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FIG 3: Percentage of family business contribution to national GDP
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Challenges of Family

Business

» Resistance to change
 Managing transitions & succession
 Raising capital

 Emotional issues

» Leadership
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#379 David Filo Forbes

Chief Ya

REAL TIME NET WORTH

AHOO!

David Filo is cofounder of Yahoo, a onetime web service behemoth, which sold its

core business to Verizon for $4.48 billion in cash in June 2017.

The most valuable part of Yahoo - its 15% stake in Alibaba and it stake in Yahoo

Japan - morphed into a listed company called Altaba.

Filo started the company in 1995 with Jerry Yang, a classmate at his Stanford Ph.D.

program. The duo dropped out to run Yahoo. I a ' e b o o k
®

Filo and his wife Angela established the Yellow Chair Foundation in 2000; it supports

education, civil liberties, gender equality and the environment.

In 2004, Filo donated $30 million to his alma mater, Tulane University, for

engineering and computer science scholarships.
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Valuing the target US UNIVERSITETO
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Revenue

Current business and assets,

Firm

it Future growth future growth Current assels

- . Comparable companies
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Figure 1: Family office structure VILNIAUS UNIVERSITETO
VERSLO MOKYKLA
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LOndon/New York SWitzerlanc

A well-established location for family +
offices, which lends itself to ease of

business, a potentially tax-neutral

lncation for holding structures, quality

service providers, a well-connected

location and excellent |
communication (many Swiss

workers are fluent in German,

ltalian, French and English).

Combining both a desirable
residence for family members
with sophisticated capital
market services, a pool of high
caliber talent acrnss the
investment spectrum and
considerable legal, tax and
wealth management expertise.

Location Location

SINgapore/Hong Kong Jersey/Guermnsey

Established financial center
with a wide range of service

-l-
providers acting as a gateway

tn the Eurnpean market for 2

African and Middle Eastern n
investors. g

[

Established financial center
with & wide range of service
providers acting as a gateway
to the Asian market for
American and European
investors as well as a safe
platform for increasing numbers
of Incal family offices.
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75%
of family offices
irn Morth America -
are involved
philantrophy+

Morth Americ " C
family offices in 2014 ™2 1 Anrital retur

for Asia-Pacifie

2% £9% family offices in 201
Proportion of Annual return
annual assets for emerging f 16%
under management market family of family offices
family offices in offices in 2014 are in Asia-Pacific
emerging markets
give to local causes j_
51% ﬁ% A financial analyst within a family
of global family wealth of family offices were office receives a basic salary of
is still invested in founded after the $82,000
the family business rilliennium a year

Sources: UBS; Campden Wealth; Withers/Scorpio Partnership
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The Family Office industry has rapidly grown to eclipse other industries e

Private Equity Family Offices Hedge Funds /////,/ RSO MBIV,
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$2.4T S2.9T

S Wy the Shife

Heavy Fees
o Most funds traditionally charge a 29 annual
management fee and keep 20% of the profits
Lack of Transparency

o After 2008 and the implementation of Dodd-Frank, people became
more concerned with where their money was invested

As the number of high net worth individuals
increases around the world, the family office

industry continues to blossom and tumn its
attention towards the direct lending market.

Misali ¥ of Ind :
Families do not necessarily have the ability to invest in
industries of their choosing through a fund

= Quick Stats

Average Family Office Portfolio Direct investing has yvielded considerably larger
returns than the traditional fund approach

12.1%
-~ 25.3%

15.2 %

26,3 %

12.1 %

MNearly 70% of family offices opted
Equities Il Direct Investment 00 Fixed Incoma

'////////////////////////’—/
Cash or Eguivalent [ Hedge Funds and Private Equity Funds B other fnr direm I““’ﬂ““«g in 2016




Private Equity Investment Sources, by Type

S UNIVERSITETO
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"Family Investor®: Individuals (Family Members) 7 s suessiere

ERSLO MOKYKLA

S. Institutional investors (Family Offices) (2) k

Potential Individual Pitfalls Vs Institutional Strategies for Success

INDIVIDUAL INVESTOR INSTITUTIONAL INVESTOR

Lacks asset allocation strategy Well developed asset allocation

strategy
P : Understands risk/reward trade-off
Has unrealistic expectations

Has short time horizon Longer time horizon for investments

Attempts to market time Does not market time

Broadly Diversified B et ol

vV vVv Vv VvV

Lacks alternative investments

,’////////////////////////—/




"Family Investor®: Individuals (Family Members) 7

S. Institutional investors (Family Offices) (3)

m Institutional
investors

-~ Maintain relatively
constant profile
over time

- Legal and
regulatory
constraints

- Well-defined and
effective policy is
critical
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m Individual
investors
-~ Life stage matters

- Risk defined as
“losing money”’

- Characterized by
personalities

- Goals important

- Tax management is
iImportant part of
decisions
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