WEALTH 3.0 - A PRIMER

More than four decades ago, the field of family wealth advising emerged to challenge the traditional focus of families
and their advisors on just preserving and protecting the wealth. The field now stands at the threshold to the next
major transformation, strengthening the focus on family while shedding the fears and flaws that invaded many beliefs
and practices. This next evolution - WEALTH 3.0 - was introduced at the 2019 Purposeful Planning Institute annual
conference by family wealth consultant, Jim Grubman.

The new perspective has progressed from concept to manifesto, culminating in the publication of WEALTH 3.0: THE
FUTURE OF FAMILY WEALTH ADVISING by James Grubman, Dennis T. Jaffe, and Kristin Keffeler (2023 - Family
Wealth Consulting). The book outlines how the field arrived at this point and the multifaceted activities needed to
establish a positive vision of family wealth in the future.
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e In the long era of Wealth 1.0 before the 1980s, advisors largely managed the money of wealthy individuals for
their families using traditional mechanisms. The focus was predominantly on asset management, tax planning,
and trust services to grow, preserve, and transfer wealth across generations. This perspective still prevails where
asset management is the sole or primary focus of services for the client and the family.

e Wealth 2.0 was born with the modern wealth management industry, starting in the 1980s. The voices,
experiences, and desires of wealthy family members also began to be heard, especially those of younger
inheritors. Advisors began to focus on family relationships and non-financial aspects of wealth. Despite good
initial attention to the broader purpose and use of wealth in families, many advisors still capitalized on clients’
fears of losing wealth and the need to protect the wealth from the family. A cohort of new professionals developed
greater breadth and depth in their understanding and approach to the family’s needs, but fear-based services
continued to flourish. This was partly due to the misuse of early research findings which appeared to indicate
that wealth rarely lasts beyond one or two generations.

e A recent trend has begun to counter the fear-based negative aspects of Wealth 2.0. This new, more positive
approach - Wealth 3.0 - reinstates attention to what wealth can do for the family in more holistic terms. It
establishes a collaborative, positive, engagement-focused approach to the future of the family, its wealth, and
other family resources.
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THE FOUR COMPONENTS OF WEALTH 3.0 - AN EMERGING PARADIGM FOR A PROFESSIONAL FIELD

Wealth 2.0 led to the development of a cottage industry of advisory professionals who serve the wider needs of family
wealth. Wealth 3.0 offers a vision of how this new focus can become a fully realized profession with four
interconnected elements:

Practice - Direct service is where clients and advisors directly encounter
the new approaches of Wealth 3.0. It utilizes advanced communication
skills, advocating for client engagement focused on purpose rather than
fear, strengths rather than deficits. It also supports more integrated
services among family advising professionals when feasible within a
practice setting. It lets go of outdated statistics on wealth failure while
focusing on opportunities for learning and communication, new skills
within the family, and preparing family members for the many decision-
making roles and responsibilities they will have in adult life.

PRACTICE

PROFESSIONAL
Ll Professional Organization - Wealth advising is currently a loose
confederation of disciplines (e.g., finance, investing, risk management,
law, philanthropy, family dynamics, rising gen education). Wealth 3.0 calls
for the activities of wealth advising to become a professional field of
wealth advising. Organized around the four E’s of established
professional fields, this evolution calls for more rigorous education, experience, examination, and ethics guidelines. It
advocates for formalized education and credentialing to establish basic and advanced levels of competence for
practice in the field, especially at the family office level where accepted credentials are currently lacking. It also would

create a unified professional pipeline for training advisors at all levels of wealth.

EDUCATION

& TRAINING RESEARCH

Education and Training -Professionals within the constellation of wealth advisory fields would retain their home
field of expertise while building further competencies and awareness of the other fields. This will be guided by a
comprehensive core curriculum based on the Ten Domains of Family Wealth model of The UHNW Institute (see next
page at bottom), designed to give all practitioners a common set of ideas and language for working toward client
goals. The core curriculum would consist of increased knowledge of relevant material plus enhancement of client
relationship skills and skills for collaborating with other advisors in teams.

Research - All professional fields need relevant, well-designed, ongoing research to help support practice, education,
and training. The current field of family wealth advising lacks well-founded research in most areas, independent of
family business research which often lacks relevance or applicability. Wealth 3.0 calls for significantly expanded
research that elevates currently accepted but untested ideas to a more rigorous understanding of family wealth and
its necessary services. It advocates for new studies using appropriate metrics to answer important questions,
including long-term longitudinal research into the multiple patterns by which wealthy families succeed or struggle
across time.

Addressing the Full Spectrum of Wealth: Wealth 3.0 is a paradigm that applies at all levels of wealth, from the high-
net-worth (HNW) area between $5 million USD and approximately $50 million to the ultra-high-net-worth (UHNW)
range above $50 million. Clients and families have needs in multiple domains of wealth management and family life,
even as the domains and their corresponding services increase in complexity as wealth level increases. Practitioners
are naturally most adept in their original area of expertise, yet they must be at least familiar with the activities and
issues commonly found in the other domains. (continued next page)

Want to Learn More? Resources for Wealth 3.0:

e or Paperback, Kindle, and audiobook versions of Wealth 3.0: The Future of Family Wealth Advising are available on Amazon.
Wealth See also articles:
3;) e Wealth 3.0: From fear to engagement for families and advisors. Trusts & Estates, February 2022, pp. 18-22.
j e Wealth 3.0 in Practice: Harnessing the power of positive attention. Trusts & Estates, February 2023, pp. 16-20.
- e How to Be a Wealth 3.0 Attorney: Practical approaches that foster integrated services. Trusts & Estates, July/August 2024,
pp. 66-72.
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WEALTH 3.0 IN ACTION - ADVISING SKILLS

Wealth 3.0-capable advisors adopt positive, affirmational skills and techniques in working with clients:

General Techniques The Positive Discovery Process
e Stop citing standard “proofs” about how often wealth fails During discovery conversations with clients, instead of leading
in families (“shirtsleeves to shirtsleeves,” old statistics). with asking solely about the client’s fears, concerns, and chall-

enges, explore issues using a wider range of open-ended ques-
tions and solution-oriented techniques. Learn to utilize the power
of attention to strengths, possibilities, and balance whenever

e Acknowledge the more accurate statement, “we actually
don’t have good data on what happens to most families
over time” and guide the client conversation back to what

they can do for success. possible.
e Cite studies focused on family strengths and skills. When inquiring or learning about issues:
e Stay alert to hidden biases, unhelpful either/or polarities e Use Positive Discovery Questions:

“ H ?Il .
(“Is wealth a blessing or a burden?”). Look for exceptions when the problem seems better or

e Frame questions in an open-ended manner and generate different in some way.

dialogue — listen more. Ask about instances when the problem does not occur.

e Use positive terminology rather than negative stereotypes: Ask about times when solutions worked even a little.
“Rising Generation,” not “your kids” (who are grown “Think of a time when you [encountered and succeeded with
adults) a similar problem] ...”

ues H H H v/ ouge ”
Financial diversity” in couples — not “fiscal unequals e Positive Discovery Scenarios

“Transition planning” or “continuity planning,” not
“succession planning” which is often from the elder
perspective

“Can you describe your vision for thriving as a family in the
future?”

“ - . . .
« Avoid derogatory terms: “outlaws” (for in-laws), jokes What strengths within your family support this happening?

about “trust fund babies” and inheritors. “What systems or structures need to be redesigned to

. . . - achieve this vision?”
e For the legitimate risks of wealth in families, advocate for

vigilance based on purpose, not fear, and help support
communication and preparation to handle wealth.

These techniques remind clients that they have the capacity to
tackle difficult challenges, even ones they haven’t encountered
before.

THE TEN DOMAINS OF FAMILY WEALTH
A WEALTH 3.0 MODEL OF PRACTICE AND EDUCATION

Practitioners of family wealth advising arise from many professional fields. One of the first models consistent with a
Wealth 3.0 approach is the TEN DOMAINS OF FAMILY WEALTH by The UHNW Institute, a nonprofit think tank
addressing the needs of UHNW families. The model organizes the primary areas in which families of wealth need
services and support to ensure their future. When families have good capabilities in each domain, well-supported by
the advisors to the family, the family can prosper over time. Gaps in important areas affect the family’s long-term
ability to manage itself and its resources.

For a detailed understanding of the Ten Domains of Family Wealth, use
this QR code to access materials from The UHNW Institute

The Ten Domains model captures the multidisciplinary nature of wealth
advising. It outlines the areas where competent “integrated advisors”
generally have a base of knowledge and skills across the spectrum of
what families need. It also emphasizes the pervasive central domain of
Family-Advisory Relationships - the combination of client-centered
» relationship skills and advisor-centered collaborative skills that lead to

T Paae excellent integrated wealth management and advising. The Ten Domains
model can serve as a curriculum guide for education, training, and
professional organization.
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