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Definitions

UHNWI
Ultra-high-net-worth individual - someone with a net worth
of over US$30 million excluding their primary residence

HNWI
High-net-worth individual - someone with a net worth of
over US$1 million excluding their primary residence

PRIME PROPERTY

The most desirable and most expensive property in a given
location, generally defined as the top 5% of each market

by value. Prime markets often have a significant international
bias in terms of buyer profile

Data sources

Numbers from Knight Frank’s proprietary research and from carefully
selected third parties lie at the heart of The Wealth Report's findings.

Some of the report’s key sources are detailed below.

PROPRIETARY RESEARCH

The PIRI 100 Now in its 12th year, the Knight Frank Prime
International Residential Index (PIRI 100) tracks the movement

in luxury prices across the world'’s top residential markets.

The Index, compiled using data produced by our research teams
around the world, covers major financial centres, gateway cities
and second home hotspots - both coastal and rural - as well

as leading luxury ski resorts.

The Attitudes Survey The 2019 instalment of this unique survey
is based on responses provided during October and November
2018 by 600 private bankers and wealth advisers who between
them manage over US$3 trillion of wealth for UHNWI clients.
Special thanks to Alfa Bank, ANZ Bank Australia, ANZ Bank
New Zealand, Barclays, Cathay United Bank, Citi Private Bank,
CTBC (Philippines) Corporation, ICEA LION Asset Management,
Macquarie Private Bank, Maybank Philippines, Nedbank Private
Wealth, NIC Group, RBC Wealth Management, Sumitomo Mitsui
Trust Bank Ltd, TrustPlutus Wealth Managers (India) and

UOB Private Bank for their participation.

THIRD PARTY DATA

GlobalData Wealthinsight Provider of this year's high-net-worth
wealth distribution data, GlobalData Wealthinsight delivers high
quality intelligence on global HNWIs and UHNWIs. Delivering a
suite of research products and bespoke services, it is an intuitive
and vital resource for those working and hoping to work with
wealthy individuals and their families, including wealth managers,
not-for-profit organisations, schools and universities, casinos,
estate agencies, investment professionals and luxury brands.

info@wealthinsight.com

Superyacht Intelligence With the industry’s largest in-house
team of researchers and analysts, working alongside the most
respected market commentators, the Superyacht Intelligence
Agency is the most respected source of market analysis, insight
and consultancy focused solely on this specialist sector.

consultancy@superyachtintelligence.com

WINGX Founded in 2011, WINGX Advance provides business
intelligence for the global private jet market spanning the entire
supply chain, from airports, operators and manufacturers to industry

investors and financial analysts. office@wingx-advance.com

Welcome to The Wealth Report
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redicting what the next 12 months have in store for our clients and customers
has proved to be an interesting process. The multitude of global, political and
economic issues addressed on this page a year ago, continue unresolved and
have become increasingly more complex.

Nevertheless, we remain optimistic about the year ahead. While there may be challenges,
there will also be considerable opportunities as markets shift. In this year’s edition of The
Wealth Report we highlight residential and commercial markets across the world that
offer opportunities and options for those looking to invest in property.

With ongoing political turmoil in many parts of the world, private individuals and
corporations are increasingly taking the reins in delivering a whole range of public goods.
In this edition we are very proud that we have been able to persuade some of the world’s
leading conservationists, including Dr. Lisbet Rausing, Kristine Tompkins, Jochen Zeitz,
Caroline Rupert and Sir Richard Branson, to talk to us about how they have been using their
wealth and property to protect the environment. Their work is fascinating and inspiring.

Our annual update on the glamorous world of investments of passion also offers an
intriguing glimpse of what is happening outside the world of real estate.

As our client base of UHNWIs and family offices continues to grow, our focus on
impeccable service becomes even greater as we aim to provide market-leading advice and
insight fueled by our customer-centric approach. Being wholly-owned and agile allows us
to put our clients first, particularly in challenging times when they need us most.

We hope you enjoy this edition of The Wealth Report. As always, Douglas Elliman and
our highly skilled and dedicated agents are keen to support and guide you.

HOWARD M. LORBER
CHAIRMAN

DOTTIE HERMAN
CHIEF EXECUTIVE OFFICER

THE WEALTH REPORT
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SUSAN DE FRANCA
PRESIDENT AND CHIEF EXECUTIVE OFFICER
DE DEVELOPMENT MARKETING
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EXECUTIVE SUMMARY

AT A GLANCE

Liam Bailey, Knight Frank’s Global Head of Research, provides a whistle-stop
tour of the key findings from the 2019 edition of The Wealth Report,
and predicts the shape of the year ahead

tis a privilege to work on The Wealth Report. Each year, I sit down with
the editor, Andrew Shirley, six months before publication, to plan the
content. The objective is simple — to explain how private wealth is
shaping property markets globally.

Butinorder to achieve a more rounded picture, we also take an in-depth look
atthe things that interest and influence our clients, from art to whisky and fine
wine, to private jets, superyachts and classic cars. I hope you enjoy the ride.

Despite adarkening economic outlook, wealth

creation will remain a constant in 2019. O O

( )

The global UHNWI population is forecast to

O
Q

Q
O

rise by 22% over the next five years, meaning
an extra43,000 people will be worth more
than US$30 million by 2023.

3
Existing UHNWTIs expect their
wealth to increase over the next

12 months, with confidence
most marked in the US where

2 Asia’s strong economic performance
(it hosts eight of the top ten countries
with the fastest growing UHNWI popu-
lations) means 2019 will be the year the
number of US$ millionaires globally exceeds
20 million for the first time. India will lead
five-year growth with 39%, followed by
the Philippines (38%) and China (35%).

Image: John Wright

9 Aswealth moves more rapidly around the world,

investors will become increasingly active in their
investment strategies. Rising interest rates
and the end of quantitative easing mean we are
reaching the end of the “everything bubble”.
In the past decade it was enough to buy classic
cars, art or property and the generosity of central
banks would help deliver super-charged returns.
As this process unwinds property investors will
become increasingly focused on income, asset
management and development opportunities.

The desire for mobility means wealth
exporting nations will begin to watch
their currency and foreign reserves
increasingly closely. Recent capital
controls in China will remain in
place, while in India a two-year 144%
increase in outbound remittances
will create risks of additional controls
—-but the strength of economic growth
will delay action in 2019 at least.

As some governments race to attract
wealth, a backlash will grow with
the OECD and the EU, among others,
placing more countries under the
microscope as efforts to combat tax
evasion and avoidance increase.

I' ~
~

The Wealth Report

10 Investorsin 2019 will increase their exposure
to education facilities, student housing
and “last mile” logistics property, as well as
targeting office investment in key tech and
innovation markets.

Expect slower price growth in key luxury
residential markets, with more markets seeing
values fall this year. As values adjust, buyers
will feel the balance of power shift in their
favour. The search for deals will combine
with currency movements to propel more

5,

purchasers into 2018’s “most unfashionable

market” - London.

\/ 11 Beyond property, interest in the world of
M collectables will continue to expand into new
N areas. Expect a boom in investment in one

drinkin particular. A 580% rise over the past

decade in Knight Frank’s Rare Whisky 100
Index, new direct flights between Edinburgh
and Beijing, 40% annual growth in sales
of Scotch to India and China, and a new
record sale price of £1.2 million for a single
bottle should have Scotland’s distillers
raising a dram or two.

80% expect to be better off. 6 Hoopsornot, the wealthy will continue

Hard Brexit, no Brexit, Brexit-lite:
whatever the outcome, London
will remain the leading global
wealth centre in 2019. With the
world’slargest UHNWI population,

the city sweeps the board in our

annual City Wealth Index, pushing
its only serious rival, New York,
into second place.

4 | ELLIMAN.COM

4 5 As wealth increases, 2019 will see governments

settle into two camps: the first will try to attract
more of it; the second will seek to push it away.

In the former camp sits Italy, where a new “non-
dom” regime will kick fully into gear this year,
resulting in a growing band of wealthy migrants
enjoying la dolce vita in return for a fixed tax
payment of €100,000 on their global income.

Conversely, Singapore, Australia, New Zealand,
Canada, the UK and others will make wealthy
non-residents jump through ever larger hoops
to access their property markets.

to demand access to global markets,
especially asemerging economies see
growth rates slow and the search for
diversification grows. A record 26%
of global UHNWIs will begin to plan
for emigration this year, and to help
them a record number of countries
will offer citizenship and residency
through investment schemes, with
Moldova and Montenegro the latest
to offer themselves as wealth havens.

12

2019 will be the year when theorising
over the potential impact of blockchain
gives way to an appreciation of what it can
achieve: helping to prove the authenticity
of the US$2 trillion of luxury goods sold
annually; confirming the ownership of art;
enabling fractional ownership of some of
the world’s most desirable collectibles; oh,
and facilitating the creation of US$170,000
digital cats (yes, really).

5
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BUSINESS WITH A CONSCIENCE

6

I'T°S TIME IFOR

PLANB

Jochen Zeitz, one of the world’s most successful and influential businessmen, talks
exclusively to The Wealth Report about his most ambitious challenge to date and
why business has a crucial role to play in saving the planet

Words: Andrew Shirley,
Editor, The Wealth Report

hen Jochen Zeitz was appointed CEO

of Puma in 1993, the German sports-

wear manufacturer was going no-

where. Within 13 years he’d boosted
the company’s share price by 4,000%, propelled Puma
into third place in its sector behind global behemoths
Nike and Adidas, and overseen the sale of a majority stake
in the business to the Gucci-owning luxury goods giant
PPR, now known as Kering.

It was an impressive performance, particularly for
somebody aged just 30 at the time, and with no previous
track record of running a global business. But persuading
customers to splash out on snazzy training shoes has,
arguably, been the least of Mr Zeitz’s achievements.

My journey to find out what drives him has taken me
across continents, from the cramped basement of a trendy
west London music venue — more on that later - to the
iconic Victoria & Alfred waterfront district of Cape Town
in South Africa, before I eventually get to chat extensively
with the man himself on a damp, blustery night in one
of London’s leafiest neighbourhoods.

Other interviewers have referred to Mr Zeitz’s athletic
marathon-runner’s physique or his penchant for sharp

ELLIMAN.COM

black suits and crisp white shirts (always worn without
a tie), but when I walk out of the wintry weather into a
cosy pub in Richmond it’s a slightly soggy, windswept
man with a small dog by his feet who beckons me over
with a friendly wave to join him at a table in the corner.

I apologise for dragging him out on such a miserable
evening, especially as he’s just back from an extended
honeymoon in Africa with his wife, the film producer
Kate Garwood, and their two young children, but he says
it’s no problem. “I like being outside and Foxy [a dog of
indeterminate parentage that the family rescued from
‘death row’ in Los Angeles] needed a walk.”

Broad horizons
This love of the great outdoors, nurtured, he says,
during a childhood spent in the German countryside
helps to explain why he chose Richmond, with its great
expanse of ancient parkland, when setting up home
in London three years ago. “I'm not really a city centre
kind of guy,” he says.

In fact, it also explains a lot about Mr Zeitz and his
intertwined passions and beliefs - including his deep
love of Africa and his even deeper commitment to the

Image: Mia Collis

environment. Africa has been arecurring theme through-

out hislife. During his revival of Puma, the brand spon-
sored some of the continent’s national football teams,
kitting the players out in controversial skintight shirts.
On a personal level, he has owned Segera, a 50,000-acre
conservation reserve in northern Kenya with an
award-winning eco-safari lodge, since 2005. He also
co-founded the Zeitz Museum of Contemporary Art
Africa (Zeitz MOCAA) in Cape Town, which was
opened by Archbishop Desmond Tutu in 2017.

Outside the box Africa is a
recurring theme in the life of
Jochen Zeitz, pictured here at
his lodge, Segera, in Kenya

The big interview

So what drew him to Africa?
“Tused to travel a lot in Asia and
Latin America, butsomehow when
Icameto Africaitjust kind of felt
like home,” he explains. “Tobegin
with it was the incredible nature
thatIsawwhenItravelled through
the continent. Then seeing more
of its creativity and diversity was
something that fascinated me.”

That diversity is on full display
at the Zeitz MOCAA, a converted
dockside grain silo that houses an
eclectic mix of works assembled
by Mr Zeitz over the past 11 years.
Unusually, but perhaps unsurpris-
ingly given hisethos, the collection
was created more to make a state-
ment than for personal pleasure.

“I felt that there was an oppor-
tunity and a need for a major
museum in Africa, and because
nobody had done itIjustsaid, well,
let me. Art has a huge role to play
when it comestochanging people’s
perceptions and ideas. The col-
lection is very much built around
the objective of changing people’s
minds about the environmental,
social, personal, political topics
thatartistsare keen totalk about.”

Having been lucky enough to
visit the museum with my son, I
putitto Mr Zeitz that many of the
works seem, in the words of a
ten-year-old boy, quite dark. “It’s
challenging, for sure,” he agrees.

“There are a lot of issues in
Africa, and the world, and art is not necessarily there to
make you feel comfortable. It’s a great comment for a
young person to make. That’s when the dialogue starts.
It’s like, why is it what it is? What needs to change in the
world to make it better?”

Looking at the world with a different eye is, Mr Zeitz
says, something he learned in Africa. “I started looking
at time in a different way and the relevance of today
versus tomorrow and the past. I felt that I wanted to con-
tribute by doing something meaningful in Africa. A lot

7 | ELLIMAN.COM



BUSINESS WITH A CONSCIENCE

of my ideas originated there, and have since turned into

the global initiatives that I support and am involved in.”

Mr Zeitz’s underlying philosophy, developed during
the rehabilitation and rewilding of Segera, a former
cattle farm which at the time of his purchase was over-
grazed, heavily poached and not working in harmony
with the local community, is that of the
4Cs - balancing conservation, commu-
nity, culture and commerce. These are
the principles which, he believes, should
drive all businesses.

He first started trying to use his 4C

o

Mr Zeitz’s most recent,
and arguably most ambitious,
push to bring more businesses

really put him in the limelight as somebody campaigning
to change the way the world does business.

Putting a value on Puma’s use of resources, water
consumption and carbon emissions was the most efficient
way, Mr Zeitz believes, to mitigate the company’s
impact on the environment and its use of raw materials.
“Businesses rely on natural resources
and if we do not stop working against
nature we will run into severe shortages
in the future. If we want to be commer-
cially sustainable, we also have to be
ecologically sustainable.”

on board with his vision is

approach to influence the wider world
with the launch in 2008 of the Zeitz
Foundation of Intercultural Ecosphere
Safety. This was quickly followed a year
later by The Long Run initiative, which
Mr Zeitz created to bring together eco-
logically minded tourism businesses
such as Segera and establish best practice
in line with the 4Cs.

Today, Long Run members manage over 14 million acres
ofland worldwide, but it was his ground-breaking decision
in 2011 to develop and publish full environmental profit
and loss accounts for Puma and its supply chain that

8 | ELLIMAN.COM

The B Team, a global venture co-
founded with serial entrepreneur and
philanthropist Sir Richard Branson

(see page 10)

>

So, has the move had the impact he
hoped? Have environmental profit and
loss balance sheets gone mainstream?
“I wish this could one day become a
standard, but that’s something that can
only be brought about by governments,”
hesays. “Asatool, though, more and more
companies are using it and that’s great
progress. Businesses are realising that they need to
understand where their environmental footprint is.”

Mr Zeitz’s most recent, and arguably most ambitious,
push to bring more businesses on board with his vision
is The B Team, a global venture co-founded with

the serial entrepreneur and philanthropist Sir Richard
Branson (see page 10), to encourage more sustainable
ways of doing business for the wellbeing of people and
the planet - literally to create a plan B.

“Plan A, where business has been primarily motivated
by profit, is no longer an option,” he says. “If you consider
that globally 60% of environmental impacts are gener-
ated by the 1,000 biggest companies in the world, you
know that to solve problems you need to get businesses
involved. The B Team aims to show leadership that pro-
motes a different way of thinking.”

A magictouch

One area where The B Team has played a key role was
helping to push through the Paris Climate Change accord
in 2016. Laidback throughout our conversation, Mr Zeitz
becomes more animated when I ask how he feels about
the decision of the US to withdraw from the agreement.
“If anything, it has united the world even more when it
comes to having clear climate goals and sticking to the
climate agreement. Nobody will stop that, in my opinion.”
His Instagram feed makes it clear he has no time for
climate change deniers.

He’s also scathing about Brexit, hinting that he might
not have bought his Richmond home if he’d known what
was coming. “I understand the fears that have been
created, but if you look at the pure economics and where
the world needs to be, it makes no sense. Ultimately, you
have to have the end goal in mind, and thinking that you
cando this on your own is wishful thinking. Asa German
who grew up in the wake of World War Two, I believe the
only thing that can save us is unity.”

When it comes to bringing people together and creating
winning teams, whether it’s persuading Usain Bolt to
wear Puma shoes or teaming up with individuals such
as Sir Richard Branson who share the same vision,
Mr Zeitz seems to have a magic touch.

Sowhat’s his secret? What does he think makes him so
persuasive? “I have no idea. It’s a very good question.
Tjustdon’t give up.” So, tenacious rather than persuasive,
Iventure? “Yes, probably.”

This brings me back to the aforementioned evening
spent in the basement of the Notting Hill Arts Club in
west London. After finding out I was keen to interview
him, Mr Zeitz invited me to a fundraising concert for an
all-female anti-poaching team at Segera. He mentioned
he would be playing a “few tunes” with some friends.
Those few tunes turned out to be a virtuoso guitar

performance using a complex-looking percussive tech-
nique that involves tapping and banging various parts
of the instrument as well as playing it conventionally.
The friends were two of the world’s best acoustic guitar-
ists, Mike Dawes and Justin Sandercoe.

When we meet later I ask how on earth, given his pun-
ishing schedule, he has found time to learn to play the
guitar like a professional, and how long it took to reach
that point. “Five years,” he replies. I look stunned. “But
I practise every day. I take my guitar everywhere,” he
adds. “It’s a complicated way of playing, but I like a
challenge. I don’t like doing things halfway. When I
want to do something, I try to do it well.”

That’s a pretty neat way of summing up Jochen Zeitz.
He could have settled for being the youngest ever CEO of
a German listed company, or for successfully rewilding
alarge chunk of Africa, or for co-founding an iconic Cape
Town art gallery voted one of the world’s best visitor
attractions in 2018. But why stop there? Why do things
halfway when there’s a whole world out there to save?
When our fascinating time together in the pub draws to
aclose he says goodbye and strides out into the rain, Foxy
trotting alongside, to get on with the job.

The big interview

The great persuader opposite:
Mr Zeitz has a talent for getting
the right people on board,
such as Usain Bolt for Puma
below. a work in Cape Town’s
“challenging” Zeitz MOCAA

For more

inspirational
rewilding
stories, turn to
page 66
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BUSINESS WITH A CONSCIENCE

ENTREPRENEURSIR RICHARD BRANSON,
CO-FOUNDEROF THE B TEAM, TALKS TO THE WEALTH REPORT
ABOUT WHY THE ORGANISATION’S ROLE IS SO IMPORTANT

What inspired you to form The B Team

with Jochen Zeitz?

The B Team was founded in the belief that the
private sector can, and must, redefine both
its responsibilities and its own terms of
success. This was inspired by the growing
trust gap between citizens and governments,
between individuals and institutions, and
between profits and values.

We recognised that businesses have often
been a major part of the problem. With the
launch of The B Team, we wanted to show
that we, as business leaders, can also drive
sustainable solutions.

Since then, we’ve been working with civil
society and others to find ways to transform
business into a force for good. The bold
example of B Team Leaders such as Paul
Polman, Marc Benioff and Bob Collymore shows
us every day what it means to place purpose

10 | ELLIMAN.COM

and conviction at the core of your business and
your personal mission. Together we learn, share,
collaborate and push each other forward on
the most pressing issues of our time.

The B Team’s aims are hugely ambitious,
from improving social justice to treating
the environment better. What would you
say is its most important role?

As BTeam Leaders, | think the mostimportant
contributions we can make are leading by
example, using our voice and scaling solu-
tions. This is how we can help to create an
environment for change.

At the same time, we must remember to
listen. That’s how we learn to build the new
practices that meet those goals, whether they
involve respecting and strengthening human
rights and the rule of law, advocating for
climate action or eradicating modern slavery.

And where we see progress stall, we will push
for a higher level of ambition.

How satisfied are you with progress so far,
and what would you say are the Team’s
biggest successes to date?
I’m very proud of our accomplishments.
Perhaps most importantly, behind all these
achievements lie the strong collective and
individual commitments of our Leaders.
Together, we've played a pivotal role in ad-
vancing global policy in line with our agenda
and shifting business norms and practices.
In 2015, The B Team was instrumental in
ensuring that a commitment to net zero
emissions by 2050 was included in the text
of the Paris Agreement. At the time, many felt
that this was far too ambitious. However, we
knew it was not only possible, but necessary.
Today we see more business and political
leaders recognising the need to adopt this
goal and act oniit.

In the current fractious global geopolitical
environment, is The B Team’s role now
more important than when it was formed?
In an ideal world, The B Team wouldn't be
needed. And with enough ambition and action
we might no longer be needed in the future.

But the last few years have seen many
countries move backwards. Public discourse
on climate change, migration and digital
transformation, to name just afew issues, has
become divisive, polarising our communities
and undermining any form of meaningful
collaboration to fight injustice, inequality and
environmental threats.

In this environment, businesses have to
shoulder an even greater burden. And as trust
in government continues to erode, The B
Team, in concert with business and civil
society, must ask governments to step up.
If we can achieve a critical mass, we have
a chance of creating a fairer, greener and
more human economy. Working together, we
can build a principled and purpose-driven
private sector and demonstrate that business
can be a force for good.
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MAPPING UHNWI POPULATIONS

Tense times The impact of any further escalation in trade tensions between the US and China is likely to be felt across the world

The dragon still packs a punch

Asia is set to outperform as global wealth growth slows, according to a new
analysis of UHNWI populations carried out exclusively for The Wealth Report

Words: Grdinne Gilmore, Head of UK Residential Research, Knight Frank

he International Monetary Fund (IMF) entitled its World Economic

Outlook report for the final quarter of 2018 Challenges to Steady

Growth. Not the most eye-catching headline, perhaps, but one that

reflects the fact that the economic cycle, especially in developed
economies, is poised for a period of recalibration after the stellar growth seen
in some countries in 2017 and 2018. These economies are now more likely
to feel the effect of monetary tightening and the impact of geopolitical and
economic policy headwinds.

This outlook is reflected in the five-year forecasts for the number of people
joining the ranks of the world’s ultra-wealthy, prepared by wealth data specialists
GlobalData WealthInsight. Some 42,711 people, roughly equal to the number
of runners in the London marathon, will see their wealth rise to US$30 million
or more between 2019 and the end of 2023. This will take the number of
UHNWIs worldwide to almost 250,000.

12 | ELLIMAN.COM

UHNWI GROWTH BY REGION

INDIVIDUALS WORTH
OVER US$30M IN 2018 GROWTH

EUROPE — 70,627

FIVE-YEAR FORECAST

24%

NORTH AMERICA [N 51,012

18%

ASIA [ 48,245

23%

LATIN AMERICA [0 10,457

21%

MIDDLE EAST [ 8,301

20%

AUSTRALASIA [ 4,400

22%

RUSSIA & CIS I 2,350
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MAPPING UHNWI POPULATIONS

While this 22% increase represents an
acceleration in growth compared with the
past five years, when UHNWI numbers rose
by 18%, the average year-on-year increase of
4% is more measured than the 10% growth
seen in 2017 alone.

A mixed outlook

“Equity markets, real estate markets and
luxury investments all had a stellar year in
2017. Growth in 2018 has been good in some
cases, but has not replicated the levels seen
in 2017, and the outlook reflects more mixed
conditions ahead,” says Oliver Williams,
Head of GlobalData WealthInsight.

Some commentators have pointed towards
a global slowdown or recession in 2019 or
2020. While the consensus is that we will see
moderation rather than downturn, countries
will have less room for manoeuvre to respond
in the event of an economic shock.

Even so, 2019 will see the number of people
globally with US$1 million or more in net as-
sets - HNWIs - exceed 20 million for the first
time, according to GlobalData WealthInsight.
Some 6.6 million will be based in North
America, with 5.9 million in Europe and
a further 5.8 million in Asia.

Mr Williams highlights the link between
entrepreneurialism and wealth creation.
“The easier it is to create a business, the more
wealthy entrepreneurs there will be - and
the more equal wealth is among HNWIs.
Countries where building a business is more
challenging tend to have a higher concentra-
tion of wealth and a disproportionate number
of UHNWIs and billionaires.”

The ranks of the ultra-wealthy - those
with net assets of more than US$30 million -
expanded by 7,091 in 2018, a rise of 4%.
“Growth in non-financial assets - that is, real
estate - is one of the leading factors driving
UHNWI growth,” says Mr Williams. “Others
include returns from traditional and
alternative investments, along with growth
conditions in major economies.”

Asia is the biggest hub for billionaires,
with numbers set to rise above 1,000 by
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Global wealth hotspots above: growth in
Mexico's UHNWI population is set to outstrip
its Latin American neighbours bottom right:
Japan remains Asia’s biggest wealth hub

2023, accounting for more than a third of
the world’s billionaire population of 2,696.
Chinahasseen a sharp rise in the number of
billionaires in the last five years, but growth
looks set to moderate in the medium term.

Globalvariations

However, there are marked geographical
differences, adds Mr Williams. “In North
America, financial assets are a major growth
driver at the moment. In Europe and Asia,
real estate is most important. Meanwhile,
Latin American economies are particularly
affected by fluctuations in the US dollar
exchange rate.”

As the data for The Wealth Report is
expressed in US dollars, these fluctuations
are factored in. “The performance of the US
dollar impacts millionaires in many coun-
tries. When the US dollar is appreciating
rapidly against certain currencies, the
number of HNWIs can decrease even though
their wealth in local currency terms remains
the same,” Mr Williams says.

While the expansion of wealth populations
is expected to be broadly steady in each
of the next five years, some regions will
outperform. UHNWI numbers in Asia,
for example, are expected to rise by 23%,
compared with 18% in North America.

Find out more about
the latest investment
trends on page 42

THE ASCENT OF MONEY

Global millionaire population
25 million

Echoingthetrendsseenin previouseditions
of The Wealth Report, Asian countries will
see the biggest growth in UHNWIs over the
next five years. India leads with 39% growth,
followed by the Philippines (38%) and China
(35%). Of the 59 countries and territories in
our forecasts, eight of the top ten countries
by future growth are in Asia, with Romania
and Ukraine taking the remaining spots.

However, it is worth noting that some of
these countries are starting from a low base.
For example, Romania will have 278 UHNWIs
by 2023, while Ukraine will have 485. The
Philippines is forecast to have 296 UHNWIs
by 2023, less than 2% of the ultra-wealthy
population of Japan, the biggest Asian wealth
hub with 20,570.

In Africa, Kenya leads the way, with 24%
forecast growth by the end of 2023. This fits
with more upbeat economic forecasts for
Kenyan GDP in the coming years, yet risks
remain to this economic outlook as the gov-
ernment looks to narrow its
fiscal deficit. The number of
ultra-wealthy people in the
countryissettoreach155in
2023, making up 6% of the
el total UHNWI population

17.3 million 19.6 million
|

2013

Global billionaire population
3,000

in Africa.

South Africa will remain
the largest wealth hub in
theregion, with a 32% share
of the ultra-wealthy pop-
ulation in five years’ time.
Africaasawhole will seeits
2023 UHNWI population grow by
31% in the decade to 2023.

In Latin America, the

Source: GlobalData Wealthinsight

upheavals in the Brazilian
economy mean that the
UHNWI population will
notregain thelevels seenin
2013 by 2023, even as the
country emerges from
recession. However, it will
still be the continent’s
biggest wealth hub in five

years’ time with 3,962

Global wealth trends

UHNWIs. But strong forecast growth — some
23% between 2018 and 2023 - means that
Mexico will be catching up quickly, with a
predicted population of 3,427 UHNWIs in
five years’ time.

The forecast growth in ultra-wealthy
people chimes with the findings of this year’s
Attitudes Survey, which shows that the
majority of UHNWIs expect their wealth to
increase in 2019. However, there is divergence
in the strength of this sentiment, with four-
fifths of wealth advisers in the US expecting
their clients’ wealth to rise in 2019, compared
with just under two-thirds in Asia.

There is more alignment on the challenges
posed by the local political and economic
environment, however. Some 65% of Asian
respondents to the Attitudes Survey, along
with 59% of those in the US, said that local
conditions would make it more difficult to
create and retain wealth in the future.

Tradetensions

Rising trade tensions between China and
the US will have an impact on wider global
growth as well as on both countries, predicts
Mr Williams. But Dr Ian Bremmetr, president
and founder of Eurasia Group, the leading
global political risk research firm, believes
the effect may be more muted than expected,

at least in the short term. “Any tensions
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MAPPING UHNWI POPULATIONS

between the world’s two largest economies

draw outsized attention,” he points out.
“There are plenty of areas where these two
countries will see significant conflict next
year, most importantly around technology.
But against the backdrop of a softer economy,
both leaders are looking for excuses to avoid
further trade escalation. We won’t see an all-
out ‘trade war’ in 2019.”

Any escalation in trade tensions has the
potential to affect all households. In its World
Economic Outlook, the IMF says: “An inten-
sification of trade tensions, and the associ-
ated rise in policy uncertainty, could dent
business and financial market sentiment,
trigger financial market volatility, and slow
investment and trade.

“Higher trade barriers would disrupt global
supply chains and slow the spread of new
technologies, ultimately lowering global
productivity and welfare. More import
restrictions would also make tradable
consumer goods less affordable, harming
low-income households disproportionately.”

Finding ways to respond to this risk falls
within the remit of the World Economic Forum.
This year’s annual meeting in Davos,
under the heading “Globalization 4.0”, aimed
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toencourage policy-
makers to come up
with an approach to
globalisation that
would minimise
nationalistic and
protectionist policies.

The response
from UHNWIs, as
highlighted in our
interviews with
Jochen Zeitz and
Richard Branson,
co-founders of The
B Team (see pages
6-10), is to look at
ways in which busi-
nesses can join to-
gether to be a force
for positive social
change, and lobby governments to work
together on joint goals.

The search for stability
This fits with Ian Bremmer’s assessment
of recent geopolitical developments. “As
inequality grows — and, with it the disen-
franchisement of large parts of society — the
response of UHNWIs needs to be ‘how can
we fix this?’”, he says. However, he adds:
“The more immediate response is, ‘What can
Ido to protect my family?’”

This is borne out in the global residential
real estate trends seen over the last two

years. “The footprint of the ultra-wealthy is
growing larger when it comes to property
investment. Go back 10 or 15 years, and
UHNWI residential property investment
would have been driven largely by the decision
as to where children were to be educated,”
notes Andrew Hay, Global Head of Residential
at Knight Frank.

“Education is still a key consideration -
but UHNWIs are also becoming increasingly
strategic in response to global uncertainty
and political upheavals. As a result they are
investing in additional homes in cities and
countries where they can see greater levels
of stability,” he adds.

In the years to come, growing economic
and geopolitical challenges - such as
rising interest rates, the withdrawal of fiscal
stimulus, slowing economic growth and
trade tensions, not to mention Brexit and
the ongoing upheaval in the Middle East —are
setto translate into moderate wealth creation,
but also a search among the ultra-wealthy
for stability, both personally and in terms
of their assets.

TURBULENCE AHEAD

Wealth advisers who expect the political and economic
environment to make it harder for clients to create and
protect wealth in 2019
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JAMES ROBERTS, CHIEF
ECONOMIST AT KNIGHT FRANK,
IDENTIFIES FOUR TRENDS
THAT LOOK SET TO SHAPE
WEALTH CREATION IN 2019

1]
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nearly 2019, many of the trends that shaped the global economy in 2018 — from Brexit

to trade wars to financial market volatility — appear still to be prevalent. However,

marKkets have long since priced in the implications of these widely discussed events,

and I believe that there are new trends that could move to the forefront this year.

The following economic and geopolitical changes are the ones that I believe UHNWIs
should consider when investing in 2019 and beyond.

Recession scares

Some believe that a major economic downturn occurs every ten years or so, which - given that in many
countries the last recession occurred in 2008/09 — would make the next one imminent. However, the
theory is not 100% reliable: Australia, for example, has not seen a recession since the early 1990s.
Downturns occur not because the calendar says it’s time, but because excesses have built up in the
economy. In 2018, we saw a number of assets with swollen values correct, such as cryptocurrencies,
technology shares and house prices in certain global cities. While some repricing has already occurred,
leading to speculation that recession is looming, there could be opportunities for investors willing to
take a long-term view. UK assets, for instance, have perhaps accumulated too much Brexit discount.

Leaderless populism

In recent years, we have seen the rise of populist movements under charismatic leaders, but the
emergence of groundswell movements without formal structure is a new phenomenon. For a recent
example, look no further than France and its gilets jaunes, or “yellow vests”. While the country is no
stranger to street protests, the French government has struggled to cope with demonstrators who
have no obvious leadership that can set out a list of grievances and engage in talks. If this marks
the beginning of a new phase of populism, UHNWIs may well start to show a preference towards
investing in places with less of a tradition of street protest. This could perhaps favour the so-called
“S-for-stability” locations, such as Singapore, Scandinavia and Switzerland.

The new Vikings

The UK’s departure from the EU is already affecting the internal politics of the trade bloc. Traditionally,
Britain has acted as a counterweight to the influence of France and Germany, but now a coalition of eight
northern European nations — sometimes referred to as “the new Hanseatic League” - has emerged, based
onthelogic that their combined voices will have more strength when negotiating with the largest EU states.
This more prominent role on the diplomatic stage could draw investor attention to the small but wealthy
nations of the North Sea and Baltic coastlines. The UK has traditionally appealed to UHNWIs seeking a
country with liberal values, political stability and safe haven qualities. The Netherlands, Denmark, Sweden,
and Finland share these characteristics, and also offer growing exposure to Europe’s tech start-up scene.

New energy politics

For decades, the politics of the Middle East have been keenly monitored around the world because
of their impact on oil prices. BP in its most recent Energy Outlook report predicted that most future
growth in energy demand will be for gas and electricity, reflecting our ever-increasing reliance on
battery power and prompting The Economist to hail the end of the era of the internal combustion engine.
UHNWIs must consider the geopolitical implications. Will a US with a thriving shale gas industry be
quite sowilling in the future to intervene in the Middle East? Will the need for political stability in the
Congo basin rise up the global agenda, given its status as a major producer of cobalt, a vital component
in batteries? Will sun-drenched, windswept countries enjoy a surge in energy exports in the future?

17 | ELLIMAN.COM



GLOBAL CITIES

London calling

The Wealth Report reveals the results of the latest
Knight Frank City Wealth Index, and turns the spotlight
on five cities set to grow in prominence in the coming years

Words: Flora Harley, Senior Analyst, Knight Frank Research

he decision where to invest is a complex
one driven by a range of factors, not least
familiarity with the market in question
and agood understanding of its dynamics.

This year, we have refined and built on the
Knight Frank City Wealth Index, crunching numbers
for many of the world’s leading cities in order to
generate more of the detailed insights that investors
rely on and identify the global urban powerhouses
that matter most to the world’s movers and shakers.
We also have an eye to the future, with an assessment
of five global cities that we believe are set to grow in
prominence and prosperity.

The results show that London has shrugged off
concerns regarding Brexit to retake the top spot from
New York, with the Big Apple slipping to second place
overall. Investment was the only category in which
New York managed to outperform the UK capital.

Asia’s growing prominence is confirmed, with
Hong Kong and Singapore taking third and fourth

positions respectively. Overall, the number of slots
in our top 20 occupied by cities in the

Asia-Pacific region rises to seven.
Europe remains stable with six, but

AT A GLANCGCE
London has the
world’s largest UHNWI
population with 4,944,
an increase of 582 over
the last five years

the number of North American
cities making an appearance
drops to seven.

TheKnight Frank City Wealth
Index is built around three
categories: wealth, investment
and lifestyle. Here, we provide
a brief explanation of each, along
with some of this year’s key findings.

WEALTH

Using data from analyst GlobalData WealthInsight, we
have looked at the current population of HNWI (those with
net assets of more than US$1 million) and UHNWI (those
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with net assets of over US$30 million) residents in each

city, as well as analysing recent growth performance.

Key findings In terms of UHNWIs, London has
the largest population with 4,944, an increase of
582 over the last five years, the most of any city.
For HNWIs, Tokyo reigns supreme with 488,582,
although New York has seen the highest growth
with an additional 55,434 HNWIs. New York
also has the highest concentration of billionaires,
with 94. Growth in Asia is noticeable, with Asian
cities holding six of the top ten spots in the wealth
category. Taipei comes in ninth, following 17% growth
in its UHNWI population over the past five years.

INVESTMENT

To understand where the wealthy are investing, we
assessed the most comprehensive data on major
property investments (those worth the equivalent
of US$10 million or more) by private individuals or
family offices across both commercial and residential
markets. Our ranking takes into account the volume

THE KNIGHT FRANK CITY WEALTH INDEX 2019

Peak performer Despite the
uncertainty surrounding the
UK's exit from the EU, London
has regained its position as
the leading global city

Turn to page 30 for
prime residential
price data

Global wealth trends

of investment and its diversity in terms of the number
of different nationalities investing.

Key findings North American cities reign supreme
for private investment, occupying six of the top ten
spotsin this category, with New York in top place. But
London remains dominant for diversity of investors.

LIFESTYLE

Drawing on our annual Attitudes Survey, we have
identified some key decision influencers. For example,
education - quantified here by the number and quality
of universities — is a significant driver for purchases
of first and second homes globally. Security is another
key factor, as are luxury indicators including the
number of five-star hotels and the quantity and
quality of leading restaurants.

Key findings This category is a tale of two cities:
London and Tokyo. London leads, due to the high
number of five-star hotels — 76 — and the number and
quality of its universities. Tokyo ranks highest for
luxury dining and is the safest city according to
The Economist Safe Cities Index.

e—o Connecting lines show the top five cities

ﬁs OVERALL RANK .s-"b" WEALTH RANK g§§ INVESTMENT RANK Y LIFESTYLE RANK
1 LONDON 1= LONDON 1 NEW YORK 1= LONDON

2 NEW YORK 1= NEW YORI:>-<—‘ 2 LONDON 1= SINGAPORE

3 HONG KONG 3= BEUING 3= HONG KONG 3 NEW YORK

4  SINGAPORE \' 3= HONG KONG / 3= LOS ANGELES 4 HONG KONG

5  LOS ANGELES \' 5 SINGAPORE 5 WASHINGTON DC 5 TOKYO

6  CHICAGO 6  FRANKFURT 6  SYDNEY 6 PARIS

7  SHANGHAI 7  SEOUL 8 CHICAGO 7 CHICAGO

8  SYDNEY 8  SHANGHAI 9 SINGAPORE 8 SAN FRANCISCO
9  TOKYO 10= MUNICH 10 ATLANTA 9 WASHINGTON DC
10 TORONTO 10= PARIS 12 BERLIN 10 AMSTERDAM
11= BERLIN 13 LOS ANGELES 14 AMSTERDAM 12 BERLIN

11= FRANKFURT 18 TORONTO 17 FRANKFURT 13 LOS ANGELES
11= PARIS 19 CHICAGO 18 TORONTO 15 SHANGHAI

14= BEUING 21 ATLANTA 19 TOKYO 16 SYDNEY

14= SAN FRANCISCO 27 SYDNEY 20 MUNICH 18 SEOUL

14= SEOUL 28 TOKYO 23=SAN FRANCISCO 19 TORONTO

17= MUNICH 29 SAN FRANCISCO 23=SHANGHAI 20 BEIJING

17= WASHINGTON DC 34 BERLIN 35 SEOUL 34 MUNICH

19 ATLANTA 48 AMSTERDAM 37 BEMING 35 FRANKFURT

20 AMSTERDAM 50 WASHINGTON DC 42 PARIS 37 ATLANTA

Sources: Knight Frank Research, GlobalData Wealthinsight, RCA, Five Star Alliance, Michelin, Times Higher Education, The Economist
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FUTURE CITIES

When considering the cities of the future, we have focused on those factors that will support
wealth creation including innovation indicators, wealth forecasts and economic growth,
and those aspects that improve a city’s growth prospects, such as infrastructure.

Cities that demonstrate these characteristics are likely targets for future property
investment. Below we look at five urban centres across the world that we believe will

increasingly attract investors over the coming years.

Bengaluru

Cities in India are often overshadowed by the success of
Mumbai, but Bengaluru is expected to disrupt this narrative.
Over the next five years, Oxford Economics data indicates
that real GDP will grow by almost 60%. Often dubbed India’s
answer to Silicon Valley, Bengalaru is known for its technology
sector. The city is home to companies including Flipkart, Infosys
and Wipro, and over 400 multinationals including Microsoft,
Hitachi and Samsung have bases there. This is supported by the
fact that the city has been grossing the country’s highest office
absorption volume consecutively for the last ten years. Bengaluru
has made a commitment to creating a knowledge economy by
investing in education centres, including the Indian Institute of
Management Bengaluru, the Institute of Science and the National
Aerospace Laboratories. The city’s broad ecosystem of innovation
offers multiple opportunities for future growth, reflected in the
rise of new age technology companies across sectors including
artificial intelligence, food tech, fintech and robotics.

Hangzhou

Hangzhou is making a name for itself both globally and within
China. The transport, storage, information and communication
services sector has more than doubled in the past five years, and
is expected to grow by a further 46% over the next five, according
to data from Oxford Economics. This growth in the city’s inno-
vation and technology industry has resulted in an increase in its
UHNWI population of 25% over the same period. Following
in the footsteps of Alibaba, which was founded in Hangzhou,
there are now 26 “unicorns” (tech companies with a valuation in
excess of US$1 billion) in the city. Hangzhou also has the location
- in the middle of the Yangtze River delta, just an hour from
Shanghai by high-speed train — and the infrastructure in the
form of extensive rail, road and air routes to benefit from the

economic success seen in the rest of China.

*UHNWI five-year forecast growth *UHNWI population in 2018
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Stockholm

Stockholm is cementing its place as one of the world’s most innovative
cities, making it a prominent centre for wealth creation and growth:
GlobalData WealthInsight estimates that the UHNWI population
will grow by 23% between 2018 and 2023. In 2017, the European
Commission named Stockholm as the most innovative city in
Europe, in part due to the value placed on welfare and sustainability,
which nurtures pioneering ideas. As the birthplace of market-leading
multinationals, including music streaming platform Spotify, it is
clear that the entrepreneurial spirit is flourishing. This is further
enhanced by the city’s ability to attract talent; Stockholm ranks
second in the INSEAD Global Talent Competitiveness Index 2018,
which measures a city’s ability to enable, retain, attract and grow its
workforce. This is reflected by 8% population growth over the past
five years and a further forecast increase of 7% over the next five.

Cambridge

Asone of Europe’s leading technology clusters, Cambridge is the UK’s
answer to Silicon Valley. In 2017, the turnover for digital tech business
in “Silicon Fen” was £2.4 billion, or £152,000 per employee, according
to Tech Nation. The world-class talent coming out of the University of
Cambridge, combined with the city’s renowned research facilities and
pre-existing network of tech businesses, encapsulatesits appeal. Tech
giants including Apple, Microsoft and Amazon have a presence and
are developing pioneering technology including Amazon’s
“Prime Air” and Apple’s Al capabilities. To accommodate the city’s
growing success, Cambridge council is planning to build some
14,000 new homes by 2031. Infrastructure investment is also strong:
anew train station was opened in 2017, with another on the way by
2021 and an underground railway, appropriately named the Isaac
Newton Line, due to begin operation in 2025.

Boston

The city of Boston is an attractive and relatively affordable alternative
investment destination to New York and San Francisco. Unlike these
established markets, Boston is less densely populated by start-
ups, making the competition for attracting capital less fierce. Yet
the demand is still there; between 2015 and 2017 Boston received
US$24.5 billion in venture capital investment, the fifth highest
globally, according to the Center for American Entrepreneurship.
The city is also able to draw on a vast pool of talent, with two
Ivy League universities, Massachusetts Institute of Technology
(MIT) and Harvard, which rank fourth and sixth respectively in
The Times World University rankings for 2019. Tech giants
including Google, Amazon, Facebook and Uber are already
capitalising on this, with offices located in the city.

Global wealth trends
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SUPERYACHTS AND PRIVATE JETS

The wind and the waves

Using data from the specialists at WINGX and Superyacht
Intelligence, The Wealth Report analyses global private jet

SUPERYACHT FLEET

CRUISE CONTROL
Global distribution of yacht voyages
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PRIVATE JET FLEET

DEPARTURE BOARDS  Number of private jet departures in 2018* by region and from selected cities, airports and locations featured in The Wealth Report 2019
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UHNWI TRAVEL

The social network

A ground-breaking new study of social media activity for
The Wealth Report reveals how our readers divide
their time around the world

Words: Flora Harley, Senior Analyst, Knight Frank Research

e can track how wealth moves in
many ways, but usually this will be at
the level of capital transfers and
investment flows, as well as more
permanent population growth and migration trends.

However, transitory movements are just as interesting
when trying to understand your clients and work out
where their interests and passions lie. The private jet
and superyacht data on page 22 provides some clues,
but thanks to social media it’s now possible to pinpoint
where real people are spending their time.

By crunching the geotags of just under 1.5 million
anonymised Twitter posts from 7,500 UHNWIsbased in 15
countries, we have been able to piece together a picture of
when and where people travel. The results of this unique
analysis are represented in the visualisations opposite.
Some of the headline findings are listed below.

e The US, UK, France, UAE and Germany were
the top five destinations for travel abroad.

e Proximity is a factor, with many favouring
neighbouring countries. For example, New Zealand
is popular with Australians.

¢ June is the most popular month for travel for
more than half of the nationalities studied,
followed by October and May.

e Both the US and France saw the most UHNWI

visitors in June, while the UK was most likely
to be visited in April.
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HOME AND AWAY

Proportion of individuals active on social media in their own country and abroad

))' ACTIVE WHEN AWAY

AMERICAN 99%
AUSTRALIAN 97%
BRITISH 93%
CANADIAN 94%
CHINESE 80%

EMIRATI 78%

FRENCH 89%
INDIAN 89%
IRISH 79%

NIGERIAN 92%
PAKISTANI 81%

QATARI 67%

RUSSIAN 81%

SAUDI ARABIAN 64%

SOUTH AFRICAN 84%

TIME TO FLY

The most popular
months for travelling

15 APRIL: MOST POPULAR
WEEK FOR OVERSEAS VISITORS

L3
— ; TO FLY TO THE UK
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Sources: Knight Frank Research, Mapper360® provided by Four Communications

A ACTIVE AT HOME

HOT SPOTS

After the US, the top five destinations for each nationality

NATIONALITY

DESTINATION 4—J

BELGIUM
BENIN
CANADA
ECUADOR
EGYPT
FRANCE
GERMANY
GREECE

HONG KONG
INDIA

ITALY

JAPAN

KENYA
KUWAIT
MAURITIUS
MALAYSIA
MEXICO
NETHERLANDS
NEW ZEALAND
OMAN
PAKISTAN
SAUDI ARABIA
SINGAPORE
SOUTH AFRICA
SPAIN
THAILAND
UAE

UK

UKRAINE

AMERICAN

Global wealth trends
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MOVING MONEY AND RESIDENCY

Risk and reward

The Wealth Report assesses the factors driving capital movements around
the world and takes a detailed look at wealth flows from three major hubs

Words: Flora Harley, Senior Analyst, Knight Frank Research

ealth flows are influenced by many
factors, including economic and per-
sonal stability, and preservation of
wealth. Understanding these driv-
ers can help provide insight into the direction of
investment flows, and how they impact on both
residential and commercial property markets.

Increasingly, governments around the
world are targeting globally mobile wealth,
albeit for a variety of different reasons. Some
are actively enticing wealthy individuals to
relocate with favourable tax regimes, while to emigrate
others are introducing overseas buyer taxation
on residential purchases.

Italy, for example, has introduced a new fixed tax
of €100,000 on global income for “non-domiciled” resi-
dents. Conversely, Singapore increased the foreign buyer
stamp duty on residential property to 20% in July 2018.
In England and Northern Ireland, a consultation on an
overseas buyer’s taxation is scheduled to begin in 2019.
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AT A GLANCE

36% of UHNWIs already
hold a second passport,
with 26% planning

The backdrop to all this is the increasingly footloose
nature of wealth. Data from our Attitudes Survey indicates
that 36% of UHNWIs already hold a second passport,
up from 34% last year, with 26% planning to emigrate
permanently, up from 21%.

Enabling this is a growing number of citizenship and
residency by investment schemes, with Moldova and
Montenegro the latest to jump on the bandwagon in
2018. However, as we reported in The Wealth Report
Autumn Update 2018, the OECD is scrutinising the po-
tential misuse of these schemes. In October 2018, it
released a “blacklist” of 21 jurisdictions, including
Malta and Cyprus, that it believes are undermining
international efforts to combat tax evasion. Some have
since been removed from the list after putting in place a
mechanism for the exchange of information.

A similar study is being conducted by the EU. Portu-
gal is just one country under the microscope, with the
authorities there coming under fire for issuing a golden
visa - permanent residency, in return for a financial
investment - to a Russian national wanted by Interpol.

Emerging woes

However, growing economic risk in emerging markets
could boost demand for such schemes as money is chan-
nelled to safer havens. In October, the International
Monetary Fund lowered growth forecasts for emerging
markets from 4.9% in 2018 and 5.1% in 2019 to 4.7% in
both years due to economic uncertainty and upheaval.
This concern is partly due to trade tensions between
the US and China, as well as a result of investors seeking
higher returns and turning to currency speculation.
As many citizens in these economies, including
Indonesia and China, have previously witnessed
stricter capital controls due to economic down-
turns, those who can may well be looking at
options to keep their wealth globally mobile.
However, even if liquidity can be main-
tained, confidentiality is becoming harder
to guarantee in certain parts of the world.
The EU, for example, is following the UK’s lead
on transparency measures with the approval of
anew Anti-Money Laundering Directive in May 2018.
This will introduce fully public registers of the beneficial

ownership of companies throughout the EU.
But such transparency is not finding universal favour:
anumber of EU countries recognise the need for regulators
to be informed, but not for information to be made public.

FOCUS ON CHINA

Inthe past two years, China’s tightening grip on capital
outflows has cast a shadow over outbound investment.
The introduction of stricter controls has been partly
driven by concern over falling foreign exchange reserves,
which the government uses to maintain the value of the
country’s own currency.

In the second half of 2016, China’s foreign currency
reserve assets fell by US$203 billion as a result of exchange
rate fluctuations from a raft of overseas acquisitions.
Across 2018 China’s foreign currency reserves fell by
US$67 billion, although many of the declines seen in the
earlier half of the year were beginning to reverse. If the
exchange rate, which on 11 January 2019 stood at 6.76
renminbi to the US dollar, falls further, this decline could
be exacerbated, possibly leading to further restrictions
on overseas investment by Chinese nationals.

Real estate is now classified as a “sensitive” sector,
which means almost all investments into overseas
property markets require stringent official approval,
especially for large transactions. Despite this, Chinese
buyers are still looking at familiar global markets, such
as London, Sydney, Melbourne and Hong Kong, which
offer language advantages and immigration possibilities,
as well as remaining outside any trade disputes.

The worsening trade relationship between China and
the US may cause Chinese investors to shift their pres-
ence into other key markets. Indeed, there is already
evidence for this: in the year to March 2018 there was a
4% decline in US transactions by buyers from mainland
China, Hong Kong and Taiwan compared with the pre-
vious 12 months, according to the National Association
of Realtors’ 2018 Profile of International Transactions in
US Residential Real Estate.

Controls on capital outflows have had alimited impact
on China’s domestic residential market. House prices
across China grew by 24% between the beginning of
2016 and the third quarter of 2018 — but purchase
restrictions applied across mainland Chinese cities are
starting to exert downward pressure on prices.

FOCUS ON INDIA
India is witnessing a substantial rise in personal wealth.
The country’s UHNWI population has grown by 30% in
the past five years, according to data from GlobalData
WealthInsight (see page 86), fuelling increased appetite
for overseas real estate investments.

The results of our Attitudes Survey found that 24% of
Indian UHNWIs have property investments, excluding
first and second homes, outside India, up from 21% the

Global wealth trends

See page 72 for
our latest luxury
investment index

Slowing the flow As part of

its attempts to bolster foreign
currency reserves, China is
imposing tighter restrictions on
overseas property investment
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MOVING MONEY AND RESIDENCY

previous year. Indian buyers are typically attracted by
world class education opportunities for their children,
new business ventures and stable investment returns.
Coveted markets such as London, Melbourne and Dubai
draw significant interest. However, other markets, par-
ticularly in Cyprus, Malaysia and Sri Lanka, are also
proving popular with Indian investors.

Despite the restrictions in place under the Liberalised
Remittance Scheme (LRS), there is a clear and growing
interest from Indian nationals to invest abroad. The LRS
permits each resident, as of May 2015, to remit up to
US$250,000 overseas per financial year. Since the im-
plementation of the higher limit, Indian residents have
sent nearly US$30 billion overseas, with remittances up
by 144% between the 2015/16 and 2017/18 financial years.

At present, there is no indication that there will be
any change to the LRS limits. The last time the LRS
limit was reduced was in 2013, partly driven by the
Current Account Deficit (CAD) reaching 4.8% of GDP.
Despite the recent depreciation of the Indian rupee,
down 9.6% against the US dollar in the year to January
2019, the CAD remains within its “comfort zone”, most
recently cited as 2.9%. However, it is worth noting that
with a central government election due in the middle
of 2019, there could be further economic changes that
may impact outward flows.

FOCUS ON THE MIDDLE EAST

The spread of private wealth across the Middle East
region is centred on the major Gulf States, with Saudi
Arabia taking the top spot, followed by the United Arab
Emirates, Kuwait, Qatar, Oman and Bahrain.

While oil income boosts government revenues, the
two biggest sources of wealth for the private sector have
been the construction and financial services sectors.
Today, these are prominent in the investment portfolios
of Middle Eastern private billionaires, accounting for
23% and 15% respectively.

Given the Gulf Cooperation Council’s social context,
family businesses are the largest player in trading activ-
ities. Knight Frank Middle East’s Wealth Intelligence team
has identified 1,300 family businesses across the region.
Inline with global trends, generational transition remains
a challenge: just 7% of billionaire businesses survive to
their fourth generation, and only 2% to their fifth.

As aresult, Middle Eastern families are increasingly
turning their attention to generational planning to
preserve the passage of wealth. One consequence of this
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Data as of 10 December 2018

HUNTING HIGH AND LOW

Middle Eastern wealth currently seeking
new property investment opportunities (US$)

BAHRAIN  SAUDIARABIA  KUWAIT OMAN QATAR UAE

0.4bn 1.9bn 0.1bn  0.2bn 0.8bn 2.8bn

LONDON UK REGIONAL EUROPE us
3.3bn 1.0bn 1.3bn 0.6bn

Source: Knight Frank Middle East Wealth Intelligence

is that investment is increasingly outward looking.
Volatile oil revenues, regulatory changes such as VAT,
geopolitical uncertainty and government investigations
remain a key driver of outbound flows.

Real estate remains a significant wealth preservation
asset class. Middle Eastern investors have been long-
standing players in global real estate markets, in par-
ticularin the UK, Europe and US. Recently, this appetite
for global geographic diversification has intensified due
to the continued strength of the US dollar. Data from
our Attitudes Survey shows that 29% of Middle Eastern
UHNWIs increased their exposure to property in 2018.

Knight Frank Middle East’s Wealth Intelligence team
has mapped the requirements of private wealthy inves-
tors in the Middle East. At the end 0f 2018, there was an
estimated US$6.2 billion looking to be invested into
commercial property alone, with a significant amount
targeting the UK. London remains the top target,
followed by other European cities, such as Berlin. This
is driven by stability, transparency, liquidity, good
returns and cost of debt.

In terms of sectors, office and hospitality remain
preferred segments. However, following global trends
and opportunities, there is an increasing enthusiasm
and consideration for more specialist sectors, such as

healthcare, education and the private rented sector.
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Property market update

Residential and commercial
property trends

‘What, where, why

The latest results of the Knight Frank A round-up of the property

Prime International Residential Index investment market in 2018
- page 30 - page 36

Turning point

Singapore king
Investor Raj Kumar on the
secrets of his success
- page 38
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LUXURY RESIDENTIAL MARKETS

TURNING POINT

We share our unique annual round-up of the winners
and losers in the world of luxury residential property

Words: Kate Everett-Allen,
Head of International Residential Research, Knight Frank

For sale through Knight Frank - Villa Sazia, Saint Jean - Cap Ferrat

he value of the 100 luxury residential markets tracked
by the Knight Frank Prime International Residential
Index (PIRI100) increased on average by 1.3% last year,
down from 2.1% in 2017 - and the Index’s lowest rate

of annual growth since 2012.
This decline comes as little surprise. As we learn to live without
the ultra-low interest rates that have supercharged real estate
markets globally since 2008, lower price growth is an inevitable

consequence of the shift in monetary policy.

PIRI 100

Optimistic outlook Demand remains strong in French hotspots such as Cap Ferrat

Luxury residential market performance by global rank and geography
(annual % change December 2017 to December 2018)
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Avyearago, 11 cities registered double-digit
annual growth; in 2018, only five fell into
this bracket. Yet despite the slowdown,
almost three-quarters of the locationsin the
PIRI 100 registered rising or static growth
in 2018 compared with 65 in 2017.

European cities are still perform-
ingstrongly, while cities across
Greater China continue to
slide down the rankings.
However, divergence
isappearingin emerg-
ing markets. Despite
their economic woes,
several key Latin
American cities saw
prime prices increase,
while similarly challenged
luxury markets in Turkey are
seeing sharp reversals in value.

Key global wealth hubs such as New York,
London and Geneva, as well as cities that
might be expected to still be enjoying a post-
financial crisis bounce (or, indeed, a pre-
Brexit boom) such as Dublin, are now finding

themselves in negative territory.

AT A GLANCE

In 2018, the PIRI 100
recorded its lowest rate
of annual growth in six

years: +1.3%

Property market update

Below, we share some key findings and
trends from the PIRI100, along with insights
from our research teams around the world.

Thriller in Manila
Manila tops the PIRI 100, with luxury
home prices rising by 11%. This
is driven by a lack of sup-
ply and the Philippines’
thriving economy
- annual GDP
growth exceeded
6% in 2018 — which
motivated some
expatriatesto grab
aslice of real estate
back home.
However, Manila’s
performance needs to be
put into perspective. In the 12
years we have been compiling PIRI, the
top-performing market has yet to record
annual growth below 21%. So 11% is quite
a departure, but it confirms our theory
that prime markets are converging and the
outliers are disappearing.
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The Knight Frank Prime International Residential Index (PIRI 100) tracks the movement in the price of luxury homes
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Sources: All data comes from Knight Frank’s global network with the exception of: Tokyo (Ken Corporation); S&o Paulo and Rio de Janeiro (Fundagéo Instituto de Pesquisas Econdmicas); Oslo (Torbjern Ek); Chicago, Los Angeles, Miami, New York,
San Francisco, Seattle and Washington DC (S&P CoreLogic Case-Shiller); Barcelona (Ministerio de Fomento); Jersey (States of Jersey); Berlin and Frankfurt (ImmobilienScout 24); Toronto (Toronto Real Estate Board);

Mexico (Sociedad Hipotecaria Federal); Stockholm (Svensk Méklarstatistik AB).

Notes: All price changes in local currencies. Data for Cyprus relates to the period June 2017 to June 2018. Data for Barcelona and Jersey relates to the period September 2017 to September 2018. Data for Chicago, Los Angeles, Miami, New York,
San Francisco, Seattle and Washington DC relates to the period October 2017 to October 2018. Data for Abu Dhabi, Berlin, Doha, Dubai, Frankfurt, Rio de Janeiro, Riyadh, S&o Paulo, Toronto and Vancouver relates to the period November 2017 to
November 2018. Data for Stockholm relates to the period 1 January 2018 to 5 December 2018. Price change for Tokyo relates to properties above ¥100m.

Data for Boston relates to downtown condominiums. Data for Buenos Aires relates to new-build properties only.
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LUXURY RESIDENTIAL MARKETS

PRIME MOVERS

Mapping luxury price movements worldwide

Miami
Stacey Watson, Knight Frank International

Home to around 33,300 millionaires, we expect
Miami to record prime price growth of 5% in 2019,

outperforming a number of other key US cities.

The Knight Frank Prime International Residential Prices are rising from a comparatively low base,

Index (PIRI 100) is now in its 12th year and tracks new investment in the form of the Brightline train

) ) , is boosting the local economy and Florida’s low
the movement in luxury prices across the world’s .
tax status may spur some US residents to move to
top residential markets. The index covers major the sunshine state in the wake of the new State and
financial centres, gateway cities and second home Local Tax (SALT) deductions.
hotspots - both coastal and rural - as well as

leading luxury ski resorts.
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Roddy Aris, Knight Frank International
Steady and sustainable defines Paris’s 5.3% price growth
in 2018, which comes on the back of a 12% uplift in 2017.
PRICE CHANGE The city’s wide Haussmannian boulevards are enticing
Siza of sguares shows annual 3% changa . .
= French expatriates and appealing to overseas buyers,
& including those from the US, the Middle East and China.
i Ataround €19,000 per sq m, prime prices in Paris are around
halfthose found in London and New York and with large-
— scale regeneration projects planned ahead of the 2024 Paris
15% % ) Olympics, investors as well as second home owners will be

paying closer attention to the French capital.
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Singapore

Dr Lee Nai Jia, Knight Frank Singapore

Singapore’s path over recent years has been an erratic one, with
prime prices stifled by stringent taxes and cooling measures.
A reduction in Seller’s Stamp Duty in 2017 was interpreted by
some as a change in policy sentiment, prompting a surge in
demand, but a further tightening of stamp duties for non-
residents and developers in 2018 has halted the market.
A slowdown in 2019 looks likely, although solid economic

fundamentals should prevent prime price growth from entering

Lasges: - 25,08

Property market update

Bchland 4,1%:

Sdiery 3,1%

Singapare 5.1%

Jokaita 26

Melboiima 2.2%

wih 2.1%

Perth

Michelle Ciesielski, Knight Frank Australia
Early signs of business recovery and a
strengthening office market had a positive
impact on the prime residential market in
Perth, with prices rising 2.1% in 2018. Prop-
erties along the waterfront have remained
popular with the downsizing generation,
and the city still offers good value relative to
other major Australian cities. The spotlight
in 2019 will remain on the pace of recovery
as the Western Australian resources sector
continues to build.

Capa Tomn 38%

Mumbai

Arvind Nandan, Knight Frank India
Although non-residents are subject to
restrictions when buying in India, the
real estate market is opening up, and new
regulations are boosting transparency.
Pricegrowthwaslargely staticin2018(0.3%)
asdevelopers offered discounts to dispose
of unsold inventory. India is now the
world’s fastest growing major economy
accordingto the International Monetary
Fund, with GDP growth of 7.5% forecast
for 2019, and although prices may
soften in the short term due to excess
supply, in the long term we expect wage
growth and strong investment in
infrastructure to bolster demand.

Sources: All data comes from Knight Frank’s global network with the exception of: Tokyo (Ken Corporation); Sdo Paulo and Rio de Janeiro (Fundagéo Instituto de Pesquisas Econdmicas); Oslo (Torbjern Ek); Chicago, Los Angeles, Miami, New York,
San Francisco, Seattle and Washington DC (S&P CoreLogic Case-Shiller); Barcelona (Ministerio de Fomento); Jersey (States of Jersey); Berlin and Frankfurt (ImmobilienScout 24); Toronto (Toronto Real Estate Board);
Mexico (Sociedad Hipotecaria Federal); Stockholm (Svensk Méklarstatistik AB).
Notes: All price changes in local currencies. Data for Cyprus relates to the period June 2017 to June 2018. Data for Barcelona and Jersey relates to the period September 2017 to September 2018. Data for Chicago, Los Angeles, Miami, New York,

San Francisco, Seattle and Washington DC relates to the period October 2017 to October 2018. Data for Abu Dhabi, Berlin, Doha, Dubai, Frankfurt, Rio de Janeiro, Riyadh, S&o Paulo, Toronto and Vancouver relates to the period November 2017 to
November 2018. Data for Stockholm relates to the period 1 January 2018 to 5 December 2018. Price change for Tokyo relates to properties above ¥100m.
Data for Boston relates to downtown condominiums. Data for Buenos Aires relates to new-build properties only.
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RELATIVE VALUES

How many square metres
of prime property does
US$1m* buy in key cities?

G!TY
MONl;CO
HONG KONG
NEW YORK
LONDON
SINGAPORE
LOS ANGELES
GENEVA
PARIS

SYDNEY

~———— 0000
57

o

BEWING ——— —
Toko —— .
BERLIN \ d / 73
MIAMI \i 93
MELBOURNE \*‘ ‘ 7 "/ 97
MUMBAI \, / 100
ISTANBUL \ J / 100
DUBAI \ J / 143
CAPE TOWN \ J / 177

SA0 PAULO \ 200

HUMAN AT SCALE

* Exchange rates calculated at 31 December 2018

Continental shifts
Burgeoning rental demand, limited supply
and, in most cases, buoyant local economies
mean four European cities, led by Edinburgh
(+10.6%) and Berlin (+10.5%) make the top ten,
despite slower growth across the euro zone.
However, as my colleague Oliver Knight
points out, “Edinburgh’s surge follows nearly
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Sources: Knight Frank Research,
Douglas Elliman, Ken Corporation

adecade of subdued growth when the market
reacted to political uncertainty as well as
the introduction of higher purchase taxes.”
In Berlin, Till Brithéfener-McCourt, Head of
Research at our German partner Ziegert, says:
“The city is still relatively young compared
with other European cities and 2019 marks
its 30th birthday as a reunified city. As it

continues to evolve, its capacity for future
growth is significant.”

Once anaemic at best, Europe’s second
home markets have steadied. Lisbon (+6%)
and the Algarve (+6%) are both correcting
after a decade-long downturn. In France,
President Macron’s honeymoon period
may be over, but optimism among prime
buyers shows little sign of wavering. Our
data shows enquiries for French homes
rose by 59% in 2018 compared with 2017.
Of the 11 French markets tracked by PIRI,
only St Tropez saw prices slip lower, albeit
by just -1.5%.

AT A GLANCE

Manila leads

the PIRI 100
for 2018 with
11% annual growth

For sale through Knight Frank - One Blackfriars, London

Safe havens

Capital flight, particularly from politically
volatile emerging markets, continues to fuel
demand. In Madrid, Venezuelan buyers are
being joined by others from Latin America,
while Turkish buyers are active in Germany
and the Middle East. As our second home
ownership chart on page 35 shows, economic
and political volatility seem to be pushing
wealth to new markets.

Interestingly, security concerns help to
explain the 10% rise seen in Buenos Aires.
Interest in more secure new-build apart-
ments has helped push luxury prices higher.

Taking back control

Singapore saw prices rise by just over
9%, marking the high point of its current
market cycle, according to Dr Lee Nai Jia,
our Head of Research there. The city has

been subject to more than 15 macro-

prudential regulations — or cooling measures
- since 2010. 2018 was no exception, with
stamp duty for non-residents rising to 20%.

Auckland (+4.1%), Beijing (+3.9%),
Guangzhou (+2.3%), Hong Kong (+1.8%),
Shanghai (+0.1%) and Vancouver (-11.5%)
also saw policymakers flex their muscles in
an attempt to cool prices. Measures ranged
from aban on the purchase of existing homes
by overseas buyers in New Zealand to a
proposed vacancy tax on new developments
in Hong Kong to higher mortgage rates and
a points-based system for new buyers in
some Chinese cities.

Hong Kong has been defying the odds for
several years now with new price thresh-
olds broken year-on-year but as David Ji,
Knight Frank’s Head of Research for
Greater China explains, 2018 marked a

turning point. “The stock market slid 13.6%,
itsworst decline since 2011, and interest rate
hikes influenced buyer sentiment.”
Vancouver, arguably recipient of the
most stringent regulations in 2018-in-
cluding higher taxes for non-residents,
a speculation and vacancy tax, an empty
homes tax and an increased school tax for
properties above C$3 million - is also still
absorbing the impact of China’s tightening
of capital controls, which up until late 2016
had been an influential source of demand.

NYLON futures

The impact of Brexit has been largely
priced into the prime London market since
the referendum in 2016, with prices in some
neighbourhoods falling by as much as 20%.
However, there is growing evidence of pent-
up demand as buyer registrations build,

Property market update

Bouncing back Buyer registrations
are building for prime London property

HOME FROM HOME

Proportion of UHNWIs owning
second homes outside their
country of residence
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]

65%

49%
46%

35% 35%

17%
15%
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EUROPE 4
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Source: The Wealth Report Attitudes Survey 2019

suggesting that when —orif —adeal isagreed,
there may be a bounce as those who have been
wavering on the sidelines decide to commiit.

The consultation period for a non-resident
Stamp Duty Land Tax surcharge is now
underway but international buyers, particu-
larly those with US dollars (see currency chart
on page 32), may be unfazed by the proposed
1% tax if the pound takes a tumble.

In New York, the State and Local Tax (SALT)
law, stock market volatility and a strong US
dollar, which led some foreign buyers to sit on
their hands during 2018, have compounded
the underlying structural issue of oversupply.
However, as Andrew Wachtfogel, Senior Vice
President of Research and Analytics at our
US partners Douglas Elliman points out, with
Wall Street bonuses expected to be robust in
2019 and mortgage interest rates still near
historic lows, there may be a silver lining.
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COMMERCIAL REAL ESTATE

What, where, why

Knight Frank’s capital markets research team
analyses key commercial property investment
trends with a focus on where private capital

is being spent See our top
investment picks

on page 46

Data analysis by Lily Nguyen, Knight Frank Research

MARKET OVERVIEW

HOW MUCH IS BEING INVESTED?

Amount invested globally into commercial real estate*

US$1.2 trillion

Q32018

1.0 US$907 BILLION

0.8

...

L’ WHERE IS INVESTMENT COMING FROM?

The largest source of cross-border real estate investment capital is North America with the majority of this capital focused on investing within the US,

although Canada, the UK and mainland Europe remain key targets
Top investment destinations for regional real estate investors (in US$)*

TOP LOCATIONS FOR INVESTMENT FROM NORTH AMERICA

Us
362bn

FROM EUROPE FROM ASIA-PACIFIC OTHER
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L' WHERE IS MOST CAPITAL BEING INVESTED?
Local and cross-border invested volumes (in US$)*
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~— WHO'S BUYING?

Commercial property
investment volumes
by buyer type (US$)*

INSTITUTIONAL

385bn

PRIVATE/
UNLISTED

289bn

LISTED/REIT
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.

USER/OTHER

38bn

L’ WHAT ARE THE MOST POPULAR INVESTMENTS?

FOCUS ON PRIVATE CAPITAL

~—— HOW MUCH IS INVESTED PRIVATELY?

Property market update

Private investment in commercial real estate has been rising since 2010. Investors looking to diversify their investments
are attracted by the secure income plus the ability to actively manage the asset to drive further performance

Volume of private capital investments (US$)*

$300 billion

Q32018
$289 BILLION

250

200

L. WHAT DOES PRIVATE CAPITAL INVEST IN?

Volume of private capital investments*
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APARTMENT
35%
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L’ WHERE IS PRIVATE CAPITAL INVESTED?

Top 10 cross-border and domestic investment locations by volume (US$)*

UK HONG KONG GERMANY FRANCE
13bn 12bn 11ibn 9bn
DOMESTIC SHARE: 96% 38% 92% 65% 96%
CANADA AUSTRALIA NETHERLANDS JAPAN SOUTH KOREA
7bn 6bn 6bn 4bn 3bn
88% 51% 81% 97% 100%

L» WHAT’S NEXT?

OF RESPONDENTS SAID THEIR
0 CLIENTS INCREASED THEIR
ALLOCATION TO PROPERTY IN 2018

Source: Unless stated, Knight Frank Research using data provided by RCA

Investment SENIOR OF UHNWIS PLAN TO INVEST IN PROPERTY
vno\:ﬁrsn:;e:y sector ; : : ; ; HOUSING O IN THEIR HOME COUNTRY IN 2019 AND 27%
: : : i i PLAN TO INVEST IN ANOTHER COUNTRY
(US9)* OFFICE APARTMENT RETAIL ; INDUSTRIAL HOTEL : & CARE UNKNOWN

330bn | 202bn | 153bn | 140bn : 62bn | 20bn -— — 22bn Source: The Wealth Report Attitudes Survey 2019

*12 months to @3 2018
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CLIENT INSIGHT

Singapore king

Raj Kumar, arguably Singapore’s most successful
retailer and property investor, chats candidly with
The Wealth Report about real estate, family and
building a legacy

Interview by Nick Holt, Head of Asia-Pacific Research,
Knight Frank

aj Kumar is the owner of Royal

Holdings, which was formed when

he and his brother Asok divided

their Royal Brothers property
business in 2011. His son Kishin is also a
successful property developer, with his own
thriving enterprise, RB Capital.

ROYAL HOLDINGS:
PORTFOLIO HIGHLIGHTS

RB Capital Building, Singapore:
16-storey office building in Raffles

Place, the heart of the CBD

Intercontinental Hotel Robertson

Quay, Singapore: 225-room
luxury riverfront hospitality asset

33 Jalan Sultan Ismail, Kuala

Lumpur, Malaysia: prestige office
building with HSBC as anchor tenant

Park Hotel Farrer Park, Singapore:
300-room hotel in Little India,

managed by Park Hotel Group

Cuppage Terrace, Orchard Road,
Singapore: Malacca-style terrace,

housing popular cafés and bars

Quayside at Robertson Quay,
Singapore: a busy strip of lifestyle,
food and beverage retail outlets
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MOTIVATION AND DRIVE Our family has been here in Singapore for 72 years.
In 1946 (the year before Partition) my dad came to Singapore from India. We travelled
the world after we lost our state, with fire in our bellies and a strong need to survive.

GETTING STARTED I used to help my dad in his shop after school. I made my
first million in the 1970s when I was 16 or 17 years old. I borrowed S$20,000 from my
dad and gave it back within six weeks. I was in the retail business, selling jeans at
my store. By the age of 21, I was opening one new store every month. Eventually I
had 27 stores, and was a relatively significant jeans retailer in the country. I think
people wanted to do business with me because they could see that I was honouring
my word, paying everybody on time, and ultimately leading an exciting and
fast-growing business.

BIG BREAKTHROUGIH Inthe 1980s when I was 25, the markets fell significantly
and interest rates were volatile. Property was difficult to hold on to and we picked up
the real estate of Emporium Holdings, a department store company, for 20 cents to
the dollar, as well as more than 100 other stores including Queensway Shopping
Centre. Knight Frank then brokered us the sale of the basement at Lucky Plaza,
which had 60 stores. That was a huge turning point for our group. I will never forget
Knight Frank. They have been a consistently loyal partner over the years.

SECRET TO SUCCESS We base our decisions on the traditional principle:
location, location, location. We buy where no one else sees opportunity, and we never
sell: we’re like a long-term pension fund. We bought Robertson Quay (now one of
Singapore’s trendiest districts) when it was full of dilapidated warehouses and every-
one thought it was old and irrelevant — but to us, it was a very exciting opportunity.

OVERSEAS OPPORTUNITIES The UK and Australia are the two markets we
aim to focus on in the next few years: the UK because we believe there will be value
due to the uncertainty over Brexit and the cheaper pound; and Australia as it is a
market we are familiar with, having been invested there since the late 1980s.

SECOND HOME I love London, it’s been my soft spot for many years. I want to
spend more time there. Brexit or no Brexit, it’s still going to be relevant.

SUCCESSION PLANNING My son Kishin, who’s now 34, has earned his own
reputation within the real estate sector. He’s been accompanying me to important
meetings since he was 12. He was always asking, “Why?”. He was so hungry to learn
- he still is! When he was about 21 I gifted him a penthouse, but he decided to sell it.
For once it was me asking, “Why?”. He said he wanted to unlock the seed capital to
start RB Capital group, which soon after acquired both 33 Jalan Sultan Ismail in
Kuala Lumpur and the Singapore site where the EFG Bank Building stands today.

MENTORING AND LEGACY I'm not working for money now; I'm working for
passion. I love backing emerging talent and am excited to be helping many new
entrepreneurs to grow. This is my vision for the next five years. My plan is to spend
acouple of days a week finding and spotting talent — people who understand business,
but don’t have the financial support. There is so much talent out there, which is
really positive. This is my life’s calling.

Global wealth trends
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FAMILY OFFICES

TAKING BACK
CONTROL

HOW TO CREATE
EFFECTIVE PROPERTY
INVESTMENT STRATEGIES

Words: Rory Penn and
Thomas van Straubenzee,
Knight Frank Private Office

More and more UHNWIs and their families
are choosing to cut out the middleman
when it comes to their investment portfolios
by setting up a dedicated family office: and
property is no exception.

Ourroles in the Knight Frank Private Office
bring us into daily contact with a growing
number of private investors looking to take
greater control of their property assets. Based
on those conversations, here are some of the
key factors those looking to create a property
investment strategy should consider.

Be patient

Real estate markets are cyclical and
linked to many factors, including the strength
of the economy. Private investors and family
offices can afford to wait for the right point in
the cycle to invest, unlike institutional investors
who can be under constant pressure to deploy
capital. Private investors should wait for the
right opportunities to maximise returns,
avoiding unnecessary market and asset risk.

Don’t chase yield at any cost

With capital appreciation hard to underwrite
in any investment sector at the moment,
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Expert advice from left to right. Thomas van Straubenzee, Paddy Dring and Rory Penn of the Knight Frank Private Office

yield is often the main target. But this may
be found in secondary markets that could
be more vulnerable to any financial downturn,
so don’t chase yield at any cost.

Private investors need to have a clear
strategy - and to accept that it may not be
possible to achieve the same level of diver-
sification as is offered by managed funds.
They must also recognise that there will
probably need to be trade-offs between
yield and growth.

Taking control doesn’t mean going it alone
We have seen an increase in the number of
private investors and family offices looking
to get involved in co-investments or
joint ventures with other private investors or
families. This can help spread risk, create
diversification, open up new sectors and
provide access to larger deals, while still
retaining a level of control.

Your best advisers could be your children

Many emerging property sectors, such as
last-mile logistics hubs, are being driven
by new trends in technology, consumption
and demographic changes. The younger

generation is often more in tune with the “next
big thing”, so getting children involved as
early as possible in the management of
property portfolios is not just part of any
sensible succession plan; it could well prove
to be commercially astute. We have seen
examples of where this has been done well,
and not so well. Relinquishing some control
and sharing responsibility generally creates
the strongest family partnerships.

Finally, keep it simple

Increasingly, governments around the world
are clamping down on investment structures
that, while often perfectly legal, are deemed
to be designed to avoid the payment of tax.
Such structures are often complex and
expensive to set up and may well affect
portfolio liquidity. Tax planning is of course
important, but when it comes to property it
is very often the case that simple is best.

To find out more, email:

privateoffice@knightfrank.com
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INVESTOR OPPORTUNITIES

Changing tack

The one thing investors can be sure of is that
the next ten years won’t be anything like the
past ten. As a decade of experimental monetary
policy draws to a close, The Wealth Report
identifies five key trends to help inform your
future investment decisions*

Words: Tom Bill, Knight Frank Research

0n the move above: The European Central Bank was at the
forefront of the trend for looser monetary policy top right. India
is set to become the world’s most populous country by 2022
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Central banks and supercomputers
should do less of the heavy lifting

The last decade has seen unprecedented
levels of central bank intervention as
countries have attempted to fend off the
effects of the global financial crisis. Despite
speculation that another global recession
may be on the horizon, asset purchase pro-
grammes in the US, UK, Europe and Japan
have largely served their purpose.
However, the withdrawal of quantitative
easing (QE) will require investors to adopt
new approaches, say fund managers.
“What worked for investors in the era of QE
probably won’t work for them in the era of
quantitative tightening,” says Alex Gunz,
manager of Heptagon Capital’s Future Trends
Global Equity Fund. “QE
keptmany companies afloat
that may otherwise have
gone bankrupt.”
But while the Fed and
Bank of England were
tightening monetary policy
at the end of 2018, China
and the European Central
Bank were still continu-
ing to do the opposite; a
divergence that Thanos
Papasavvas, founder and
chiefinvestment officer at
ABP Invest, believes will
benefit investors who are
well prepared.
“It’s not simply that
central banks are nolonger

spoon-feeding investors, they are no longer
singing from the same hymn sheet,” he says.
“Asset allocation will need to become more
tactical and currency analysis will become
more important as central banks diverge.
The way for investors to play this is to be
active rather than passive.”

Passive investments such as exchange-
traded funds have surged in popularity
over the last decade, largely because they
are cheaper than active managers, some of
whom have been underperforming in
choppy markets.

Artificial intelligence programmes for-
mulate trading strategies based on historical
patterns, but some predict that their role will
diminish as QE unwinds. The big problem
with passive investing, says James Beck,

a portfolio manager at
James Hambro & Partners,
isthat “investors own every
company in an index,
good and bad”.

“Investors will increas-
ingly need to do more than
just ‘buy the index’,” says
Maurice Gravier, chief
investmentofficer forwealth
management at Emirates
NBD. “Your competitive
advantage will come from
a combination of active
management and adopt-
ing contrarian positions.
Volatility can become your
friend - provided you do
your homework.”

The hunt for higher returns will produce
more winners and losers

A hunt for yield that began in an era of low
interest rates will continue as central banks
hike rates cautiously and asset prices rise more
slowly as QE is withdrawn.

Given how far the US is along the path
towards rate normalisation, holding US debt
and dollars will become more attractive, says
James Beck. “Cash is becoming an asset class
in its own right again and US treasuries have
become a real return asset again for the first
time in a decade.”

However, the pitfalls for yield-hungry
investors could multiply, Mr Beck warns.
“A lot of discipline has been lost since QE
began as people desperately sought yield.
The result could be a car crash somewhere,
possibly linked to emerging market or corporate
bonds. A lot of people were just happy to get
a return without understanding what was
under the bonnet.”

Investors must avoid put-
ting all emerging markets
into one basket, says David
Storm, head of multi-asset
portfolio strategy at RBC
Wealth Management,
who believes good value
can be found following
stock market declines in
emerging markets at the
end of 2018. “The yield
spread between emerg-
ing market debt issued in
dollars and US corporate
debt looks attractive,” he
says. Thomas Becket, chief
investment officer at
Psigma, agrees. “Asian
equities look attractive
on a long-term view. Val-
uations have reset and complacency in those
markets has reversed to quite a degree.”

PLAYING IT SAFE
Changing UHNWI attitudes to investment risk*

40% 26% 22% 23%

20%

Investment outlook

Infrastructure is another
areaofinterest, says Mr Storm.
“A 6% yield for a global
infrastructure fund is com-
pelling. Demand will be
underpinned by the trend for
urbanisation as countries
upgrade roads, power grids
and switch to solar.”

“Thehunt for higher yields
will take investors outside

]

the mainstream,” says
Andrew Milligan, who sees
diversification as crucial. He
believes that tighter bank-
ing regulations post-crisis
have created opportunities
to replace banks. Examples
of higher-yielding income
streams include litigation

finance, commercial real estate debt, health-

care royalties and asset-backed securities.

21%

LESS RISK AVERSE
NO CHANGE
[ MORE RISK AVERSE

42% 30%

LATIN NORTH AFRICA EUROPE
AMERICA AMERICA

*Respondents were asked how their clients’ attitude to risk had changed over the past 12 months

*Based on interviews conducted in November and December 2018

RUSSIA
&CIS

ASIA AUSTRALASIA

Source: The Wealth Report Attitudes Survey 2019
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INVESTOR OPPORTUNITIES

Geopolitics will become even
more important

Investors should be firmly focused on China,
accordingto Savvas Savouri, chief economist
at Toscafund. “China only began to develop
properlyin 2002, so it turns 17 this year,” he
says. “What do teenagers need? Education.
It’s almost as if they can’t build the student
accommodation quickly enough in the UK
to cope with demand.

“Australia, Canada and New Zealand are
three other economies set to benefit from
China’s economic growth and the associat-
ed demand for commodities. They are first
world countries with no problems around
ownership of natural resources.”

Trade tensions have produced a battle of
wills between the US and China, one which
Thanos Papasavvas believes China would
win - although economic pragmatism
should keep any escalation in check, he says.
“President Trump needs to ensure trade
frictions are not too aggressive ahead of the
2020e¢lection. The Chinese administration can
thinklonger term and there are many levers
they can pull to control their own economy.”

Andrew Milligan agrees that investors
will need to keep a close eye on US-China
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relations. “Who will prevail?
Is it worth a longer-term switch
from the US to China? How
hawkish are the speeches from
the US establishment, and how
high are defence spendinglevels?
These are questions investors
need to ask before allocating
their money.”

For Maurice Gravier, the most
serious geopolitical risk is the
rise of populism. “The level of
public debt in Europe means
governments don’t have the

leeway to find a response to middle-class
anger,” he says.

Mr Papasavvas believes that if govern-
ments do loosen the purse strings, it will
create inflationary pressures, which make
consumer-facing stocks and real estate good
bets for investors. But the bigger concern is
the departure of Angela Merkel because of
her role in holding the EU together, he says.
“Political uncertainty means government
bond yields could rise. Where? In a less
closely-knit Europe, investors will need to
look at the component parts and perform a
credit analysis on each country.”

Elsewhere in the world, Mr Savouri believes
Chinese self-interest will lead to a détente be-
tween North and South Korea, which he says
may give South Korean stocks a competitive
advantage over their Japanese counterparts.

Net gains Vietnam could benefit from US/China trade tensions

Ethical investing will give you
more than a warm glow

The ethical arguments around carbon,
tobacco, plastics and the sustainability
of natural resources have grown louder
in recent years. While this has heaped
regulatory pressures on some industries,
it has also driven the rise of so-called
environmental, social and governance
(ESG) investing.

“Nine out of ten of our younger investors
want to know where they are invested,
which didn’t happen with the previous
generation,” says James Beck. “The good
news is that this desire has coincided
with a period when ESG investing has
become more profitable. There has been
a convergence of conscience and wallet
over the last decade.”

Social media has helped to drive
the trend, says Ben Goldsmith, CEO of

FINANCIAL PLANNING

Is the world better prepared for the next
financial crisis?*

LESS
PREPARED

12%

SAME

19%

*Respondents were asked if they felt central banks and governments
were better prepared for a financial crisis than ten years ago

Source: The Wealth Report Attitudes Survey 2019

Menhaden Capital, an investment com-
pany with an ESG focus. “The world has
become a much more transparent place.
It’s not just consumer-facing companies
that are exposed to this risk but also their
suppliers,” he says.

George Latham is chief executive of
WHEB, an equity investor focused on
“opportunities created by the transition
to a low carbon and sustainable global
economy”. “The point for investors is
not to look at companies that are less
bad than their competitors,” he says.
“Focusing on the subset of companies
actively contributing to solutions is how
you protect yourself. Resource efficiency
is one particularly attractive area. In the
energy, material, industrial and IT sectors,
there is a whole range of different ways
to improve and cut waste.”

The potential danger for investors is
that they find themselves jumping on
a bandwagon, he says. “There is a risk
around company valuations when you

are exposed to growth markets and it’s
an area we need to be disciplined about.”

However, Savvas Savouri believes
moves towards ethical investing, such
as scrutiny of payday lenders, could
inadvertently push capital into legally
grey areas such as predatory lending, as
the returns on offer prove too tempting to
resist. Others believe the rise of ESG
investing could boost demand for what
in future will become fringe activities,
for example petrol-fuelled cars once the
switch to electric becomes more widespread.

Demographic changes as well as
regulation will also present opportunities
for investors, says Da