
The Fear That haunts Markets - is Infl a  on Coming Back?

At this juncture in markets, the dilemma presented by Milton Friedman’s paradox is what 
confronts family offi  ce investors. Are rising prices ephemeral - as bond yields would suggest - or 
does the current spike in infl a  on represent a paradigm shi  ? Nothing, except greed and fear, is 
forever, of course, but that’s how it feels for an investor when the trade works against them. 

Economists have long become accustomed to the bo  ling of the infl a  on genie and seem 
reluctant to consider the possibility that it might have escaped once again. For the fi rst  me 
since the oil price shocks of the late seven  es, CPI in America at 5.3% exceeds 10-year US 
Treasury yields at 1.29%, sugges  ng fi xed-income investors subscribe to the Fed’s theory that 
this is all transitory. S  ll, that’s a signifi cant discrepancy.

Energy prices, labour shortages and supply disrup  on all imply that infl a  on readings will 
con  nue to steepen in 4Q so the nerve of bond traders will be tested. The consequences of 
a bond market correc  on, in the event of a recogni  on that defl a  onary forces have been 
vanquished, would be unconscionable.

China - Has the Locomo  ve of Global Growth Gone Rogue?

Also commanding the a  en  on of family offi  ces at present is the ongoing regulatory crackdown 
in China which has prompted a sharp correc  on in the healthcare, educa  on, tech and gaming 
sectors. The problem for investors, including family offi  ces, is that this is where their holdings 
have largely been concentrated. 

The vola  lity here furnishes family off ers with opportuni  es as well as headaches. The Chinese 
government is demonstra  ng, unequivocally, that they value poli  cal control above other 
considera  ons, but does that include the share por  olios of foreign investors? The adver  sed 

 There is Nothing so Permanent than the Temporary
Key Themes and Family Off ices



Where China goes will Biden follow?

Global trends are transpacifi c rather than transatlan  c these days and the precedent set by 
the Chinese for the wellbeing of its populace – allegedly – may well encourage Washington 
to cramp the style of Big Tech in America. It’s been muted for some  me but with the half-
dozen leading tech stocks now comprising fully one quarter of the S&P500 market cap, are 
family offi  ces posi  oned or prepared for the prospect of a regulatory shakedown?

Threats to the ultra-rich, it seems, are legion. If it’s not the prospect of an infl a  onary 
spike or a China slowdown or more overt economic control from the White House, then 
it’s poli  cians coming to take your money from you. AOC’s exhorta  on to ‘Tax The Rich’ at 
the NY Met this week made high-earners in America, already nervous about Democrat tax 
policies, fret about a drama  c lurch to the le   by the Biden administra  on. 

With the bad news rolling in like frontal systems, why then, are equity markets so resilient? 
In a word: Cash. There’s s  ll too much of it around for dips to be anything but bought into 
and shallow, though the specula  ve froth clearly apparent should discourage investors 
from chasing rallies. Five trillion dollars is sloshing around US money-market funds, the 
savings glut compounded by the greatest consumer s  muli ever is s  ll tangible and the 
global hunt for yield rages unabated. Stocks are overvalued…but probably going higher.

The Ultra-Rich are Turning to Crypto

Fi  y years a  er the gold standard was abandoned by President Nixon, the dollar is s  ll 
the world’s reserve currency despite poten  ally ruinous infl a  on, twin trade and budget 
defi cits, nega  ve real interest rates and America’s share of global trade declining. The 
economic historian Niall Ferguson has argued that what could catalyse or accelerate the 
decline of this status would be if the US administra  on regulated Bitcoin and other crypto-
currencies out of circula  on and other na  ons were to foster and adopt them instead.  

The debasement of fi at currencies should, at the very least inform an open mind on behalf 
of family offi  ces with regard to decentralised fi nance and the take-up of Bitcoin by the 
whole gamut of investor types from retail punters to family offi  ces remains encouraging. 

A recent survey by Goldman Sachs across 150 family offi  ces has found that 60% have 
already invested or are interested in crypto. Interest in cryptocurrencies such as bitcoin 
varied from region to region, with 24% of family offi  ces in the Americas having allocated 
to this space already, compared to just 8% in Asia and 8% in Europe, the Middle East and 
Africa (EMEA).

Among the latest high-profi le converts to the creed of crypto are the family offi  ces of 
Steve Cohen at Point 72 and Ray Dalio at Bridgewater, both of whom were recent scep  cs. 



ESG Inves  ng - Does the Market Care about Ethical Investment?

Another investment class compe  ng equally fi ercely as crypto for the a  en  on of asset 
allocators at present is ESG. A survey published this week canvassed family offi  ces running 
US6 trillion between them and revealed 70% of them opined the shi   towards net-zero 
carbon as ‘the greatest commercial opportunity of our age’. Bloomberg reported that by 
2025, the market for ESG inves  ng will represent one third of the US140 trillion in global 
assets. Planetary overhea  ng is a huge driver of capital fl ows.

Meet the Managers Making A Diff erence

Hence, the themes currently pre-occupying many family offi  ces; the re-emergence of 
infl a  on, the dearth of yield, dirigisme in China and America, crypto-currency take-up and 
the secular shi   towards ESG – all dovetail beau  fully with the range of leading managers 
Cap-Connect will be showcasing at its ‘Thema  cs and Liquid Alterna  ves’ Investment 
Forum on 22nd September at the RAC in London. 

Family offi  ces and Wealth Managers will be mee  ng eight leading managers whose 
exper  se is designed to help family offi  ces nego  ate the challenges represented by the 
afore-men  oned global trends. 

Funds being presented include specialists in ESG, Crypto, Tech, China, Global Macro, 
Credit and Equity and off er a mul  plicity of strategies to protect and grow capital. 

Cap Connect


