation from the perspective of Next Gens
themselves, please see the Campden Wealth / RBC report,
The Next Generation of Global Enterprising Families, 2020.)"

Figure 4.10: Whether the family / next generation / family
office is well prepared for succession

Family
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Next generation
Yes 39%
43%
57%
Family office
Yes 68%
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30%
@ 'orth America Global

Note: Figures may not sum to 100% due to rounding.
Source: Campden Wealth / RBC, The North America Family Office Report, 2022

40 percent of family offices deem Next Gens
to be unqualified to take over

When family offices were asked about the greatest challenges
they face with regard to succession, one of the most
commonly raised factors was not having a next generation
family member qualified enough to take control, as denoted
by 40 percent of respondents (figure 4.11).

This issue is more prevalent in North America than any other
region, as just 34 percent of those in Europe and 26 percent in
Asia-Pacific highlighted this issue (global average, 36 percent).
One executive commented:

"How can you be certain that the wealth that's been created
is going to be actively managed by the next generation,
rather than just becoming a source of conflict amongst those
who expect an inheritance. | really think that addressing this
issue is why family offices are established."

Chief financial officer, single family office, Canada

Another factor that came into play was that next generation
members were still too young to plan for their future (42
percent). This compares to a global average of 36 percent
and might, in part, be explained by the fact that Next Gens
in North America, on average, assume control of the family
wealth at an older age than they do in Asia-Pacific. That
being said, in The Next Generation of Global Enterprising
Families' report a notable 38 percent of Next Gens felt a
conversation around succession should have happened earlier,
so it's something to consider for families as they raise their
young children. One interviewee, facing this very challenge,
commented:

"We need to implement a succession plan, but there isn't a
rush; the next generation is still very young. | don't expect
succession to be an issue in the next 10 years, but this is
something we've started to discuss. We'll begin work on it in
a few years. Our current plan is only very high level."

Chief investment officer, single family office, Canada

Still further, discomfort in discussing this sensitive matter
troubles 25 percent of family offices, while having a patriarch
or matriarch who is unwilling to relinquish control troubles 16
percent. Finally, over one in 10 face issues with not knowing
how to construct a succession plan and infighting between
family members (12 percent each).

3 Campden Wealth / RBC, The Next Generation of Global Enterprising Families: Shaping Tomorrow, Today, 2020: https://www.rbcwealthmanagement.com/en-ca/campaign/shaping-tomorrow-today-family-wealth
' Campden Wealth / RBC, The Next Generation of Global Enterprising Families: Shaping Tomorrow, Today, 2020: https://www.rbcwealthmanagement.com/en-ca/campaign/shaping-tomorrow-today-family-wealth
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Figure 4.11: Greatest challenges the family face with regard

to succession planning (Tick all that apply)
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30 percent of Next Gens have already assumed control;

27 percent will do so within the next 10 years

The former figure is on par with the global average of
30 percent. However, broken down by region, slightly

more Next Gens in Europe have already taken over

(32 percent), compared to slightly fewer in Asia-Pacific

(26 percent) (figure 4.12).

Figure 4.12: Whether the next generation has
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The next generation
Most family offices employ Next Gens

At present, 60 percent of family offices have at least one
Next Gen working with them, and this is expected to rise to
80 percent over the next decade. With that said, on average,
roughly one in five Next Gens from wealth-holding families
currently work in the family office, and this proportion is
expected to grow to one in three within 10 years' time as the
global wealth transfer continues to unfold (figure 4.13).

Figure 4.13: Proportion of Next Gen family members currently

engaged in the family office in North America
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Source: Campden Wealth / RBC, The North America Family Office Report, 2022

The North America Family Office Report 2022

Next Gens are commonly expected to gain outside work
experience before joining the family office / business

While family offices and family businesses can be useful
training grounds for Next Gens' educational development,
49 percent of families expect them to gain work experience
elsewhere, such as at a bank or a hedge fund, before joining
the family firm (figure 4.14). This approach is often deemed
beneficial, both to Next Gens who can gain additional
experience from outside institutions, and to the family office
/ business itself, as Next Gens can bring the additional
knowledge they gain into the firm.

Figure 4.14: Whether next generation members are required
to work elsewhere (e.g. investment bank, hedge fund) before
joining the family office / family business
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Note: Figures may not sum to 100% due to rounding
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Most family offices feel prepared to support Next Gens
on a variety of fronts

When it comes to how prepared family offices feel in relation
to addressing Next Gens' forthcoming needs, they feel the
most prepared to help them find bankers, accountants and

service providers, and to support their investment objectives
(87 and 83 percent feel prepared, respectively). They feel
the least prepared when it comes to understanding their
role post-succession and with governance-related needs

(56 percent and 68 percent feel prepared, respectively)

(figure 4.15).

Figure 4.15: Whether the family office is meeting the next generation's needs in relation to succession

Helping them find bankers, lawyers, accountants,
and service providers

Yes 87%
(N 13%
84%
16%
Supporting their investment objectives
\CH 83%
84%
16%
Helping them gain key wealth management skills
74%
26%
Providing financial literary training
(N0 26%
72%
28%

. North America Global

Note: Figures may not sum to 100% due to rounding
Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Communication-related needs
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Interfacing with trustees
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Governance-related needs
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Understanding their role post-succession

Yes
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75%
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69%
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69%
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Next Gens' favourite asset classes are private equity,

real estate and venture capital Figure 4.16: Whether Next Gens have an active interest in
the following asset classes:

When asked what asset classes Next Gens are most actively

’ Private equity (direct and funds)
interested in, the top five were private equity (with 59 percent

being interested), real estate (55 percent), venture capital (50 — 59%
percent), digital assets (48 percent) and equities (44 percent) — 64%
(figure 4.16). One CEO purported: Real estate
“I'm really looking forward to getting Next Gen investors — 55%
involved when I'm pitching to potential limited partners. — 48%
Folon shey want <o b oot ot . When pecple s sbout Venture capia
Next Gen engagement, they think about philanthropy, but it — 50%
doesn't have to be limited to that. Climate change mitigation, — 55%
particularly decarbonization, is something young people o
understand much more easily than their elders." Digital assets
CEO and Principal, single family office, Canada _ 48%
D 48%
Equities
D a7%
Hedge funds
D 20%
- 19%
Agriculture (forest, farmland, etc.)
L 21%
Cash or cash equivalent
a 1%
& 1%
Fixed income
@ 9%
Commodities
o 5%
() 9%
SPACs
o 5%
() 5%
REITS
() 4%
() 7%
Gold / precious metals
{ 1%
. 5%

. North America . Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Next Gens' favourite technologies are artificial
intelligence, fintech and blockchain

When asked what their favorite technologies are, the top five
were artificial intelligence (50 percent), fintech (46 percent),
blockchain technology (45 percent), healthcare tech (43
percent) and cryptocurrency (43 percent) (figure 4.17).

One next generation member, who had far more knowledge
than his family about cryptocurrency and blockchain,
explained how he intended to train them up so that they
could start allocating to these newer areas of investment:

"I'm not going to ask my family to invest in something that
they have no idea about like crypto or blockchain. This

is something that's not on my family's radar. But | think
eventually it will be, and there's a lot of opportunity in the
space. But they must dive headfirst into the technology and
understand it, what it can do, and how it can problem-solve
before | can ask them to invest in it. That's really going to be
my focus, helping some of my family members understand
that there's a tremendous opportunity here."

Next generation member and single family office founder,
Michigan, U.S.
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Figure 4.17: Whether Next Gens have an active

interest in the following technologies
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Building a
successful family

office with the next

generation in mind

This second generation family member is not only the
CEO of his own family office but has also established a
multi-family office to help other like-minded families. He
has been an extremely successful investor, having been an
early investor in some of the very successful companies
that have emerged over the past 20 years. Nonetheless,
he finds significant wealth creates challenges when it
comes to the family. Here he weighs up the pros and cons
of family offices, the difficulties of preserving wealth and
why preparing the next generation for their inheritance
should start early on.

Is there a role for family offices?

The North America Family Office Report 2022

Do governance structures help resolve conflicts like these?

Do you intend to create a legacy for future generations?

Can you identify those behaviours?

How do you prepare your children for their inheritance?

Therefore, is it all about managing expectations?
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4.4 Philanthropy

Families in North America lead the way in giving
philanthropically

The majority (86 percent) of families in North America give
philanthropically (global average, 82 percent), with the
average annual donation being US$15.4 million. The respective
average giving in Europe is US$9.4 million and Asia-Pacific
US$1.8 million (figure 4.18).

Figure 4.18: Total family donations over the
last 12 months, US$

$11 million
G < o
$9.5 million
$1.8 million
Global . North America Europe Asia-Pacific

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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76 percent of families have their own foundations

Families most often give through their own foundations
(76 percent, global average 71 percent). However, many
families also give directly to a cause (42 percent) or charity
(38 percent), or via donor advised funds (31 percent)
(figures 4.19).

Figure 4.19: Vehicles used by the family in support of
philanthropic giving (Tick all that apply)

Family's foundation

71%
Give directly to a cause

46%
Give to charity

37%
Donor advised fund

18%
Third-party foundation
-

16%
Family office
o

10%

. North America Globeal

Source: Campden Wealth / RBC, The North America Family Office Report, 2022

Education is the top cause North American families
support, and they target environmental action
more than their peers

The vast majority of family offices in North America support
education (87 percent). This is followed by economic and
social impact (66 percent), healthcare (59 percent), the
environment (44 percent), political / civil matters (35 percent)
and conflict resolution / peace (14 percent) (figure 4.20).
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Proportionately, more families in North America support
environmental action (44 percent) than in Europe (36
percent) or Asia-Pacific (34 percent, global average 39
percent). However, as noted earlier, North America lags
behind its regional peers when it comes to the adoption
of sustainable investing, an approach which often targets
environmental causes.

"We have a family foundation which is entirely ESG
aligned. We support diversity, indigenous affairs and
access to healthcare. We are involved as a family;
everyone has the authority to give on their own,

but it's done with a pitch to the rest of family to
explain why they've selected a particular cause."

CEO and Principal, single family office, Canada

Figure 4.20: Philanthropic causes supported by the
family (Tick all that apply)

Education (e.g. childhood development, primary /
secondary education, further education)

82%
Economic and social impact (e.g. financial inclusion,
entrepreneurship, economic and community
development, research, arts, culture, sports)

59%
Healthcare

55%
Environment (e.g. climate change, conservation, animal
rights, food security / agriculture)
S o

39%
Political and civil (e.g. human rights / civil liberties,
religious causes)

26%
Conflict and peace (e.g. international and global affairs,
peace / conflict resolution, disaster relief)
a 14%

16%

. North America Global

Source: Campden Wealth / RBC, The North America Family Office Report, 2022
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Philanthropy is
more than just
putting a name
on a plaque

The merits of donor advised funds

A senior family member discusses goals of philanthropy
and a family foundation. He argues that philanthropy is
more than just putting a name plaque on a new building.
Rather, the most satisfying results have come when his
philanthropic interests have aligned closely with his own
personal interests. He also discusses the downside of
family-wide foundations.

The North America Family Office Report 2022

How is the family's philanthropy structured?

What factors determine your philanthropic activity?
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We never donate for permanent endowments of staff
positions or physical construction or programs because
inevitably the costs grow to more than the income
generated by the endowment.”

What is your most satisfying philanthropic project?

"This probably doesn't count as philanthropy in the
conventional sense, but it's been amongst my most
worthwhile experiences. I'm an art collector and | lend parts
of my collection to around 30 museums in the U.S. and
Europe. We've worked out ways to lend to exhibitions which
cost the museums about half of what they might expect to
pay. There is no income tax deduction, however as part of our
estate planning most of the art will go into the public domain
as a final resting place and will not be subject to estate tax.
Holding art in a private foundation can be a problem because
the fair market value can count as part of the base for the
minimum mandatory annual donations, and this can wipe out
a lot of the liquid assets needed for sustaining the private
foundation into the future. For assets like works of art, they
must be available to and used for public consumption and
cannot be kept at home (or in the office)."

The North America Family Office Report 2022
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5. Conclusion

5.1 Looking ahead — some key
findings from the report:

Manage risk to underwrite consistent
investment performance

Risk management is cited by 78 percent of North American
family offices as the top governance priority for the next 12 to
24 months. This is unsurprising given the setback to financial
markets in the early part of the year. However, while there's

no room for complacency, there is evidence that sound risk
management systems are making a difference. Significantly, 88
percent of respondents identified inflation as the biggest risk
to financial markets and 72 percent pointed to rising interest
rates. Unfortunately, those risks crystallized in the first quarter
of 2022, but our survey reveals that many family offices are
ahead of the game with sound governance and investment
structures, along with plans to increase their exposure to

real estate, private equity and commodities, while reducing
their exposure to fixed income. Although overall investment
returns in 2022 may be lower than 2021 returns, it is likely
that professional investment management will have protected
families from the worst outcomes.

Portfolio diversification is key to long-term
wealth preservation

Long-term wealth preservation often relies on having a diverse
portfolio of investments. This diversification should be in terms
of asset classes, sectors, currencies and / or geographies.

A portfolio of diverse investments can mitigate the risks of
"black swan" outcomes. A classic example is cryptocurrency.
According to last year's survey, 30 percent of North American
family offices intended to increase their holdings and 43%
agreed with the statement that cryptocurrency is a promising
investment. With the benefit of hindsight, it's apparent that
family offices would have been better advised to reduce
rather than increase their exposure, but a well-diversified
portfolio would have mitigated the negative financial
consequences of the price collapse. Diversification by its very
nature means that returns will not be maximized, but extreme
losses can be avoided, which is important because wealth
preservation is a marathon, not a sprint.

Strengthen governance through investment
monitoring and mission statements

No two family offices are the same and they rely on many
different structures within their governance frameworks. Most
commonly, these relate to the monitoring of investments
and strategic and tactical asset allocation. Surprisingly,
merely around half of North American family offices have a
mission statement (56 percent) or a family office employee
handbook (43 percent), while a notable 32 percent have no
cyber security plan, despite over a third (37 percent) having
experienced a cyber attack within the last year. These would
all be useful adjuncts to existing governance structures and
protocols mitigating investment risk and fraud. Improving
the robustness of systems and business processing is an
important way to futureproof family offices.

The North America Family Office Report 2022

Tackle succession planning head-on

Effective succession planning is critical to ensuring the
longevity of the family office and family legacy. This makes
developing effective succession plans a key priority for family
offices. Since over a quarter (27 percent) of families expect
their wealth to transfer to the next generation over the
forthcoming decade, inadequate succession planning could
end up problematic for many. Particular issues making planning
difficult include the ill-preparedness of Next Gen members to
take over (cited by a significant 40 percent of respondents),
along with the unwillingness of the current generation to
relinquish control (16 percent) and the reluctance to discuss
sensitive matters with patriarchs or matriarchs (25 percent).
Challenges also arise because the next generation may be too
young or inadequately qualified to take over (36 percent).

Families and family offices alike should think about more than
just the succession of family members, but the succession of
senior executives within the family office, irrespective of their
familial ties. At present, merely one-third of family offices are
equipped in this regard, however, having a succession plan in
place may improve one's chances of a smooth and successful
transition when the time arises.

Understand the needs of the next generation

It is incumbent on family offices to help the next generation
prepare for their post-succession roles. One way of achieving
this is by arranging access to work experience in the family
office, family business or outside financial institutions. Next
Gens can also attend workshops and higher education
courses to gain an educational edge. At present, 49 percent
of North American family offices require next generation
members to work elsewhere, such as a bank, hedge fund

or asset manager before joining the family office or family
business, while 19 percent of family offices already have Next
Gens engaged in their activities. The benefits of this extended
education may show up in the confidence that families show
in their Next Gen.

Overall, a high percentage of North American family offices
believe they address the needs of the next generation when it
comes to supporting their investment objectives, helping them
gain key wealth management skills and with finding suitable
bankers / lawyers. Sixty-four percent admit they are less
successful when it comes to understanding Next Gens' roles
post-succession, helping them with their governance-related
needs (32 percent) and with interfacing with trustees (31
percent). Clearly the educational role undertaken by family offices
is having some positive effect but, as ever, more could be done.

Aim to onboard top talent

Families are comfortable working with known and trusted
individuals. But periodically it's important to bring in new
recruits to generate fresh ideas and add new skillsets. This
explains why many family offices have hired top professionals
from investment banks, private equity houses and hedge
funds to support their evolution. It also explains why
competition to attract top leadership professionals has
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About family offices

A family office is, in its simplest form, the private office for a
family of significant wealth. The number of staff working in
the office can vary from one or two employees to 100 or
more staff, depending on the type and number of services
it provides.

The purpose of an office can range from handling key family
assets and core holdings (tax and accountancy, property and
estate management) to include more sophisticated wealth
management structures, while often providing family members
with educational, professional and lifestyle services.

Generally, family offices manage key areas of family
assets, including real estate holdings and direct or indirect
investments, tax consolidation and estate management.

They can serve as the central hub for a family's legacy,
governance and succession. They can furthermore support
the education and development of family members, facilitate
family governance, coordinate communication and resolve
issues within the family enterprise. A typical family office:

— Affords structure to the management of family wealth,
establishing increased control and oversight of the family
wealth strategy and costs of managing investments;

— Consolidates tax, accountancy and wealth management
reporting execution under one roof;

— Provides a clearly-articulated, efficient governance
framework for investment decision-making, as well as family
legacy and succession functions (including philanthropic
foundations and initiatives);

— Coordinates with service providers, achieving economies
of scale (especially in the case of multi-family offices) and

preferential deal access and products;

— Ensures confidentiality and privacy for family members,
liberating them from the burden of wealth.
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Who would benefit

from using a family office?

Families with private wealth in excess of US$150 million

are ideal candidates for establishing a single family office
structure. While it is not uncommon for first generation
entrepreneurs to establish a family office, these offices
often support families with greater complexity in terms of
households and generations. This is a key characteristic of
family office structures and one that offices must account
for when designing and executing investment strategies and
family governance plans.

While each household will share some similar needs, from the
perspective of the family office, each household merits special
consideration. Such consideration cannot always be restricted
to typical generational needs (i.e. retirees require income,
while younger family members can accommodate more

risk and longer horizons), because households themselves
have differing liquidity requirements (for example, sibling
benefactors may hold quite distinct professional ambitions).

Multiple wealthy families which might not necessarily be
related to each other but nonetheless share some

common values or goals may opt to consolidate and leverage
resources by creating a multi-family office, rather than a
single family office to manage the family wealth. Such a
structure provides the benefit of economies of scale and
investment deal opportunities that formal collaboration and a
consolidated management structure afford. Naturally, family
complexity factors arise for the multi-family office, only on
another level of magnitude.

The North America Family Office Report 2022

Here things can get quite messy. As such, traditionally, for a
multi-family office to be successful and sustainable, families
should share a common purpose, interest and risk appetite or,
alternatively, comparable levels of wealth.

Traditionally for multi-family offices to be sustainable over the
medium to long-term, they must manage cumulative assets of
more than US$3.5 billion. For the sake of clarity, a number of
terms with specific meaning in this report are defined below:

These will all have had a founding
family before widening out their offering to multiple
families. These offices are owned by families and
operated for their benefit.

These will look after the
interests of multiple families, often with wealth of less than
US$150 million. Unlike private multi-family offices, they are
owned by commercial third parties.
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About the creators

Royal Bank of Canada is a global financial institution with

a purpose-driven, principles-led approach to delivering
leading performance. Our success comes from the 92,000+
employees who leverage their imaginations and insights to
bring our vision, values and strategy to life so we can help our
clients thrive and communities prosper. As Canada's biggest
bank and one of the largest in the world, based on market
capitalization, we have a diversified business model with a
focus on innovation and providing exceptional experiences
to our 17 million clients in Canada, the U.S. and 27 other
countries. Learn more at rbc.com.

We are proud to support a broad range of community
initiatives through donations, community investments and
employee volunteer activities. See how at
https://www.rbc.com/community-social-impact/.
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Campden Wealth is a family-owned, global membership
organisation providing education, research, and networking
opportunities to families of significant wealth, supporting their
critical decisions, helping to achieve enduring success for their
enterprises, family offices and safeguarding their family legacy.

The Campden Club is a private, qualified, invitation-only
members' club. Representing 1,400 multi-generational business
owning families, family offices and private investors across

39 countries. The Club delivers peer networking, bespoke
connections, shared knowledge and best practices. Campden
Club members also enjoy privileged access to generational
education programmes held in collaboration with leading
global universities.

Campden Research supplies market insight on key sector
issues for its client community and their advisers and
suppliers. Through in-depth studies and comprehensive
methodologies, Campden Research provides unique
proprietary data and analysis based on primary sources.

Campden Education delivers a virtual training platform
empowering families with practical knowledge and the tools
to make informed decisions. Drawing on deep expertise and
real-world experiences, our programmes are designed to guide
the whole family through all stages of ownership and growth.

Campden Wealth owns the Institute for Private Investors (IPI),
the pre-eminent membership network for private investors

in the United States founded in 1991. In 2015 Campden
Wealth further enhanced its international reach with the
establishment of Campden Family Connect PVT. Ltd., a joint
venture with the Patni family in Mumbai.

For more information:

www.campdenwealth.com
research@campdenwealth.com
T: +44 (0)20 3941 8015

Brien Biondi

CEQ, Institute for Private Investors
& Campden Wealth, North America
bb@memberlink.net

Direct: 703-944-2183
www.instituteforprivateinvestors.com
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