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By SARAH JONES

Ultra-affluent individuals are increasingly seeking out dual citizenship, with second passports and international
residences seeing strong demand.

Knight Frank's 2018 World Wealth Report found that the world's wealthy are global citizens, with about a third holding
a second passport and 29 percent planning to acquire one. The report predicts that the trend of assets being moved
outside of a home nation will not slow down, as many wealthy individuals look to guard against local capital
controls.

"Global families and their businesses today span countries and even continents," said Dr. Christian Kalin, group
chairman of Henley & Partners.

"Acquiring alternative residence or citizenship is a means of participating in and moving through this
interconnected world with greater ease, and we expect that the value of this kind of mobility and access will only
increase as the tendency towards isolationist, immigration-hostile policies becomes more prominent worldwide."

Worldwide wealth
The population of individuals with at least $50 million in assets grew 10 percent in 2017 to about 130,000.

Around a third of ultra-wealthy individuals live in North America, making it the continent boasting the largest
numbers of these consumers.

New York in particular topped Knight Frank's rankings of cities of wealth, which takes into account the current
affluence of the population, property investments, lifestyle and their projected future wealth performance.

U.S. cities topped dominated the top 10 rankings of most affluent populations, with metropolitan areas such as Los
Angeles, Chicago and San Francisco having the most households with incomes of $250,000 or more.
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New York's Central Park. Image credit: Extell

Despite Brexit, London came in right behind New York in the overall city rankings, thanks to aspects such as its
lifestyle and future outlook. The British city has the most five-star hotels of a metropolitan area.

However, cities such as Melbourne, Australia and Dubai, U.A.E. are the locales where overnight visitors spend the
most, pointing to robust shopping tourism traffic.

In real estate, Knight Frank's Prime International Residential Index grew 2.1 percent. Guangzhou, China had the
steepest growth in property prices, with a rise of 27 percent last year.

Cape Town, South Africa and Aspen, CO came in second and third with 19 percent growth.

The affluent are highly globalized, with four in 10 sending their children to school in another country. Twenty-three
percent are expecting to buy a home abroad in the coming year.

Today, the ultra-affluent hold total assets of $26.4 trillion. One of their main concerns is the passing down of wealth
to future generations.

Affluents are concerned about passing down wealth. Image credit: Merrill Lynch

Even with the worry of their wealth atrophying as it is  inherited, wealth advisers say only 53 percent of their clients
have a succession plan in place.

Aside from thoughts about the future of their wealth as it changes hands, the affluent are also concerned that
terrorism or cyber crime could impact their finances.

The United Kingdom has traditionally been one of the most-desirable destinations for the world's wealthiest people,
but in 2017 the country experienced a larger outflow of high-net-worth individuals than inflow for the first time.

New World Wealth's annual "Global Wealth Migration Review" which tracked the movements of highly wealthy
individuals around the globe in 2017, found that in contradiction to previous years of growth, more of the world's
wealthy are leaving the U.K. for other destinations around the world. A confluence of factors, however, including
political turmoil and rising fears of terrorism, has caused the country's first major outflow of HNWIs in recent
memory (see story).

Asset allocation
Art has unseated wine as the top-performing luxury investment, as prices of pieces sold at auction grew 21 percent in
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2017.

Last year saw the sales of record-breaking works, including Jean-Michel Basquiat's "Untitled" and Leonardo Da
Vinci's "Salvador Mundi."

While ultra-affluent collectors tend to be driven more by desire than returns on their investment, most categories saw
growth in the last 12 months, with an average rise of 7 percent. Aside from art and wine, watches, coins and jewelry
saw some of the strongest growth with single-digit percent increases.

According to a report from UBS, 41 percent of art collectors have never insured or appraised their collections
because the hobby is not viewed as an investment, but rather a passion pursuit.

In UBS' Investor Watch report "For the love of art," the financial advisor surveyed art collectors to better understand
their motivations, finding that an appreciation of beauty and a want to nurture creative talent is a driving factor. Also,
despite fine art being viewed as a secure investment, art collectors do not partake in curating a personal collection
with profits in mind (see story).

"Volatility in the art market has been driven by prices of post-war and contemporary art in the last few years," said
Sebastian Duthy, director of Art Market Research. "After a depressed market in 2016 caused widespread concern,
consignors were tempted back by auctioneers last year.

"The desire amongst wealthy art enthusiasts to add to their new museums carried on through 2017, while the
appetites of great institutions such as the Louvre, which opened a new franchise in Abu Dhabi, put more pressure on
supply," he said.

"As prices for the very best 19th and 20th century art continue to hit the headlines, there is hope within the industry that
the sensational Da Vinci sale could attract a wider audience to Old Masters in 2018."
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