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Family offices have existed for generations and there are more now than ever before.
With the market growing and changing, the question of talent acquisition and company
growth is front of mind for family offices. Building out a team for a family office poses a
number of challenges: where to find the talent, how to retain them, and how to pay them.
Egon Zehnder held a round table where these new hurdles were discussed, and we were
able to gain insights into how family offices are growing in the modern market.

The ongoing hunt for talent

There are two pathways for growing the team - family hires and outside talent. With
family hires, the pool in which you are looking is fairly small but very connected, as
potential hires are either related to or linked to the family to whom the office belongs.
However, family members make up a relatively small contingent of a family office - the
global average sits at 18 percent. This number is higher in some regions, with Asia Pacific
having the highest family hires at 32 percent.

Accessing outside talent is a slightly more complex process. Family offices are seen as
very attractive employers for executives, but it is challenging to attract talent that is not
familiar with the family office world. For those who are in the know, it is a compelling
career path due to the perceived leeway to take decisions and work on an investment
portfolio. Executives who come from a corporate financial services background view
family office roles as a space to be creative and collaborate with their clients.

But the majority of potential candidates are not aware of the benefits of working in a
family office because it is perceived as a secretive space that is not welcoming to those
who are not in the know. This lack of connection between family offices and the talent
they are interested in hiring makes it difficult to grow a team.

This disconnect runs both ways. Whilst potential hires are unaware of the benefits of
working for a family office, family offices are struggling to get relevant data on new
talent. The family office market is too specialized - there is limited data on the inner
workings of the industry. Big data providers that are generally used to help companies
find talent are often too general to provide an in-depth focus on the best people for a
family office position. The professionals that we spoke to suggested that the creation of
peer groups with trusted advisors may be a way of getting an approximation of the talent
pool and establishing connections with potential hires.

Successful integration of talent

With family offices, the search for talent is only part of the challenge. The transition from
a large financial services institution into a family office can be a major cultural change
for executives. One of the key contributors to this is executives believe that working in a
family office will provide them with a lot of freedom but in practice they often find that
this is largely dependent on the principal of the office. Another consideration is that
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many of the executives that shift from financial institutions to family offices are used to
running large teams and family offices tend to be fairly small. The smaller office means
that there is a lot more room - and expectation - to train up younger talent, which is not
generally a part of the responsibilities of an executive at a big financial institution.

Family offices will often seek out executives who have already successfully transitioned to
another family office in order to avoid the complexities that arise when hiring someone
with no experience in family office work. However, this is a fairly small pool of candidates
which adds to the complexity of finding the right person for the job.

Compensation and incentive trends

In family offices, the incentive structures for employees vary significantly depending
on the values of the principals. There are two key decisions that are informed by the
principals’ values: variable compensation and the degree of individualistic incentives.

The presence and structure of variable compensation differs from one family office

to another. Some principals may decide that there is no variable compensation
component for their employees and thus compensation is fixed. Others may decide that
a performance-based incentive is worthwhile in their business. For those that do opt for
a variable compensation component, the structure of this is more or less at the discretion
of the principal.

Variable compensation structures tend to be informed by valuations, which look different
in a family office. Private equity funds have valuation events — such as exits — which family
offices do not. As such, it is important to set up regular valuations to better inform the
variable compensation structure.

The other consideration for compensation is the degree to which it is rewarded on an
individual basis. Calculating incentives based on individual performance looks different
to using a team-based, or even organization-based, approach. Generally speaking, the
more specialized the company is — and the more it directly benchmarks its performance
against other top class investment institutions — the more likely it is that compensation
will be more individualistic.

Generational portfolios often lack the valuation events that private equity funds have
- such as exits. As such, it is important to carry out valuation considerations to inform
formulaic variable compensation structures.

Family offices - much like the rest of us — are having to become more adaptable and agile
in today’s working world. This is particularly true in the search for new talent, which
requires creativity and connection to overcome the isolated and complex nature of
building a family office team.



Leadership
Insights

EgonZehnder

For more information, contact:

1
Michael M. Meier y Christian Redhardt

. “, &
Diisseldorf ¥ 4 ¢ Frankfurt
michael. meier@egonzehnder.com ) christian.redhardt@egonzehnder.com

Marie-Luise Back
Frankfurt
marie-luise.back@egonzehnder.com

About Egon Zehnder

Egon Zehnder is the world’s preeminent leadership advisory firm, inspiring leaders to navigate
complex questions with human answers. We help organizations get to the heart of their
leadership challenges and offer honest feedback and insights to help leaders realize their true
being and purpose.

We are built on a foundation that supports partnership in the truest sense of the word and aligns
our interests with the interests of our clients. Our 550 consultants across 62 offices and 35 countries
are former industry and functional leaders who collaborate seamlessly across geographies,
industries and functions to deliver the full power of the Firm to every client, every time.

We partner closely with public and private corporations, family-owned enterprises, and non-
profit and government agencies to provide a comprehensive range of integrated services,
including executive search, leadership solutions, CEO search and succession, board advisory and
diversity, equity & inclusion. Our leadership solutions cover individual, team and organizational
effectiveness, development and cultural transformation. We work with world-class partners
including Mobius Executive Leadership, a transformational leadership development firm. In
addition, we have partnered with Paradox Strategies, co-founded by Harvard University Professor
Linda Hill, to develop the Innovation Quotient (IQ), a proprietary culture diagnostic.

We believe that together we can transform people, organizations and the world
through leadership.

For more information visit www.egonzehnder.com and follow us on LinkedIn, Twitter,
and Instagram.
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