
Perspectives on Private Wealth:  
A Discussion with Jean L. P. Brunel 
By Scott Welch, CIMA® 

A reprinted article from September/October 2022

© 2022 Investments & Wealth Institute®. Reprinted with permission. All rights reserved.



FEATURE 

5INVESTMENTS & WE ALTH MONITOR

SEPTEMBER
OCTOBER

2022

concerns about geopolitics have moved 
from peripheral to front and center. 

Welch: Is there any consensus with the 
families you serve on environmental, 
social, or governance (ESG) investing or 
digital assets? How important are these 
ideas to how your families are investing?

Brunel: There is no rule I can discern, 
probably because our sample is quite 
small and likely not representative. Yet, 
within that limited scope, you have the 
full spectrum, from fully ESG and digi-
tal, to eschewing them both. I am seeing 
more literature arguing that ESG may 
not produce the alpha that was (wrongly 
in my view) promised. I feel and argue 
to them that ESG is not a case of a ratio-
nal investment decision and more of a 
personal moral perspective. Digital 
assets have raised more of a love or hate 
reaction. Some swear by them, while 
others stay away from them.

Welch: We’ve had some pretty remark-
able returns in the capital markets over 
the past few years, though we may be 
giving some of that back now. Given 
that many of your families hold taxable 
wealth, I would think that rebalancing 
the portfolio and tax management of 
that rebalancing would be a top-of-
mind issue. What are you telling them?

Brunel: It is a top-of-mind issue, 
though one that is not easy to imple-
ment. Other than systematic loss 
harvesting, which became a rarely valu-
able strategy after so many years of bull 
markets but may offer opportunities 
now, many are left having to view 

Portfolio Managers. Please catch us up 
on what you are up to these days. I’m 
assuming you remain active with the 
wealthy families, as you always say,  
“you are privileged to serve.”

Brunel: Our wealth management 
consulting business continues although 
we are gradually reducing our activity, 
which has principally meant not working 
to replace clients who no longer need 
our services.

Welch: What is on the minds of wealthy 
families these days? What are their 
concerns and where do they see the 
most opportunity? How are they allocat-
ing their portfolios? 

Brunel: It seems as if they are caught in 
a bit of a bind. On the one hand, most 
have adopted quite long-term policies 
with a view to serving, for one of them,  
a minimum of six further generations. 
At the same time, the illiquidity they 
have accepted has produced outsize 
returns for them, though it has in fact 
compounded the initial illiquidity of 
their portfolios. Combined with the fact 
that unrealized gains have mounted in 
the public portfolio, they now feel that 
any move will be costly. Yet, they agree 
that we have seen a momentous change 
at the Fed; it has moved from quantita-
tive easing to quantitative tightening, 
from a loose reliance on data for policy 
setting to a data-guided policy (there-
fore backward-looking), and from 
providing an implicit equity market put 
to seeming indifferent as to where equity 
prices go. This is causing a lot of head 
scratching, all the more so because 
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Welch: Thank you for agreeing to speak 
with us, Jean. It is always a pleasure, 
and we would feel remiss if we didn’t  
get your thoughts on what’s going on  
in private wealth today. You’ve had a 
tremendously successful career in wealth 
management, you remain the co-editor 
of the Journal of Wealth Management, 
and you are, of course, the author of  
two of the seminal reference books in 
our industry, Goals-Based Wealth 
Management and Integrated Wealth 
Management: The New Direction for 
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mean-variance optimization, the notion 
of asset allocation to begin with, etc.)?

Brunel: Tough question as we are going 
through a mild editorial change. We 
have decided to focus more on pure 
wealth management issues, leaving 
aside all but the most critical highly 
specific considerations. Yet, we see a lot 
of interest in tax awareness, a lot more 
than in the past, as well as more interest 
in leading-edge planning issues, focus-
ing on the need to integrate the various 
dimensions of wealth management.

Welch: As you look into the future, what 
do you see for the wealth management 
industry? Specifically, what do you 
believe will represent best practices, 
from both an investment and client-
service perspective?

Brunel: I do not have a broad enough 
clientele to offer insightful comments.  
I sense that the focus on advising clients 
in a holistic manner is gradually taking 
over what one might call pure product 
sale or structuring. Within my limited 
universe, where asset totals always 
exceed $100 million and run into the 
billions, I have seen increasing caution 
with the least tax-efficient and most 
costly alternative strategies. In fact, I am 
concerned that the process has run too 
far too fast, in the sense that many of 
these alternative strategies may be most 
useful and rewarding when traditional 
long-only markets do not move up 
unidirectionally. Add to this the relative 
propensity for illiquid investments (could 
this be related to their stellar recent 
performance?) and I worry that some 
thoughtful rebalancing may be needed.

Welch: You’ve been very generous  
with your time and on behalf of the 
Investments & Wealth Monitor I’d like  
to thank you, as always, for sharing your 
expertise. As one last question, is there 
anything we haven’t asked about that 
you want to mention or discuss—any 
final words of wisdom?

though not strictly in line with the full 
concept, are effectively applying the 
principles to achieve their goals.  
A family, for instance, is sold on the 
concept of “a bucket per goal,” but 
instead of investing each goal in some 
form of a balanced portfolio with more 
or less risk, has in fact adopted an 
approach that focuses on four individual 
investment strategies, besides their cash 
reserve holdings: (a) expense defeasance 
over the next five years, (b) inflation 
protection for that portion of the portfo-
lio, (c) capital preservation comprising 
both expenses for years six to 10 and 
provisions against events that will 
happen and cost money but with no real 
sense of timing (estate taxes in particu-
lar), which comprises fixed income, 
inflation-protecting assets, and modest 
protection against dollar weakness, and 
(d) long-term growth, which is split into 
public and illiquid markets. 

I welcome the move because the whole 
effort was meant to marry clients to their 
assets, recognizing that they have multi-
ple goals, multiple time horizons, and 
multiple sensitivities to missing a goal. 
Once that is done and the buckets are 
appropriately sized, the way the family 
allocates assets within the buckets is 
considerably less important in my view.

The leading edge for me is work being 
carried out on the role of insurance prod-
ucts in such an allocation to deal with 
longevity risk in the expense defeasance 
portfolio when the risk exists that assets 
could otherwise run out or the need for 
what would appear to be an excessively 
conservative policy looms. 

Welch: Perhaps this is a slight side-bar 
question, but where does the research 
seem to be focusing these days in the 
articles submitted to the Journal of 
Wealth Management? Are people 
continuing to try to push new boun-
daries, expand on existing ones, or, 
perhaps, given the increasing complex-
ity of asset classes and strategies, even 
challenge accepted industry standards 
(e.g., modern portfolio theory, 

accepting some capital gains tax as 
being like the cost of insurance. Though 
insurance is much too strong and there-
fore an inappropriate word, the concept 
is that diversification remains their best 
long-term risk management tool. That 
this may impose the pain of taking 
certain gains is accepted as inevitable.

Welch: If I am correct, I would guess 
many of your families hold private or 
illiquid investments. How does that 
factor into the overall asset allocation 
process? Specifically, and this is some-
thing I always like to ask, how do they 
fund those positions?

Brunel: For those clients who use them, 
they are privileged to be in a self-
funding mode. The allocation to them 
ranges from a low of 20 percent to  
a high of 60 percent, this latter being  
in a family whose assets are very large 
and who consumes (including charitable 
giving) less than 1 percent of the wealth 
annually. The most challenging question 
at present is more about how to main-
tain relationships with the best manag-
ers when they, the families, are trying  
to cut back on their past performance-
driven overweighting. They know that 
they need to re-up with their best 
managers but are confronted with  
(a) the fact that managers launch new 
funds much more quickly, (b) a percep-
tion that valuations are stretched in 
many places, and (c) their need to take 
some cash out of the sector. Many are 
currently using the excess of distribution 
over annual commitments to rebalance 
portfolios toward higher liquidity.

Welch: Given the work you’ve done on 
goals-based investing and integrated 
wealth management, please share with 
us your current best thinking on these 
topics. How has either your thinking or 
the state of the industry evolved since 
you wrote your books?

Brunel: I am still as convinced as ever 
that goals-based investing has to be a 
part of the answer. I have observed fami-
lies create variants over time which, Continued on page 18 
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professional can help the family manage 
project deadlines without leading to the 
types of intra-family skirmishes that 
might otherwise arise. 
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more sophisticated topics depending 
on the group’s financial literacy.

 A Family mission and values. At the 
first meeting, the goal may be to 
define an overall mission for the 
group. Come prepared with some 
examples or ideas based on the tenets 
you are most familiar with. Encourage 
family members to share stories about 
their history and their experience with 
finances: What were your first memo-
ries of money? What are your stron-
gest memories regarding financial 
decisions? What are your financial 
worries or fears?

 A Wealth update. The most important 
aspect of the meeting will be sharing 
information about the family’s 
finances and long-term wealth goals. 
Prepare a “state of the family” presen-
tation with easy-to-understand 
graphics and terms.

 A Roles and responsibilities. From 
managing future family briefings to 
taking leadership roles in everyday 
wealth management, this is the time 
to gauge interest and discuss how 
others in the family want to engage.

STEP THREE
End with action items. At the end of a 
family briefing, you may want individu-
als to walk away with specific roles or 
action steps that you as an advisor can 
help facilitate. Keeping interactions 

medicine and another wants to start a 
business, be an artist, or learn a trade? 
In any of these situations, do you 
provide for them differently? Fairness is 
subjective, and it allows for flexibility. 
It’s fine if everyone does not have equal 
control. Maybe it’s most fair to have the 
child who is a conscientious Type A 
attorney be a trustee or to let the child 
with an interest in art manage the sale of 
a collection.

HOW TO HAVE A FAMILY WEALTH 
BRIEFING IN THREE STEPS
STEP ONE
Set the scene. Help your client decide 
on some important logistics: Where will 
the meeting be held? Who will be there? 
Should the invite come from you or the 
client? What about family rifts, blended 
families, or in-laws? The details matter, 
so carefully think through the planning 
of the event from a generational wealth 
management standpoint.

STEP TWO
Have an agenda. Define goals for the 
meeting and what you want to cover 
beforehand. What to cover will depend 
on the family, but you may consider 
some or all of the following:

 A Financial education and responsible 
wealth management. Start with smart 
money basics and prepare to cover 

Brunel: My main issue returns to what I 
see as a bit of a current disease, although 
it developed through time: the replace-
ment of facts by narratives. Whether due 
to the social network concept or simply 
to the fear caused by the huge amount  
of data available, I have seen themes 
develop that at the time made relatively 
little sense, confusing hope and reality. 
In fact, I have several times seen asser-
tions that were simply claiming incorrect 
facts. Yet I have found my own client 

interaction made more difficult as, in 
particular but not solely, the younger 
generations seem to be missing both 
some of the software to process facts  
and most of the data representing facts.  
I believe that it makes the task of family 
offices ever more complex and difficult  
as they must (a) convey opinions and 
explain actions that conflict with several 
of the currently prevalent opinions and 
(b) try to provide education in an envi-
ronment where they must walk a very 

tight line between educating and not 
attacking current wisdom. I view this  
as all the more important because my 
own view is that we have spent the past 
decade or more experimenting with theo-
ries and strategies many of which seem 
to me to have flaws, a few quite deep, 
others thankfully less so. 

Contact Jean Brunel at jean@
brunelassociates.com.

Contact Scott Welch at swelch@wisdomtree.com.
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