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1. Introduction

In thinking of the future of the Japanese Style Family Office, I would like to explain
today what the Family Office is and the differences between Family Office in USA and
Switzerland, and finally I would like to propose the possibility of establishing a
Japanese style Family Office in Japan.

The objective of this seminar is to think about the present and the future of the Family
Office. We are going to discuss topics such as 1) what is lacking in Japanese financial
institutions? 2) how can Japanese financial institutions manage Family Office? 3)
what the Japanese Family Office looks like as a future business model? Additionally,
stating examples of USA and European Family Offices and the services they offer, we
would like to discuss the difference between the Family Office and other financial

Institutions.

2. Family Office Overview

(1) Definition of Family Office

Family Office began, to take one example, as the result of complex assets of USD 500
million, acquired by an American, resulting from IPOs. Most private banking
institutions offer lucrative family office services.

In Switzerland 100 out of 250 Swiss families with more than CHF 100 million (10 billion
Yen) assets have set up their own private family office.

Many wealthy people from all over the world live in Switzerland. Of the 20 richest (with
wealth over CHF 3 billion, approximately 300 billion Yen) individuals resident in
Switzerland, most of them are either US citizens or European, there is also a Russian
but no Japanese, on this list.

In Switzerland each canton has its own tax system and most wealthy foreign
individuals are concentrated in cantons such as Geneva, Zurich, Zug and Basel where
there are tax incentives for such individuals.

Another definition of Family Office is that Family Offices offer comprehensive asset

management with a long-term investment horizon for one or several generations of a



family, also often over borders. In general, they look after a family’s entire portfolio.
When they are not able to manage everything by themselves, they buy expert
knowledge according to the family’s needs. This is clearly a “Premium-Service” (selected

service) and not an ordinary service.

(2) Function of Family Office

In Europe and in USA performance after tax will be maximized in an optimal legal
framework, although this is not common in Japan. This means they maintain close
contact with lawyers, tax specialists and asset managers to facilitate complete solutions.
In Japan, wealthy families seek advice from their main banks, but in Europe and USA
they tend to seek advice from consulting companies, lawyers, tax specialists and asset
managers. Independence is also a very important factor. A bank-independent Family
Office is free to choose financial products (funds, structured products) from different
service providers. They can profit from so-called “open architecture” models.

In order to manage large assets, a Family Office can engage a «Chief Investment
Officer» (CIO) who coordinates and chooses specialists from different fields. The «CIO»
chooses the best (fund) managers in each field and creates an investment team.

Private banking business is a very lucrative business with less risk. As Family Office
manages a large amount of assets, they receive regular sizeable fees from their clients.
The bigger the assets, the greater the profits pooled. Consequently the Family Office
can demand special price conditions over the deposit banks and third party providers,
which the private clients themselves could not obtain from the banks. That is why a
Family Office seeks to expand its size.

A single Family Office can be a big Family Office which manages a large asset. On the
other hand, there is the Multi-Family Office which consists of smaller Family Offices.
Banks have to consider whether independent Family Offices are partners or rivals.

The services for wealthy families range from asset management, tax, risk management,
consulting, real estate and legal matters to art collections. As the result of this, the
Family Office is founded to manage and coordinate the wishes of a family.

A Family Office is not a legal concept, but it is established historically. A Family Office
looks after a family and its services also include ad-hoc advice such as schools, leisure,
sports and entertainment (picture 1). These special personal demands tend to increase
the wealthier the HNWI (High Net Worth Individual) is, and therefore it is an
important factor whether the Family Office is competent enough to deal with all of
these services.

The structure of a Family Office becomes more complex when the assets increase

(picture 2). When the assets have multiple and cross-border characteristics, the larger



the assets are, the greater the tax advantages. Here the competence of financial

advisors is required.

(3) Succession Planning and Tax Planning

Succession Planning and Tax Planning are a primary business for the Family Office,
and asset management is an important part of this. Succession Planning and Tax
Planning include asset management, tax advice/tax planning, fiduciary/trustee

functions, estate planning/assets planning and other services.

Asset management includes deposit analysis, investment strategy, selection of

benchmark indices, choice of asset managers and asset management.

Tax advice/tax planning includes national and international tax advice, tax planning,
and coordination in the implementation of projects with the focus on tax aspects, second
opinions relating to tax matters, advice concerning residence location and lump sum

taxation schemes in Switzerland, advice concerning residence transfer abroad.

Fiduciary/trustee function includes founding of companies and residency permission,
company administration, accounting and consolidation of client accounting, financial
accounting/ debtor-creditor bookkeeping, tax administration and insurance advice.
(Trusts are not recognized in Switzerland because it does not apply Anglo Saxon law,

but most trusts in the world seem to be managed in Switzerland.)

Estate planning and asset planning include estate advice for wills and contracts of
inheritance according to Swiss law, testament execution according to Swiss law, asset
optimization by means of trusts, companies, family foundations and similar
instruments, formation and management of mutual foundations and advice on marital

property regulations according to Swiss law.

Other services include assistance on purchase or sale of art objects and collections,
assistance on purchase or sale of private property, assistance with searching for suitable
insurance providers and products, assistance on purchase or sale of a company,
assistance with coordination and execution of initial public offerings (IPOs) and dealing

with emergency situations.

3. What is Family Office?
(1) Japanese Family Office



The following is an extract from my Dissertation “Swiss and Japanese perceptions of
financial consulting services to Japanese High Net Worth Individuals”. T have been
working for almost 20 years offering services for European advisors, Japanese clients
and Japanese advisors, and coordinating services between them. I understand the
feelings and the ways of thinking of both European and Japanese, but I have always felt
there are misunderstandings and gaps between them. That is why I decided to write
this dissertation, summarizing these issues systematically in order to help your
intercultural understanding.

Family companies play a very important role in the Japanese economy. Some 95% of
Japanese companies are family companies and approximately 40% of the listed
companies are family businesses. Comprehensive consulting to wealthy families is
becoming increasingly important, not only in Japan, with Family Offices playing a
major role.

There are already private banking services in Japan but Family Office services remain
rare. Even those who offer private banking services do not understand the Family Office
service very well. When I wrote my MBA thesis “Private Banking Business for Japanese
Financial Institutions in Switzerland” in 1997, the term “Private Banking” was
unknown in Japan. After 10 years, everybody knows about it. I think the term “Family
Office” will be well known in Japan in 10 years’ time.

One difference between the two types of service is that private banking services are
provided to earn money for the bank though serving clients, while family office services
focus on serving wealthy families.

The idea of family office services originated in the USA in the 1980s. Traditionally, they
had their origins in administration rather than in managing family affairs, but

gradually assumed a greater role in wealth management. According to Northern Trust
Corporation,'Family Office’ is defined as a ‘formal centre for managing and preserving

family wealth’.

(2) Swiss Private Banking Overview

As an example of services offered in Switzerland, I will introduce to you the private
banking services and asset management services of Ernst & Young, Switzerland.
According to the literature produced by Ernst & Young Research Department, using
public information, clients are divided into 4 categories ( ultra high net worth investors
UHNWI, high net worth investors HNWI, institutional clients and onshore/offshore
clients) and services are provided according to these categories.

UHNWTI clients own from more than USD 30 million up to several billion and require



the specific individualized services of private banks. The majority of HNWIs have
between USD 1 million to USD 5 million. They lack the necessary financial resources to
profit from their own Family Office solutions and invest in standardized investment
products. A third of offshore capital is pooled in Switzerland and there are many family
offices owned by foreigners resident in Switzerland for tax purposes.

The products they offer are standard products such as bonds and equities, alternative
investments, Family Office and open architecture. Family Offices ensure that complex
assets, in particular large family assets, are permanently monitored and managed.
Most private banking institutions in Switzerland offer lucrative family office services.
Best in class is a combination of open architecture and provided-in house or bought in.
The private banking institutions combine their own products, which are best in their
class with best in class products from other competitors. A best in class business model
guarantees that the clients should get only the best products. In the fees concept, the
client mainly pays advisory fees such as for consulting services, or they mainly pay a
commission per transaction. There are several distribution channels and the new
private banking generation wants to use all those available such as internet and mobile
banking.

There are 4 main bank types which offer Family Office services. The first type is
traditional private banks. Private banks are limited partnerships, with managing
partners jointly and severally liable for their commitments to the full extent of their
personal assets. The other banks are foreign owned banks, big Swiss banks and wealth

management banks.

(3) Characteristics of Family Business

The following is an extract of the seminar materials from IMD Business School in
Lausanne (IMD: International Institute for Management and Development, Lausanne,
Switzerland).

There are also difficulties in family business from the point of view of the Family Office.
These difficulties are, for instance, inability of those in power to "let go”, sibling rivalry,
differing family member interests, inheritance taxes, inability to attract excellent
non-family management and changing business conditions. We can observe these
characteristics also in Japan.

Factors helping family businesses continue and prosper are an independent Board of
Directors, regular family meetings, creation of a family constitution, work experience of
successors outside the family business, use of a family business consultant. To continue
family business, there are formal family vehicles such as family constitution,

employment policies and family foundations. Applying Family Office is also very useful.



However, as the family business passes to the next generation, owners’ stocks held are
decreased and the relationship between the family members also decreases. The family
advisors have to adapt to the new needs of the family and deal with the new situation.
The family advisors should deal with this new situation (picture 3). When we compare
the family firm with a non family firm, we can see the clear characteristics of the family
firm (picture 4). The purpose of the former is continuity and that of the latter is

maximizing the near-term share price. Their needs are different.

4. Western Family Offices

(1) US Family Office

A Family Office is often created after the sale of a family business or the realization of
significant liquidity. A Family Office could be anything from one person to a large
company with 300 employees. The Family Office team typically consists of highly skilled
asset managers as well as lawyers, accountants, tax specialists and other specialists
who manage these specialists.

North American Family Offices go back to the beginning of the 19th century. The
wealth management industry is increasingly competitive, and in order to remain viable
it should make an effort to transform itself. This can be achieved through out-sourcing
to independent experts in the field or through the development of large global firms
with a wide range of expertise.

The notion of the Family Office is not always clearly defined and sometimes becomes
synonymous with private banking, or it just means looking after the family except in
financial matters.

In the USA there is a Family Office network called FOXExchange. Financial advisers,
including accountants, bank and trust company consultants, insurance providers,
investment banks/brokers, investment consultants and managers are registered. The
tasks of the FOXExchange are not only financial services but also complex and
comprehensive services.

FOXExchange describes itself as being an independent provider of professional services.

(2) European Family Offices

In Europe the term “Family Office” was not used and independent private banks
provided similar services to wealthy families. During the last ten years, however, the
banking industry has undergone major changes, such as mergers, acquisitions, and
consolidations in order to increase profitability, resulting in a sharp decrease in the
number of small, independent private banks.

Private banking services of big banks to wealthy families are no longer the same



advisory services offered by traditional small private banks. For this reason, the term
‘Family Office’ has also been introduced in Europe to avoid confusion with private

banking.
The first Family Office was set up in Europe at the Bank Pictet & Cie in 1998. The first
private bank was also established at Bank Pictet & Cie in 1805. You can see how new

the notion of the Family Office in Europe is.

5. Family Office vs Bank
(1) Qualifications necessary for the Family Office
Family Office provider rankings show that there are European and American banks in

the top ten for 2006. There are not only big banks but also some private banks.

Best provider of Family Office services — globally

2006 2005
1 1 UBS
2 2 Pictet & Cie
3 3 JPMorgan Private Bank
4 4 HSBC Private Bank
5 6 Citigroup Private Bank
6 8 Coutts
7 7
Credit Suisse Private Banking

8 5 Goldman Sachs

- Fortis Private Banking
10 9 Rothschild

Family Offices and banks play a key role in wealth management and the selection of
appropriate advisors is paramount. Now we are going to look at the skills such advisors
require as well as the role expected of these financial institutions.

The person who administers and oversees the team of specialists on behalf of the client
was traditionally selected from among a senior member of the family, an independent
trustee, or head of the family office or a private bank. However, the tasks of a Family
Office are becoming more complex and have diversified into several specialist areas. A
limited number of specialists, such as a lawyer working with a private banker, cannot
handle the range of requirements anymore. Therefore, the role of the Family Office is

changing more into that of a supervisor or coordinator of specialists who understands



the needs of the family.

(2) Qualifications needed by Family Office providers

According to an advertisement on the website for the post of director of a Family Office,
the qualifications needed are as below.

“The suitable candidate will be a multi-tasker, possessing great energy, leadership and
managerial skills. Ability to organize people, tasks and events with appropriate
etiquette is crucial. They must be personable, hard working and discreet with excellent
verbal and written communication skills. Experience is preferred, but talent is the
prerequisite.”

An extensive knowledge of law, tax and investment management combined with
business management experience is required to run a Family Office. For multi-Family
Offices, communication skills are especially required in order to outsource highly

qualified specialists as external advisors and create and manage the team with them.

6. Current Situation and Problems of the Japanese Family Office

(1) Advantages and disadvantages of European and Japanese advisors

In order to be able to analyze the current situation of Japanese Family Office, we have
to look at both the advantages and disadvantages of European and Japanese advisors.
The European advisors can offer independent advice and better understand the
technical aspects of the international services provided. However, they may have
difficulties in understanding Japanese characteristics, such as high context
communication, and spiritual values.

The advantage of Japanese advisors is that they seem better able to build trusting
relationships with their clients because of the homogeneous culture and their
understanding of Japanese characteristics. The disadvantage will be that they may
have difficulty in understanding the relationship with authorities in Europe dealing
with international issues. As a result of tight government controls, there are certain
difficulties in giving independent advice. They appear to be weaker when it comes to

advising future generations of wealthy Japanese families than European advisors.

(2) The result of questionnaires from advisors in Japan and in Europe

In thinking about the issues of Japanese Family Office, I would like introduce the result
of questionnaires from 100 advisors in Japan and 100 advisors in Europe, which I
conducted in the past.

I researched the situation current at the time and problems of Japanese Family Office

according to the professions of the respondents. For important advisory services for



wealthy Japanese which are currently not available in Japan, the technical aspects
such as lack of product variety were the most important issue (picture 5). However,
these results show that these are as much a problem in Switzerland as they are in
Japan.

As critical issues of wealth management for Japanese families/Japanese respondents,
both Japanese and European advisors responded that the intercultural aspects of the

Japanese were most important (picture 6).

(3) The characteristics and problems of Japanese systems

The following is the summary of opinions of 58 interview participants out of 84
questionnaire respondents. The problems of Japanese systems are strict government
controls, high taxes and complex tax law, lack of experience and understanding of
international investment opportunities by Japanese advisors, misunderstanding of
Swiss-style private banking in Japan, lack of understanding of international tax and
law, different attitude toward tax optimization and tax fraud, difficulty of being rich,
language problems and lack of cultural understanding by Western advisors and serious

social problems (aging Japanese population).

(4) The important advisory services which are currently lacking in Japan

These are lack of bank secrecy, lack of a comprehensive range of financial services, lack
of information about overseas possibilities, lack of access to overseas services
(international trust, foundations, life insurances and estate planning) and lack of
know-how about international financial services by Japanese advisors. Another problem
1s that western advisors have a wide range of know-how of financial services, but lack
the understanding of Japanese financial and legal systems. Further, they
acknowledge the difficulty in establishing relationships built on trust between Japanese

clients due to different language and culture.

7. Essential Conditions and Success Factors for the Japanese Family Office in the
Global Market

(1) Important issues of wealth management for wealthy Japanese

The Japanese are reluctant to change and tend not to talk about money. They dislike
tax planning, often thinking it wrong to talk about potential tax savings. Therefore, we
need to introduce new ideas slowly and carefully to them. Japanese would welcome
Swiss bank secrecy and confidentiality, but investment opportunities have to be legal in
Japan.

Western advisors have to adapt to Japanese requirements. They have to understand



the Japanese implicit, indirect and high-context communication culture. They have to

make an effort to reach mutual understanding and to adapt to Japanese requirements.

(2) Success factors for important advisory services and 5 characteristics which should
be considered

When the Family Office is established in Japan, we can refer to the success factors for
important advisory services in Europe. These are assurance of bank secrecy and
anonymity, understanding of the history and detailed know-how of banking and
applying it, long and wide-ranging experience and competence of advisors

When advising wealthy Japanese, the following 5 characteristics should be considered:
these are technical aspects, independence of advice, trust between advisors and clients,

Japanese own culture and consideration of future generations.

8. Conclusion

Family Office is a package of premium services and a premium personality is essential
for offering such services.

The person offering services should be a premium personality, gregarious, trustworthy,
having the “Banto” factor, well-mannered, cultured and international. In addition to the
necessary technical factors, personal factors are even more important.

The ideal premium personality in Japan would be the person who combines
traditional, conservative and modern values, has their own culture as a Japanese, but
can deal globally. They have substantial knowledge, experience, personality and
networks and can use their ability with synergistic effect. They are capable of applying
and combining these qualities.

The paramount quality of the Family Office advisor would be acting according to the
universal sense of values with the ability to adapt and develop.

Because this is a new service in Japan, they should lead the Family Office with a
pioneering spirit. A Family Office advisor should not be tied with historical, political
and economic barriers (financial institutions, authorities) and should act independently.
They should think more freely and openly and should act globally when making
decisions. In order to enjoy such independence, an autonomous team is necessary and
the services provided should be innovative and entrepreneurial.

Wealthy Japanese should take advantage of the special qualities of Japan, and enjoy
their life to the full. They are desirable for actively engaging with society.

Because UHNWIs are very busy people, Family Office has a duty to support them.

In order to carry out this requirement, qualification systems such as CIWM (Certified

International Wealth Manager) should be introduced and institutions with the same

10



interests should be established. Finally, Japanese training opportunities should be

developed with awareness and a sense of values.

Q&A

Q: Please tell us what kind of services Western Family Offices offer to wealthy families
and how they make a profit. Also please tell us what kind of business schemes Japanese

Family Office should offer in order to be profitable.

A (Dr. Suzuki): The ideal form of a Family Office would be an office of a group of
specialists which looks after the large assets of wealthy families as a whole. However, if
the family assets are not large enough, it might be difficult to receive enough fees in
order to employ specialists in different fields and to run the office. For this reason, each
financial institution should decide its target level and should form the Family Office
according to these criteria. Some Family Offices outsource legal issues and others offer
comprehensive services such as asset custody, asset management, consulting, risk
management, real estate, legal issues and art collections. Banks can comprehensively
combine all of the services they already offer in their banking business and define the
services they can offer. Banks can have an internal Family Office or can establish one

independently and employ the necessary staff.

Additional explanation: Pictet Financial Management Consultant

Managing Director, Private Financial Asset Director, Mr. Motoyasu Yukawa

The target clients of Pictet have available custody asset amounts of at least 10 billion
Yen. The choice of clients is already established according to this criterion. Assets of 100
billion Yen would be, for instance, on the scale of a financial institution. Pictet defines
the Family Office services as a business which manages assets of 100 billion Yen. The
services Pictet offers are asset custody and asset management services. With asset
custody services, the major issue is how to diversify the asset. This is followed by the
allocation of the assets and asset management. When we invest 100 billion, for instance,
we allocate the asset to 10 best in class managers. We decide the proportion of the
investment, for instance, 40 % for stocks and bonds, 20% for hedge funds, 20% for
private equities and 10% for cash and so on, and choose the best managers in each field
from all over the world. Then we monitor the daily behaviour of each manager. We
monitor the whole investment risk, diversification of the areas, currencies and asset
class and analyze them. Thus our main business lies in asset custody and asset

management. The asset management services include allocation of assets, selection of

11



managers, control, monitoring and final reports to clients.

We charge fees of 0.4 to 0.5 % on the asset balance. There are also non financial services
in Family Office services. Pictet cannot always offer all of these services to clients and
for this reason we have external specialists for specific fields. In our Tokyo Office, for
instance, we offer 5 non financial services (non financial asset management such as tax,
legal issues and real estate, education and health) all in cooperation with external first
class managers. In the Head Office in Switzerland all of these services are included in
our Family Office. It is important to note that we select external non financial service
providers when we need to co-operate with external service providers. In Japan this

applies especially to the area of education for the next generation.

Q: When offering non financial services in Japan, it seems difficult for banks to charge

fees to clients. Could you tell us how you deal with that?

A: (Mr. Yukawa) Offering non financial services and charging for them is sometimes
illegal. For instance, when an investment advisory service provider does not have a
relevant license, they are not allowed to act as a broker. Therefore, almost all of the non
financial services offered by a Family Office are free of charge in Japan. We can only
introduce relevant specialists to our clients. In Switzerland, however, apart from asset
management fees on the asset balance, a Family Office management fee of 0.1% is
charged. The source of the fee for Family Office services should be derived from
optimum return on the assets. Further, concrete services should be structured. The first
thing Pictet in Switzerland does is to establish the status of the client, which is quite
impossible to do in Japan The task of a bank as a Family Office provider is to maximize
the post tax income of the clients. This means deciding which country he should reside
in as a tax payer. It is not well known in Japan, but in Europe the tax rates differ
according to the selection of the place of residence. The income tax in canton Geneva is
50%, whereas some cantons levy only 10%. Furthermore lump sum taxation is very
important in Switzerland. Someone can negotiate a tax agreement with a tax authority
which allows him to pay the upper limit of the tax amount, and he does not need to pay
more, whatever his global income. If someone decides to reside in Switzerland, the
Family Office offers all of the necessary services such as looking for an adequate house,
dealing with a tax authority, establishing a subsidiary holding company to maintain his
status and so on. Thus, you do not need to engage lawyers, judicial clerks and
accountants separately and you will be able to find everything from your favourite suits
to a maid for your house. For such a one-stop convenience service, a 0.1% Family Office

fee 1s not necessarily expensive for these very busy, wealthy people.
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Pictet & Cie has 250 private bankers in Geneva, but there are only 35 top class advisors
who can offer Family Office services. They can deal with all of the different kinds of

services promptly. These people are really the elite among private bankers.

Q: T would like to ask about the structure of a Family Office again. We learnt that the
first Family Office was set up in Europe at the Bank Pictet & Cie in 1998. Is it a
separate entity from Bank Pictet or is it the name of the Family Office team inside the

bank? Could you tell us about its structure, please?

A (Mr. Yukawa): The Family Office was originally founded in USA and it has a long
history there. Super rich families such as Vanderbilt or Rockefeller founded the Family
Office and they have strong power. In fact, Pictet received an enormous amount of
money from such US Family Offices as an asset manager and realized that it was very
lucrative and thought such a business would also be necessary in Europe. Wealthy
European families were relatively big and each family had a small Family Office
structure for the family, but they had no connection with each other. In USA in the
1980s, some big Family Offices began to sell their services to external wealthy families.
Pictet & Cie started the Family Office service inside the bank in 1998. Other European
financial institutions followed, and private as well as universal banks started their own
services. These are similar to Japanese private banking departments, and I believe
Japanese banks will start Family Office services in 5 to 10 years’ time. However, for a
Family Office in Japan, whose task is to maximize post tax income, the tax issues and
how to negotiate with tax authorities would be critical issues. It would be very difficult
to thematize the maximization of post tax income under the current Japanese tax

system. We believe the only way to deal with it is to outsource the tax relevant issues.

Additional explanation: L.P.L. Japan Securities Ltd. President, Mr. Takashi Yoneda

As a typical Swiss characteristic we have heard about the negotiability of taxable
income in Switzerland. That is possible because Switzerland agrees tax treaties with
many countries in the world. If someone is qualified to be a Swiss resident, he is no
longer a resident of the counterpart country of the treaty. Even if he has Japanese
nationality, his tax issues are not subject to Japanese taxation and, apart from the
Permanent Establishment issue which might cause him to be taxed in Japan, his Swiss
taxable income is regarded as global income. The tax treaties are international treaties;
therefore, if one country does not abuse the treaty, you cannot reject it. Accordingly,
involving tax treaties is good tax planning. Because tax haven countries cannot agree

tax treaties with other countries, one third of offshore money is pooled in Switzerland.
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A: (Dr. Suzuki) I would like to further explain lump sum taxation. Many celebrities such
as first class athletes, film stars and big entrepreneurs move to reside in Switzerland
for tax purposes under lump sum taxation agreements. If a high income individual
earns global income and he buys or rents a house in Switzerland in order to become a
resident, the taxable income is an amount of 5 to 8 times its rental value and is
regarded as global income. He can also decide which Canton he would like to reside in
with that income. It is an incentive tax system because this taxable income is regarded
as the global income. To explain more concretely, the higher the figure of the rental
value and the Swiss income is regarded as the global income. Swiss income can be
dividends or something similar, but the private banker tries to arrange the portfolio so
that the Swiss income does not exceed the rental value. Switzerland encourages
wealthy foreigners under this tax incentive. A tax resident has to live in Switzerland for
more than a half year, but if the house is well kept, the authorities do not investigate

too closely.

Q; Does the above information also apply to Japanese? Is there a concrete example?

At (Dr. Suzuki) According to the regulations, a resident should live in Switzerland for
more than half a year. But even if a resident lives there for less than that period, he will
not be penalized. On the other hand, if a resident lives in Japan for more than half a
year, the Japanese tax authorities claim that he is a Japanese resident. Therefore, he
cannot live in Japan for more than half a year. I cannot say how many wealthy
Japanese actually live in Switzerland, but they do. Japanese also live in England and in
Monaco. Compared with European or American people, there are relatively few though.

They could have property in Japan or not.

Q: In issues like restructuring or succession, there could be conflicts between the
owner’s benefit and that of his company. Could you tell us how the Family Office should

behave in such a situation?

A (Dr. Suzuki): If you offer services from the point of view of a bank, you should think of
the profit for the bank. However, if you serve clients from the point of view of a Family
Office, you should think about the family. But when we have to think of both the profit
for a family and the profit for a company, we have to consider the differences between
the generational needs. For the first generation, the family and the company have the
same values. As the generations pass, their values change. Consequently each

generation might need its own Family Office. Also, we sometimes need an efficient
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advisor who manages conflicts between generations and helps the family to prosper in a
neutral position. The company owners also have their concerns. They have raised the
status of their companies by listing the company and they have made an effort to satisfy
their shareholders. On the other hand, because the owner and his company have parted
from each other, they have lost the family constitution and its roots. Now they are
thinking that it would be more successful to continue their business as a family
company and re-privatize the company. The listing costs are high and there used to be a
trend that a listed company was recognized as a first class company. Now the trend is to
let the value establish itself.

Q: Could you tell us about the main current business topics?

A (Dr. Suzuki): I work in Switzerland for Japanese companies and their owners.
However owners do not necessarily do their business only in Switzerland. Consequently
I do not always advise them in a capacity limited to Switzerland. Japanese company
owners often possess real estate and company shares. I propose a scheme of
restructuring to them. Japanese financial institutions could co-operate with us by

proposing to them a scheme considering tax effects and increased cash flow.

Q: Could you tell us how many Japanese live in Switzerland, please?

A (Dr. Suzuki): There are approximately 7°000 to 8000 Japanese, including wealthy
Japanese. This includes Japanese women who are married to Swiss. There are no
statistics on wealthy Japanese people. There is one Japanese man who claims he lives

in New York, but his actual tax residency is in Switzerland.

Q: If you offer Family Office services at one of the Japanese banks, what kind of
business model would you like to set up?

A (Dr. Suzuki): According to the asset volumes we target, we can decide our services and
fees. There are independent asset managers in Switzerland, and we can apply an open
architecture model. They make the best use of their strengths and consider the asset
size and propose a service and fee structure. In Japan, I believe the business concept
where an independent private tax specialist works together with global tax advisors is a
promising one. In fact many tax specialists who know the family and business situation
of their clients very well introduce them to me. It would be ideal to make an
independent Family Office with family assets of more than 50 billion Yen, but we could

also make a Family Office with 10 families with lower assets.
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