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Five family office executives discuss 
the evolution of their segment in Asia. 
Common themes are the growing need for 
corporate finance expertise and the rise of 
peer networks for co-investing.

Developing 
family office 
version 2.0

Q Please introduce yourself and 
your family office – when and  

why it was set up? 

AMelvyn Yeo: Thirdrock started 
about three years ago – with the 

support of two billionaire-dollar 
families in the region. The firm is run 
by two partners – Jason Lai and I – 
and was set up as a multi-family office 
[MFO] servicing these two clients. We 
now manage assets for more than 10 
families. 

We started out managing public-
market portfolios, and are now investing 
into a corporate finance boutique 
and have hired a couple of ex-MAS 
[Monetary Authority of Singapore] 
portfolio managers to run an FX-
focused hedge fund strategy. This is to 
build out our capabilities to expand the 
financial services that we offer on our 
platform.

William Chan: We’re into our 13th 
anniversary and have quite a similar 
setup to Melvyn’s. We began as a 
single-family office [SFO] for my family 
and started to bring other families on 
board two or three years later. By and 
large we invest in public markets, plus a 
large pool of real estate. We have been 
moving a bit more aggressively on the 

Asset
Owners



February 2014 AsianInvestor 13www.asianinvestor.net

expansion plans, it’s good to have all 
your issues being looked after on the 
back end. By the end of Q1 we will be in 
the high teens in terms of headcount.

Tan: It’s about the same for us. We used 
to have more heavyweights but now we 
engage more middle/back-office support 
staff, but we’re trying to change the 
strategy. Probably next year we will be 
looking at something more aggressive in 
terms of recruiting senior management.

 
Diggle: We’re about the same actually: 
two-thirds investment staff, one-
third support/legal/compliance. We 
do quite a number of diverse things, 
and that tends to increase the number 
of investment professionals we need, 
because there’s very little crossover 
between certain areas of expertise. Our 
farming guy has very little to say on our 
biotechnology investments, for example. 
Running real assets requires more 
people.

Q What kind of services are your 
clients seeking these days? Are 

they becoming more demanding?

AYeo: The market’s evolved 
dramatically over the past 10 years, 

and while the private banking model 
has its merits, clients are looking for 
far more services than just a banking 
relationship. And the higher you go 
up the net-worth scale, they more they 
want a higher-touch approach. 

The private bank model, as we all 
know, is more concentrated on the 
products and services that the bank 
itself offers. The independent approach 
that more clients are advocating allows 
for a more open sourcing of products 
and services to meet clients investment 
objectives.

However, even that is not going 
to suffice going forward. There 
are the softer but no less important 
issues of succession planning and 
institutionalisation of family businesses, 
for example. And there are also the 
private investment opportunities that 
bring a sparkle to any entrepreneur or 
business owner’s eyes when they are 
talking about deals. 

Being able to cater to those diverse 
needs is critical now in FO version 2.0.

Diggle: Yes – they want more intimate 
relationships that cover more than just 
managing money or financial services 
for the liquid portion of their capital. 

Yeo: That’s commoditised; anyone can 
do it. 

‘we want you guys to be independent 
from the banks’. 

The revenues we had were more 
transactional at the start. We knew 
we needed to increase our recurring 
fee-based revenues and to provide other 
financial services in order to have a 
better diversification of our revenue 
stream to be more viable in the long 
term.

Hence our foray into buying a stake in 
the corporate finance boutique, ISSEA 
Advisory, and looking to create an 
institutionalised asset management arm. 

We also hired a couple of private 
bankers from Morgan Stanley’s private 
wealth division in Singapore last year to 
help increase AUM and achieve scale.

Ong: Just to clarify, our vision even 
back then was always to be much 
broader-based. 

Q How big is the investment 
function at each of your 

organisations, and is that changing? 

AYeo: We anticipate to be close to 20 
people after investing into ISSEA 

Advisory, and about two-thirds of staff 
headcount is in the investment and 
front-office functions.

Chan: For us it’s about 60% front office 
and 40% middle office. As a part of the 
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corporate finance side in the last couple 
of years. 

Michael Tan: CS Partners was set up 
eight years ago as a multi-family office 
by Sylvia Lee and Eng Chiet-Shoong.

Steve Diggle: I’m the founder of Vulpes 
Investment Management. I started out 
as a hedge fund manager – I owned 50% 
of a hedge fund group called Artradis. 
The crisis effectively invalidated our 
business model, because we had focused 
on buying cheap insurance products, 
cheap credit protection, cheap volatility 
– and that didn’t exist after 2009. 

I then bought out my partners, 
renamed it Vulpes as an SFO platform 
that owns an investment manager. The 
FO, Hrothgar, does its investment 
through that platform. We have a 
level of co-investment in just about 
everything we do, but we are the 
dominant investor in all of our assets. 

Ong Iu-Jin: I don’t have an operational 
team right now. I started an MFO in 
2008, which I sold to my Swiss partners 
last year. This year has been a re-
strategising, rebuilding year. 

I’m coming back into the business 
full-time, but I’m looking at it with 
a clean sheet of paper and with new 
partners I’m talking to. When we 
launch next year, we will be far less 
focused on public markets and asset 
allocation and more on private equity 
and corporate finance. 

Q Can we get a bit more colour on 
your FO’s approach and setup?

AOng: Before setting up an FO, I was 
a private banker managing regional 

family money, but 2008 was the catalyst 
for moving out of that space, as it wasn’t 
the best vehicle for running money for 
high-net-worth or ultra-high-net-worth 
families. My start-up was a derivative 
of a private bank relationship with my 
family’s own money invested. 

That was the model we propagated, 
where we had a pool of capital, and 
it was a simple model – we acquired 
relationship managers with assets under 
management. It’s a viable business 
model, but the revenue stream was 
not as stable as we’d have liked. We’ll 
probably do things slightly differently 
with version 2.0.

Yeo: We started in a similar way. My 
partner was a career private banker, and 
I spent the first three years of my career 
in asset management then moved over to 
derivatives. Clients came to us and said 
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Diggle: And Asian family businesses 
are themselves growing in complexity. 
That post-war generation thing of 
focusing on one business in one country 
has largely gone. Successful family 
businesses are very often multi-country, 
multi-jurisdictional and multi-sector, 
and that raises the level of complexity. 

Plus we are at the point where that 
post-war wealth-creating generation 
is ready to pass on the reins, so the 
succession issue is ubiquitous. 

The CIO of Ontario Teachers’ 
Pension Plan recently told me that 
Asian families are now more willing 
to discuss selling all or part of their 
businesses than they were in the 
past. 

Diggle: That’s definitely the case. The 
reason a lot of FOs have been created is 
that people have realised that the best 
way of getting advice is to have more 
peer-to-peer relationships. Family 
principals prefer events where they can 
share things openly and not end up with 
40 pitches. Someone at a non-public 
forum might say ‘here are three reasons 
why you shouldn’t do that, because we 

tried that and it went wrong’. Whereas 
noone would admit to a failure publicly.

Debbie Chien: Yes, family offices used 
to be quite private and didn’t want to 
share information much. But as they 
get bigger and more global and want 
to move into areas they’re not familiar 
with, the best course is [to speak to] 
another FO or another business that has 
done exactly the same thing.  

Q I’d like to talk more about co-
investing and how you do it, but 

first can I ask about the geographic 
spread of your clients?

AYeo: We have more than 10 families 
from across Indonesia, Singapore 

and Hong Kong. We are also looking 
to set up a Hong Kong office in future 
to ride on private wealth growth in the 
North Asian countries.

Chan: My four family clients are from 
Indonesia, Malaysia, Singapore and 
Thailand. We are at an advanced stage 
of setting up a Hong Kong satellite 
office to cater to Chinese and Taiwanese 
clients. 

Tan: We service two to five families at 
one time, and have four at the moment. 

CS Partners started with a marriage of 
two different groups – Sylvia’s specialises 
in private banking, while Eng’s is 
more private equity. Our investors are 
mostly Asia-based, but the spread of 
investments is global. 

Eng was stationed in Europe for 
many years, so he brings some of 
these European contacts to business 
opportunities in Singapore, while Sylvia 
is more focused on Asian relationships. 

Ong: My partners and I deal with 
Singapore, Indonesia, Hong Kong and 
Africa. There’s definitely potential 
in Europe as well. It’s an issue of 
connecting pools of capital in Asia, 
Europe and the US. We are starting to 
build bridges with US family offices on 
an informal basis. 

Yeo: I have spent a couple of weeks in 
the US in the past 12 months to build 
relationships with family offices there. 
We have informal networks of personal 
relationships that help both parties gain 
access to and also co-invest in cross-
border deals together.

‘�It’s�easier�to�deal�with�
private�banks�for�custody�and�
operations�than�to�set�up�our�
own�middle�and�back-office’

Melvyn Yeo, Thirdrock Capital
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A few weeks ago we hosted members 
of a US family office in Singapore and 
arranged for CEOs of the companies we 
invested in to make presentations. It was 
well received.

Diggle: There’s definitely a trend for 
FOs in Europe and the US to set up out 
here. I can see that trend happening 
more.

Q Let’s discuss which functions you 
are most likely to outsource. 

ADiggle: Pretty much the only 
thing we outsource is legal – non-

jurisdictional legal. 

Yeo: Also insurance and trusts. On 
investments, we outsource to a couple of 
managers that run specific strategies and 
exposures where it will not be easy for us 
to gain access or that we don’t have the 
expertise to manage. 

Diggle: Of course, as an investment 
manager we have to have independent 
custodians and administrators – and 
auditors of course. 

The one thing that family offices do 
not want to outsource is core investment 
decisions. That’s very much a trend – 
even if they want to co-invest or consort 
with someone else, they want to make 
the final decisions themselves.

Yeo: Our families have been reducing 
the amounts they invest into private 
equity or venture capital funds, because 
they don’t have a say in blind pools. 
So we are  looking to do more direct 
investments now. 

Diggle: Yes, blind pools have become a 
real bête noire.

We’ve been making a significant 
investment into German real estate over 
the past few years, and one thing we 
noticed unequivocally was that when we 
were saying ‘we’ve identified this area 
and will be putting money in – are you 
interested?’, everyone said no. 

But once you’ve identified an asset 
you’re going to buy, they want to have a 
look at it.

In the past, if people felt you had 
a good investment logic and some 
expertise and a smart idea, they might 
well give you some money in the 
expectation you would do the right 
thing. They have much less expectation 
you will do the right thing now. They 
want to feel they have some control. 

Q Which kind of assets are you 
looking at these days? Are your 

William Chan Moving more into corporate finance activities

Ong Iu-Jin Building relationships with US family offices

asset allocations changing given the 
current market environment?

ATan: It depends on the investors’ 
choice. But there’s a singular shift 

towards property in the past few years. 
And some hybrid-type investments, such 
as mezzanine capital. We try various 

things, depending on what the investor 
wants and their tolerance level. We’ve 
become very flexible in that sense.  One 
thing is that younger clients tend to 
be more astute in investments, so they 
want a wider range of products and 
recommendations, compared with the 
older ones. 



16 AsianInvestor February 2014 www.asianinvestor.net

Asset
Owners

Chan: In the last two to three years 
there have been zero requests for 
products per se; off-the-shelf bank 
products. It’s been more about requests 
around financing, for example. A family 
might have a suite of properties in one 
area; do they sell it, do they do a Reit 
[real estate investment trust]? 

We’re moving quite a lot in the 
corporate finance direction. The 
pressing needs of Asian families are now 
transitional. A lot of the patriarchs are 
60 to 70ish – second generation at best, 
never third or fourth. The idea is to 
put the house in order. So they want to 
know do they realise the assets, do they 
keep them and, if so, which structures 
should they use? 

Then obviously there have been 
acquisitions. A family in one area 
might want to move into something 
more interesting; they then try to look 
for opportunities, mostly via direct 
investments. 

We’ve mainly seen requests like these 
in the past two years. 

Q Melvyn, what kind of investment 
demand are you seeing?

AYeo: Pretty similar things. But our 
clients have actually been reducing 

real estate exposure especially to Asian 
assets. But they’ve more interest to 
invest into assets in other regions – 
making a geographical re-allocation 
of property. For example, our clients 
have invested in New York projects and 
buildings in London.

Diggle: Is that value-driven, or 
diversification-driven?

Yeo: Value-driven mainly, but a bit of 
diversification as well. Our clients will 
still hold some Asian real estate assets, 
but we just can’t see further significant 
upside where prices are now unless you 
have a longer holding period.

Q Iu-Jin, have you been working 
on any deals or just on setting up 

the new venture?

AOng: I’ve spent pretty much 
80% of my bandwidth this year 

working on one transaction. It’s a fairly 
sizeable private equity deal – an Asian 
distribution business. 

The bigger picture is that there’s tons 
of capital looking to Asia, but there’s a 
tremendous shortage of appropriately 
valued transactions – expectations are 
out of whack for most deals. It’s hard to 
find a great deal for the right price. 

Yeo: You’re talking about more mature 
assets I think – and to some extent 
I agree. But we’ve moved down the 
curve, so we’re looking at more early-
stage investments. 

Our clients don’t really dabble in 
angel financing, but post-angel, pre-
VC, they’ve done a couple of deals in 
that space. And when they do that, they 
tend to take board seats and we tend to 
help them craft some kind of corporate 
strategy around it. 

QHow activist would you guys 
tend to be? 

ADiggle: It’s a core part of what we 
do. From a defensive point of view, 

by using a board seat you can protect 
your investment better from crass or 
bad decisions, poor alignment or bad 
governance. 

We see this – and I hope the 
companies  we invest in would like to 
see it as well – as a helpful influence, as 
well as just simply guarding our assets. 

For us, corporate governance has 
been a major problem in lots of places, 
and not just in Asia – in Australia, 
Europe and the US, there’s some 
terribly bad governance. So we’ve got 
seats on boards, and not just at early-
stage companies, but listed companies 
as well.

Tan: The whole thing right now in 
Asia is monetisation. You might have 
a patriarch who says ‘my son has been 
running a new business for six years 
and he is looking at doing something 
else’. We might help them to do a 
listing or an RTO [reverse takeover]– 
those are things we’re talking about 
on a regular basis now. So it’s very 
important for CS Partners to preserve 
that control or influence, whether it’s 
a private company or a listed entity. 
Sometimes we also help clients to 
appoint independent directors to sit on 
their board.

Yeo: But it’s not so much about running 
the company on a day-to-day basis – it’s 
more strategic. It’s using the network of 

‘�Blind�pools�have�
become�a�real��
bête�noire’
Stephen�Diggle,�
Vulpes�Investment�
Management
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contacts we have to help the business. 

Diggle: And the culture – particularly 
for a young company. For example, in 
two of our investee companies, where 
staff represent the principal costs, 
our director chairs the compensation 
committee. 

Having spent 15 years in investment 
banking, I am familiar with the way a 
compensation culture can develop that 
is not ultimately to the benefit of the 
shareholders.

Q Let’s talk about how you use 
private banks and whether how 

you use them is changing.

AYeo: We work with private banks 
– for custody of assets, and for 

products and services and research. 
It’s easier to deal with private banks 

for custody and operations than to set 
up our own middle and back office. 
Most of our clients’ assets are custodied 
with three to five private banks 
primarily. 

With regard to products and services, 
we don’t just deal with the private bank’s 
investment advisory desks, but also  
with the traders and product specialists 
on the IB side. As a result, we deal 
with a larger number of financial 
intermediaries, not just banks, to source 
products and services.

Chan: We have a broader range [than 
ThirdRock]. Banks are still an excellent 
execution platform for trades. But 
again we would go direct to traders or 
investment bankers rather than have the 
private bank trying to tell us what to do.

Tan: We use five or six private banks for 
the different services they specialise in.

Diggle: Of course, banks themselves 
have shrunk and offer fewer services, so 
you have to shop around. The idea that 
each firm does everything is no longer 
true. 

Ong: There’s definitely a huge spread 
in the quality of service coming from 
different private banks. It often comes 
down to the quality of the relationship 
manager base, on who you’re dealing 
with if the relationship manager is no 
longer there or is on leave.

Chan: Yes, and you need to be 
cognisant of who can do what. Some 
people can do certain types of loan; now 
perhaps they can’t because they’ve got 
no credit, so you’ve got to start looking 
around. n

‘�The�whole�
thing�right�
now�in�Asia�is�
monetisation’
Michael�Tan,��
CS�Partners

Debbie Chien Family offices are hungrier for information these days


