
You May Be Done With The Pandemic,
 But The Pandemic Is Not Done With You

Society may be anxious to put the anni horribiles of 2020 and 2021 behind it but from the 
perspec  ve of fi nancial markets and the family offi  ces inves  ng in them, the rela  onship with 
the virus is more complicated. The global health emergency has been undeniably posi  ve for 
risk assets which developed a Stockholm Syndrome dependency on the virus. Gaoler was also 
provider but can markets reach escape velocity in 2022? If the overriding sen  ment for family 
offi  ces at the end of 2020 was an  cipa  on, then the cusp of 2022 is characterised by trepida  on.

Policy s  mulus, both fi scal and monetary, has been the main vector for equity market 
performance; a thumping $20 TRN of liquidity injec  ons in 2020 and $9 TRN in 2021. 
Understandably, markets became addicted to this liquidity surge but in 2022, G5 will add 
a rela  vely s  ngy $100 BN. The Fed may be determined to keep rates deeply nega  ve but 
nonetheless 2021 will represent peak easy money and trough infl a  on/interest rates.

Family Off ices 
The Year in Prospect and Review



Rear-View Mirror 

2021 erected many obstacles for the family offi  ce to nego  ate: a democra  c crisis in 
America, the delta variant and concomitant lockdowns, incipient infl a  on, supply chain 
disrup  on, labour shortages, a draconian Chinese regulatory crackdown that laid waste to 
many a carefully curated EM growth por  olio and will-they-won’t they on the $1.7 TRN 
infrastructure programme stu  ering through Congress. The biggest risk-off  day of 2021, 
though, came on Black Friday with the emergence of the omicron strain of coronavirus.

The big winners in 2021 were Bitcoin which doubled, commodi  es (notably crude oil which 
crippled the performance of many ESG strategies) and US stocks. Losers genera  ng nega  ve 
returns numbered government bonds, gold and iron ore among them, as well as Emerging 
Market equi  es with China and Brazil the tail-end losers.

Real Assets and Infl a  on Concerns 

Infl a  on remains a notable concern for family offi  ces. The past year undoubtedly marks the 
secular low point for infl a  on and global interest rates. One can debate both the longevity 
of the infl a  on spike, and whether it’s transitory or structural, and the fl ight path of interest 
rates but there is no doub  ng that the broad trend of both is higher. Central banks (with a 
couple of excep  ons like China and suicidal Turkey) are  ghtening and tapering, rendering 
fi xed income instruments unappealing. 

For family offi  ces with infl a  onary concerns, Real Estate is a preferred route, either inves  ng 
directly or via funds. Real estate exposure, in most cases, represent a key part of a family 
offi  ce’s overall investment por  olio alloca  on with an increasing alloca  on to the asset class 
likely in 2022. 

Growing Interest in Cryptocurrency

With large pools of capital to invest and a long-term horizon, family offi  ces can take higher 
risks and have more fl exibility to invest in non-tradi  onal asset classes. The family offi  ce 
adop  on of cryptocurrency is s  ll in its infancy and the long-term debasement of fi at currency 
should sustain interest in Bitcoin and other digital assets. The high infl a  on and low return 
concerns for 2022 is likely to nudge more family offi  ces to seek higher returns via digital 
assets. According to a Goldman Sachs survey, 15% of family offi  ces globally and 25% in the 
Americas have already invested in cryptocurrencies. In addi  on, 45% globally are considering 
adding cryptocurrencies to their exposure in the future. 

The Rise in Private Equity and Direct Inves  ng

The allure of ac  ve private equity inves  ng for family offi  ces is mul  -faceted. It provides 
diversifi ca  on and because the sector is both specialised and compe   ve, Private Equity fund 
solu  ons off er a compelling principal-agent solu  on arrangement. So too, at an increasing 
rate, a greater number of sophis  cated family offi  ces are alloca  ng  into direct investment 
opportuni  es in a bid to exercise greater control over investments or saving on costly fees 
to intermediaries. According to UBS, over 80% of family offi  ces invest in private equity. Cap 
Connect’s own survey found an increasing number of family offi  ces making direct investments 
and almost 70% surveyed view private equity as a key driver of returns. This trend is expected 
to accelerate in 2022 as private markets gain a bigger share in por  olio weigh  ngs. 



ESG or ‘Blah Blah Blah’?

Despite Greta’s cynicism, the fastest growing investment sector is ESG and this trend was 
given addi  onal oomph by the recent COP26 event in Glasgow. Family offi  ces recognise they 
have a role to play when it comes to tackling environmental issues and relying on government 
ac  on is not enough.

The buyside has long viewed the ESG phenomenon as the biggest single opportunity for the 
fund management industry and now the sell-side is jumping on the bandwagon too. While 
family offi  ces are wary of investment “greenwashing”, they recognise their resources can make 
a diff erence if they invest wisely. So, as family offi  ces seek more ESG focused solu  ons, the 
inclina  on will be to navigate this space cau  ously; their paramount investment criterion 
remains a robust return profi le. 

Risky Business?

Threats to the consensus are legion. The most glaringly obvious would be a recurrence of the 
pandemic, entailing more lockdowns and disrup  on. Within markets, the menace would be 
a cryptocurrency crash of sorts which, given the specula  ve froth and dominance of retail 
punters, has the capacity for mayhem. However, the geopoli  cal ambience is also fraught with 
Russian troops facing off  Ukraine (and its NATO allies). The Chinese determina  on to bring 
Taiwan to heel means some form of stand-off  is inevitable; it’s simply a ques  on of when.

Family Offi  ces Remain Op  mis  c 

These considera  ons are likely to be at the forefront of the family offi  ce mindset as they 
contemplate the year ahead. The rise in direct inves  ng, impact inves  ng, and use of 
blockchain technology were under way before the pandemic, and there is li  le reason to 
suggest they stop now.

Despite the headwinds and uncertain  es, most family offi  ces are op  mis  c about the year 
ahead. According to a Ci   Private Bank survey, 75% of family offi  ce respondents seek over 5% 
returns for 2022. Family offi  ce respondents with over $500 million AUM have rosier outlooks, 
with 30% of them seeking 10% returns. 

Cap Connect has enjoyed working with its family offi  ce investors and leading managers 
to showcase strategies across asset classes in 2021. We look forward to renewing that 
partnership and providing solu  ons for family offi  ces as they plot a course through the 
uncertain challenges of 2022.

Cap Connect


