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¥ ' FOR SERGE DE GANAY, THE SIXTH GENERATION
£ k\ DESCENDANT OF OTTO BEMBERG AND CHAIRMAN OF
b QUILVEST WEALTH MANAGEMENT, THE CONCEPT OF

WEALTH PRESERVATIONIS INGRAINED IN HIS GENE

By GENEVIEVE Cua

' EALTH preservation and diversification sound
; like mundane buzzwords that are routinely in-

e & cluded in advice for wealthy individuals.
; But for Serge de Ganay, sixth generation
/ descendant of Otto Bemberg, who founded a
! f* brewery in Argentina in 1890, the admonition to
3 preserve wealth and leEISlfY has currency and

pathos.

In 1952, the Bemberg famﬂy’s vast fortune — valued at about US$3 billion in today’s
money—was wiped out in one swoop when family assets were seized by the Juan Peron
government. The cause, as described by Forbes magazine in a 1994 article, was that the
¥ family snubbed Evita Peron, refusing to lether stayin their Paris mansion. It was a slight

v that Bvita reportedly would not let Juan forget.
3 Says Mr de Ganay: “We went through a major political crisis which was Peron. It was
very dramatic. Everything related to racism or fascism was not our cup of tea. We had
been fighting and hence, had almost all our wealth destroyed. So we're very fariliar
with political and geographlcalnsk. And so we think we have in our gene, the concept of
wealth preservation.”

The properties then included breweries, a large bank, textile mills and more. The
assets were later restored in the late 1950s, but not completely, he says.

Since then the family has diversified with a vengeance. Its core beer business in
Argentina, called Quilmes Industrial, is listed on the Luxembourg stock exchange. It
also set up a wealth management business, Quilvest, which was originally established
in Paris in 1917 as a single family office to manage the family’s wealth. Today Quilvest
manages over US$25 billion in assets. These comprise Quilvest Wealth Management
which offers a multi-family office service looking after some US$20 billion in assets;
and Quilvest Private Equity, which manages an estimated US$5 billion.

Quilvest Wealth Management has a presence in Singapore, through CBP Quilvest
Singapore, set up in 2010. The latter is headed by Luke Peng, a veteran of over 20 years
in trust and legal advisory, having set up SG Trust (Asia) in 2000. CBP Quilvest Singapore

Vvisory services.

To date, Asian families count among Quilvest Wealth Management’s ultra wealthy
clients, Based on a profile by Camden FB publication, the firm has around 4,000 cli-
ents, of whom about 100 use it as a one-stop family adviser.

Wealth preservation is a key theme and this is deliberate. Says Mr de Ganay:
“This part of the world has created so much wealth so quicldy. Maybe they know

everything about creating wealth. But on wealth preservation, they may still
need resources.”

The firm recently hosted 20 of the world's ultra wealthy families here to
discuss wealth preservation, “and they’re very interested”.- Mr de Ganay,
chairman of the board of Quilvest Wealth Management, is himself inti-
mately familiar with the challenges to family wealth and has authored
articles and studies relating to family-owned businesses.

After all, keeping wealth intact through generations is a chal-
lenge that extends well beyond investment asset allocation.
The latter may well be the easy part. Family dynamics
are germane to the issue, as are governance and suc-
cession. These are issues that wealthy Asian fami-
lies grapple with, particularly those whose busi-
nesses are the engines of wealth.
Mr de Ganay says that the biggest destroyer
of family wealth is family in-fighting. He believes
family unity is linked to the performance of the
family business, where if the business dete-
riorates, unity becomes “very difficult”. “If you
want unity, focus first of all on the perform-
ance of the company.”
The dividend policy is also key, perhaps
even more so for private unlisted businesses
which are typically illiquid in terms of a quoted

offers multi-family office services including wealth structuring, trust and investment ad- -

e

price. “Be very sharp, precise and consistent on the dividend policy... If you have non-
liquid assets as a shareholder, you have to be compensated and that's done through the
dividend. If I'm a shareholder of a business with a 10 per cent holding, I'm not in the
driver’s seat. I'm hands off. If they give me a good dividend I'll stick with the company, so
the dividend policy is critical.” '

If the family is to remain united through generations, there are at least three key is-
sues that must be addressed.

The first, he says, is a paradox. In a family business, family members must have a way
to exit the business. This is an option that Asian patriarchs —in particular, first or second
generation wealth builders — may find hard to swallow.

“One key concept is that you must organise freedom in a family, You must organise
an exit. As soon as you put the exit system in place normally ng one uses it. But as long
as it's not there, everyone asks for the option of getting out.

“Let’s take the case of Quilmes. We have a system that every year, up to 5 per cent of
the company can be sold by anyone who wants to sell his shares, and bought back by
the company; The value of the shares is at a discount of 10 per cent. We're not going to
doa premiu.m for you to sell your shares. But there is a way out. The concept of an exit
is major.”

The second issue is the decision for the farmly to be hands-on or off with regard to
the business. The Bemberg family; currently in their seventh generation, has decided to
take on non-executive roles in their business.

“In the hands-on approach, members of the family are executives and run the busi-
ness. It's good because there is strong identification between the shareholders and the

business. The bad news is if someone is a bad manager, you may have to fire your son, ,

brother or nephew. You know it will be bloody... The governance must be very strict. For
us at Quilvest, we (the family) decided to be hands-off. I'm chairman of the board, but
not executive. I joined the company after I've had a professional career. The question
must be dealt wii

Educational process

The third issue is how to educate the younger generation with respect to the business
and the family’s role. “In this world you have to be transparent which is very difficult.
Do you want akid of 18 to know the value of the company or the fortune of his parents
which is half a billion (dollars)? You have to think about the educational process, that
the family enterprise involves not just money, but also responsibility and accountabil-
ity... Be careful with the young; get them into the loop as soon as you can.”

In his family, a meeting with the younger generation between 18 and 30 years of age
is held every 18 months. “We meet with the young people and the management comes
to explain. We want them to be informed, to share and understand the values of the
company, and to talk about thie governance of the company.”

Mr de Ganay observes that Asian families are much more concerned about succes-
sion than about family governance. This is a key difference from European families. The
second topmost concern among Asians is geographical risk. “If I go speak with a Euro-
pean family; right away we talk about governance — how should the family be organised.
Of course they have succession issues, but it’s not on top of the list. But with Asian fami-
lies, right away it's succession... What if my children get involved, or my wife. Succession
is also a first-geheration decision.”

Governance may take the path of putting together a board comprising family mem-
bers, butalso to the extent of including external parties such as an academic to act as ad-
viser. The board can tackle key issues such as succession and other risks such as political
or geographical risks. Many of the concerns can be addressed through trust structures.
“The patriarch is a very good entrepreneur, running the business, very successful and
suddenly he has to plan and think in another way... So you start from scratch. The one
that succeeds in doing it is the one whose wealth will be there for three generations.”

There are those who may find transparency an uphill climb. Mr de Ganay says that
there are typically two paths. One is that of the 19th century “noble house” which is
autocratic. The second is to pursue modern governance.

“The noble house model might work, but the world is changing. When I discuss this
with friends, guys under 40 say — we can't run things that way through an autocratic,
black box style. For a new generation to step in, if there is no solid governance, the family
puts itself at risk.”
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