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Advanced Praise

“In the wealth management industry, there are many charlatans: people who think
they know the theory; but cannot actually manage wealth. Philip Marcovici not only
knows the theory; he has been an eminent practitioner of it. One can only believe
those who have experienced what they preach. All families should read his book.”
—David Chong, President, Portcullis Group, Singapore

“Philip has lived through and helped shape an era unlike any other in the creation
and management of private wealth over the past 50 years. This is a time of great
global private wealth, of recognition that private wealth can help fund governments,
that wealthy families can be global, multi-cultural, migratory and opportunistic.

Philip’s book is a wise reflection on what he has seen and contains profound
observations with respect to the distractions of family wealth and how they obscure
the fundamental human needs for life’s meaning. He lucidly explains technicalities
and details all wealth holders need to know.

Philip reminds us that life is about living. This book should be read by wealth
holder and wealth advisor alike; and it will be a lasting historical reflection of the
challenges and failures of our era.”

—Charles A. Lowenhaupt, Chairman, Lowenhaupt Global Advisors

“Philip is one of the few honest voices in the area of wealth planning. He highlights
the importance of finding the right advisors and aligning their interests with yours,
and always having checks and balances in place. The pitfalls of not doing so are well
illustrated with many colourful stories; reading this book will ensure your family
does not suffer a similar fate. A must read for anyone who has any amount of wealth
(no matter the amount) and wants to ensure harmony within the family.”

—Leo Drago, Co-Founder, AL Wealth Partners

“Congratulations to Philip Marcovici for a well-written and very easy-to-read book
which has incorporated much of his personal experiences in dealing with a vast client
base, especially Asian. Much of the material he has covered is consistent with my
teaching syllabus. It will definitely be on my recommended reading list when it is
released.”
—Professor Roger King PhD, Director of the Thompson Center for
Business Case Studies and the Tanoto Center for Asian Family Business and
Entrepreneurship Studies, Hong Kong University of Science and Technology

“Philip is a long-time friend but more importantly a professional that I often seek
guidance from for my ultra-high-net-worth clients. His expertise is not just his tech-
nical knowledge, but also the essential practical experience in how to manage or
‘suffer’ from wealth. This book illustrates many real life stories and should be read
by all who have worked their entire lives to create wealth or a legacy for the family.”

—Anthonia Hui, Co-Founder, AL Wealth Partners

“Other than wealthy families, this new book will also be useful to private wealth
management practitioners and other professionals, such as tax advisors, accountants,
lawyers, as well as law and business/finance students who are interested in learning



about the basic tools of wealth and estate planning and issues related to cross-border
taxation for high-net-worth individuals. In fact, I plan to use part of this book as ref-
erence material for my Private Banking and Wealth Management Course at the Uni-
versity of Hong Kong in the future. As Hong Kong continues to grow as an important
wealth management hub in Asia, this book will be welcomed by wealth owners and
people working in the financial services industry.”
—Professor S.F. Wong, Professor of Practice in Finance,
The University of Hong Kong

“Very interesting! A must-read for everyone working in or anyone looking to enter
into the world of Private Wealth.”
—Adrian Braimer-Jones, Ensof Group

“This is a fantastic book and all families should read it. It is an education on wealth
management entertainingly written. Well done! This book provides great guidance
for any wealth owner and their advisors. Complexities are made understandable.
Laughing is also included. Read this book and don’t destroy your family.”
—Benedikt Kaiser, Kaiser Partner

“Forget about complex family governance books, start with this read! The Destruc-
tive Power of Family Wealth contains a deep insight into the needs and psychology
of the wealth owner and the challenges they face. It should be mandatory for every
private banker and wealth adviser who wants to survive over the next 5 years and for
every wealth owner who is concerned about what will happen if they are no longer

around.
—Jurgen Vanhoenacker, Executive Director, Sales, Marketing & Wealth
Structuring, Lombard International Assurance SA

“Who knew that philanthropy was not only about helping others? This book shows
you how it can be a fantastic tool for family cohesion and to educate the next
generation.”

—Maurice Machenbaum, Co-Founder, Wise Philanthropy Advisors

“My initial reaction to Philip Marcovici’s new book: I like it!”
—Professor Joseph P.H. Fan, Co-Director, Centre for Economics and
Finance, The Chinese University of Hong Kong

“I thoroughly enjoyed reading this book as Philip Marcovici’s style is very natural
and ‘colloquial’ (in the best sense of the word) and conveys difficult technicalities
across in a way that targeted families will understand as well; I can just picture him
speaking on the subject of this book in public. The content is very relevant to any
young wealth planner and anyone looking at a career in wealth management and
planning will get absolutely nowhere without reading this book.”

—Britta Pfister, Head, Rothschild Trust (Singapore) Limited

“This is fantastic stuff. Well done!”
—Sharon Ser, Regional Senior Partner Asia, Withers



A Few Extracts From The Destructive Power of
Family Wealth

On the Needs of Wealth Owners

“Wealth owners have latent needs — they have needs, but don’t know what they are.
Knowing the right questions to ask is the key — no one has all the answers, but if a
wealth owner does not understand their own succession plan, whether this involves
the use of wills, trusts or otherwise, it can be very dangerous. Who has the power to
make decisions if we are disabled or die? Who can replace the trustee? Who will mon-
itor conflicts of interest, including how asset managers and others charge for their
services? What can be done to manage the risks of divorce and other risks to wealth?”

On Succession Planning and Asset Protection

“The first step in succession planning is to understand that having no succession
plan in place is a succession plan. If I die, something will happen to my assets, and
this notwithstanding that I may not actually have thought about my succession or
planned it at all.”

“I have run into a number of cases over the years where trusts and foundations
established by wealth owners were not disclosed to family members, something quite
common in times when wealth owners in Europe and elsewhere were led to believe
that good planning involved hiding their assets from the tax authorities and others.
In too many situations, advisors ranging from lawyers to trustees to protectors and
others ended up helping themselves to all or part of the assets involved. When families
finally discovered the structures their deceased parent had created, it was often too
late to recover the full value involved.”

On Changing Demographics and Aging

“Do failing memories put assets at risk? It is wonderful that we are all living longer,
but is it not the case that dementia and even simple forgetfulness that comes with
aging put assets at risk if no one knows where they are? Early succession and asset
protection planning is the key, and families increasingly need to consider the aging
process and its effect on the safety of family assets and the maintenance of harmony
within the family for the long term.”

On “Gold-Diggers”

“I am often asked by families I work with about the risk of in-laws or others being
“gold-diggers, more interested in the wealth of the family than they should be. This
is not a difficult evaluation to make, and my answer is always ‘Of course your son-
in-law or daughter-in-law is a gold-digger!” This is not because everyone is evil — but
because money comes into every relationship — if not at the start of the relationship,
at some point in future. I always advise families to hope for the best, but plan for the
worst.”

On Mistresses and Toy-Boys

“Mistresses are not an Asian concept. They are a global concept. Mistresses, toy-boys
and other relationships all too often move into situations of blackmail, and there are
approaches that wealth owners falling into common traps can employ to manage
things effectively. One golden rule is to never give a mistress a lump sum of money —
before long, she is back for more — why not use a trust or annuity that is designed to
make payments over her lifetime, but conditioned on her keeping things quiet?”



On Divorce

“In the case of divorce, community property, co-habitation, and otherwise, it is easy
to say that the rights of the spouse or other party are there because they need to
be protected. And this is often the case, and why laws are in place to provide this
protection. But for a wealth-owning family, and particularly where wealth is at the
higher level, it is critical to understand how laws designed to protect a spouse can be
abused to provide a spouse with rights to family businesses and wealth that by no
stretch of the imagination should they have access to. And with lawyers charging on
contingency, getting paid on the success of their efforts, is it fair that family wealth
falls into the hands of those who fuel the flames of marital disputes?”

On Second (and Subsequent) Marriages

“Second and further marriages often cause more issues within families than the
wealth owner establishing the new relationship thinks. The wealth owner often ends
up in a difficult situation that jeopardizes not only the well-being of his children, but
also the chances of success in his new relationship. As a believer that money comes
into the picture in every relationship (because everyone is a gold-digger, at least to
some extent), recognizing this is a first step toward finding approaches to help the
process not be a destructive one.”

On the Need for Women to Understand their Rights and Financial Position

“There is one very important reality about women and wealth. The chances are that
they will end up with the money, one way or another — so they had better know where
it is and how to deal with it. Women live longer than men, and in a marriage, it is
likely that they will outlive their husband. And if the marriage fails, which many do,
the wife will and should end up with something — so everyone needs to be prepared,
and all too often, women are not.”

On Who You can Trust

“Trust no one. This is not because no one can be trusted, but because the safest
approach is to ensure that the right checks and balances are in place to deal with the
reality that everybody has conflicts of interests. And for trustees, bankers and others,
there is no client better than a dead client — dead clients do not complain about fees
and do not fire you. Key is to ensure that those who succeed to your assets are able
to properly keep an eye on trustees and others and remove and replace them when
necessary.”

On Family Business Succession

“Families that manage to keep their businesses intact over the generations tend to be
families that are flexible in their understanding that it is inevitable that not everyone
in the younger generation will see things the same way. Allowing for the likelihood
that there will be family members who will not want to participate in and support the
family business, and having clear procedures for how to buy out their interests and at
what price has been a key way successful families have managed to keep businesses
in family hands over the generations. Having the ability to ‘prune’ the family tree
can be critical to the long term success of a family business.”

On Tax Advantaged Investing
“There are many facets to tax advantaged investing, but in the simplest terms,
to invest on a tax advantaged basis means focusing on the after tax and not the



pre-tax return on an investment. It is very easy to get into an investment, but often
not enough attention is paid to the question of how one will exit from the investment,
and what the tax consequences of this might be.”

On Taxation

“In a world where disparities of wealth are increasingly at the forefront of the politi-
cal and social agenda, is ‘hiding the money’ either an option or the right thing to do?
Advisors and wealth owning families have to change their ways, and in many cases,
the ways of the past were not something to be proud of.”

“[T]he only certainty in the tax world is that the laws will change, and constantly
do. The wealth owning family does not need to become expert in the tax laws of every
country that affects them and their investments. Rather, the wealth owning family
needs to be able to understand the advice they receive and be able to challenge that
advice, and ask the right questions. Being aware of how tax systems work can help
families stay in control of the succession and asset protection planning put in place
for their families.”

On the Move to Tax Transparency and Automatic Information Exchange

“Is transparency in the tax world a rocky road that will create a new kind of refugee
problem and a drain of capital and entrepreneurship from countries most in need?
[ worry that many developing countries are simply not ready for automatic infor-
mation exchange. Politically motivated use of tax information, corruption, leakage
of tax information to kidnappers and more will lead to entrepreneurs desperately
needed by their economies realizing that they only have two choices — play by the
rules or get out. And to play by the rules does not work if the tax system does not
adequately protect taxpayer interests — so getting out will be the only choice. Who
will replace the lost jobs and revenues of the developing countries involved?”

On Mobility
“Play by the rules or get out. These are the only choices wealth owners have — the
third choice of staying connected to a country by residence, domicile, citizenship or
otherwise and hoping that no one will find out is simply not an option in a world
of growing transparency and where tax laws are increasingly and more aggressively
enforced. Tax laws are laws, and there is no choice but for compliance with them.”
“One simple guideline on mobility planning is that the best time to consider leav-
ing a country is before that country begins to impose an exit tax. As the world moves
to greater tax transparency and tax laws are enforced more vigorously, it is likely that
more wealth owners will be using mobility as part of their planning, attracting more
high tax countries to consider barriers to mobility, including exit taxes and tougher
rules in relation to the question of who is and who is not a tax resident, particularly
among those who were previously taxable residents of the country.”

On Tax Planning, Tax Avoidance and Tax Evasion

“As a tax lawyer, my job has been to work with wealth owners and to help them
legally plan their affairs such as to minimize tax exposures. But how far should one
go to pay the least amount of tax possible? Is it an ethical obligation of wealth owners
to pay headline rates of tax to help address wealth and income inequality and to not
take steps to reduce tax exposures? Where is the line between legal tax planning and
illegal tax evasion...and what of tax avoidance, something that used to be considered



legal and appropriate, but which is increasingly condemned by tax authorities and
others?”

On Political Risk

“|T]here are many risks that a wealth owner is subject to that can fall under the
heading of ‘political’ risk, including changes in the tax landscape, perhaps in part as
a result of a new focus on income and wealth inequality... Addressing political risk
will be an increasing need of wealth owning families worldwide. The current focus
on income and wealth inequality, increasing populism in the political sphere and the
difficult financial position of many countries is increasing risk, and not only in parts
of the world one normally thinks of as unstable.”

On the Wealth Management Industry

“Wealth management is a knowledge business, but sadly run by many who are more
focused on their own interests than on the need to invest in and manage knowledge
for the benefit of their clients. A wealth owner has little choice but to get a handle on
what is relevant to their own situation, and be in a position to ask the right questions
that will lead them to the right advisors. And for the wealth manager who gets it right,
the opportunity to excel and attract clients is significant.”

“Today, around the world, there are increasing regulations that require asset
managers to provide transparency on charges to their clients, but there continue to
be many circumstances of hidden charges that asset managers, such as private banks,
impose on their clients. Is the client aware that the bank may have made arrangements
to receive ‘retrocessions’ or kick-backs from investment funds in which they may
invest the client money they have under discretionary management? Relatively recent
court decisions in Switzerland require banks to refund retrocessions they historically
received in a number of circumstances, but unsurprisingly the industry is pretty quiet
about the rights their clients may have to obtain refunds of amounts their advisors
secretly received.”

On Independent Asset Managers and Family Offices

“Interesting to observe is that the independent asset manager and single and multi-
family offices usually come into the picture when the wealth owning family gets fed
up with the poor service they get from their traditional private bank. And while the
private bank ends up being nothing more than a custodian, the independent asset
manager or family office begin to focus on negotiating even these fees on behalf of
the wealth owner, putting more pressure on the private banks.”

On Compliance as a Client Need

“Compliance is a client need. Tax and related reporting requirements are only part
of the picture, and too few banks realize that families need help to understand the
choices they have on how to structure their affairs and ensure that they know who
has what information on their family and assets and where that information is going
to go. Delegating these things to the compliance department is not enough — helping
clients deal with increasing compliance is part of the service an effective bank or trust
company needs to provide.”



To My Family
Peggy, Joshua, and Luca, With Love
and To All Families



Preface

Now retired from practicing law, 1 spent my career as an inter-
national tax and private-client lawyer, working with families, busi-
nesses, and the wealth-management industry, first in New York and
Vancouver, then in Hong Kong and Zurich. I have also worked with
governments seeking to address the global problem of undeclared
funds, and have taught widely in Asia and Europe, learning while
sharing my views on the potentially destructive nature of wealth and
the failings of the wealth-management industry, and of advisors, to
truly help the families they are meant to serve.

I began working with wealth-owning families on their succession
and other needs early in the 1980s, in Hong Kong. Having studied
law in both Canada and the USA, I had started out as a corporate
tax lawyer in New York, and then moved to Hong Kong where I
spent 12 years practicing law. The 1980s and early 1990s were inter-
esting times in Hong Kong. Pretty much the most capitalist place in
the world was soon to revert to pretty much the most communist
place in the world. China, which was a very different country in the
1980s and early 1990s than it is today, was negotiating the return
of Hong Kong by the UK. The UK had been governing Hong Kong
under treaties that, in part, were coming to an end after a term of
99 years. The handover of Hong Kong to China was ultimately agreed
between Margaret Thatcher and Deng Xiaoping and took place
in 1997.

In the run up to 1997, many of Hong Kong’s wealth-owning fam-
ilies began restructuring their businesses in view of perceived politi-
cal risks and sought second (and third and fourth) citizenships and
places of alternative residence. My work changed from being work
for companies on their tax affairs to work for the owners of compa-
nies looking more comprehensively at their situation, mixing in issues
of political risk and asset protection with tax exposures in the USA
and elsewhere particularly those associated with cross-border invest-
ment and new residences and citizenships. Many of the wealth owners

Xiii



Xiv Preface

in Hong Kong came from families who had fled China on the arrival
of the communists and who suffered the expropriation of their busi-
nesses and many other similar setbacks and challenges. They were not
about to let themselves lose everything again.

My work with families in relation to their personal and busi-
ness assets, and the protection of wealth, led to me working with the
wealth-management industry — the providers of asset-management
services, trusts, and other “tools” of wealth planning. Something I
learned early on is that the industry all too often does not meet the
comprehensive needs of the clients it serves. This led to me becoming
active in training and education within the industry, and working on
strategy for private banks and others interested in greater alignment
with the needs of their clients. But overall, I was working in a major
growth industry that was — to me — surprisingly chaotic (and often
unethical) in its management and delivery of services.

In the mid-1990s, I moved to Switzerland, where I spent 15 years
working with private banks, trust and insurance companies, and the
global families that use their services. With young children, we were
looking for a clean place to live in light of the growing pollution in
Hong Kong. A partner of an international law firm, I had the oppor-
tunity to look at a map and broadly choose where I wanted to spend
the next years of my career. We arrived in Zurich, and found the clean
place we were looking for — air that was broadly unpolluted, a lake
that could be swum in, and a population surprisingly obsessed with
cleanliness. One of our many challenges in adapting to Switzerland
related to the complexities of throwing out garbage, navigating a sys-
tem that combined charges for unsorted waste and the encouragement
of free recycling.

But while Zurich and Switzerland were certainly clean places,
this was pretty much only from the point of view of the environ-
ment. While I was not naive when arriving in Switzerland, I was still
shocked at the unclean nature of the Swiss financial center and, in
particular, its wealth-management industry. Now forced to change,
the Swiss were, to me, clearly abusing their role as global champi-
ons of privacy, ignoring the real needs of their clients, which in my
view include ensuring that families “play by the rules” of their home
countries of residence and investment — including the tax rules of
those countries. While tax evasion is a global problem, and the role
of the wealth-management industry in facilitating tax evasion is and
was by no means limited to Switzerland, I believe that Switzerland,
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as the dominant player in the wealth-management industry, had the
opportunity to take leadership in addressing the issue. Instead,
Switzerland and many other offshore banking centers misled their
clients into believing that secrecy could be the solution to all
problems.

Today, things are changing. Not only in Switzerland, where tax
compliance and transparency are at the top of the agenda in the
wealth-management industry, but around the world. Data leaks, most
recently in Panama, have contributed to change, but the shift from an
opaque world to one that is increasingly transparent will take time,
and the road for many wealth owners will be a rocky one. Switzer-
land failed to take the global lead it could have on the issues of unde-
clared money, and today there remain, surprisingly, financial centers
that continue to mislead families into thinking that hiding money is
good financial planning. The USA is a particularly egregious offender,
particularly given the way it has sought to protect its own tax rev-
enues through aggressive attacks on Switzerland and others, while
preserving the ability of its banks and corporate service providers to
market secrecy over substance.

To compound these problems, in my experience, too many fami-
lies have failed to understand their own planning needs and the con-
flicts of interest their advisors and banks have. Many of the fami-
lies I have come across have neglected to focus on the critical issue
of succession — in part due to an obsession with secrecy and an
over-emphasis on tax exposures. Tax enforcement is a new reality,
with many developments that are quickly changing the ways of the
past. Notwithstanding these changes, I continue to have a real con-
cern that families do not put enough emphasis on the key ques-
tion or issue that they need to address — will wealth destroy their
family?

In the 1980s a common line of thinking among my clients and
friends was that things were different for Chinese families. I was told
that I did not understand that the Chinese were close and loving fam-
ilies, where succession would never be something that would have
a detrimental impact on family and relationships. This was in direct
contrast to litigious Westerners lacking the respect for the older gen-
eration that the Chinese were innately meant to have. I later ran
across Latin American families professing similar beliefs, this time on
a theme of love and devotion (and music) that made them different.
The sad reality, proven over and over by the many disastrous fights
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among Asian, Latin American, Middle Eastern, and other families of
late, is that all families are the same — the children, holding hands,
arrive at their parents’ home for dinners and lunches, and after the
passing of their parents all too often end up enriching the lawyers
who are all too often happy to fuel the flames in disputes over murky
succession arrangements left by the older generation.

There is no question that religious and cultural issues impact how
families work as well as the succession process itself. But no family
is immune to the dangers that wealth can generate, or the relatively
new issues associated with all of us living longer and the succession
changes that result because of changes in the demographic patterns.
If Mom or Dad lives to 105, does that mean that I inherit when I
am 80? And what of the growing incidence of dementia and all the
problems that come with it?

Are these only problems of the “wealthy?” For me, the answer is
no — all wealth owners, meaning anyone who owns anything of value
that may pass to the next generation or to others, have the poten-
tial to destroy their families through a poorly planned or ambiguous
succession process. In fact, families who have relatively little in the
way of assets have a particular responsibility to ensure that what they
have and hope to use to enhance the lives of the next generation does
not end up in the wrong hands or result in the destruction of family
relationships.

Who really is wealthy is, in any case, a very subjective thing —
what is a fortune to one person may be a pittance to another. And
there is a sad reality that human nature seems to make people think
they always need more than they have to really be “rich.” In the end,
we do need money to survive, but how much is ever enough? Does
wealth really create happiness? Or does it too often result in deep
unhappiness and regret?

Perhaps the comedian Spike Milligan was right in saying money
can’t buy you happiness... but it does bring you a more pleasant form
of misery. I actually think that he was too optimistic.
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