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Less than 25pc of young people are
prepared for wealth transfer

May 21, 2018

FIS expects $30 trllion to be transferred from old to young soon. Image credit: FIS

By DANNY PARISI

As older generations pass on, a new generation of young affluents will soon be inheriting their wealth, but few are
prepared for what that entails.
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According to a report from FIS looked at the upcoming mass wealth transfer from older generations to their younger

heirs, aiming to find out what preparations young heirs were making. What they found was that many young heirs to
large fortunes have few plans for what to do once the wealth of their parents or benefactors is transferred to them.

"These findings should provide a wakeup call to banks and investment advisors: your customers are not thinking
about their financial futures," said Brian DuVal, head of FIS Wealth and Retirement. "The good news is that U.S.
consumers recognize the importance of financial and investment planning and have a high level of trust with their
primary financial institutions."

Wealth transfer
Luxury brands by definition get the majority of their customers from the ranks of the world's wealthy elite.

Therefore, itis important that these brands keep track of how wealth flows and functions throughout the world.
Today, we are on the cusp of a generational shift as more wealth is transferred from older generations to their
younger heirs.

FIS looked into how this wealth transfer is going and came to the conclusion that the majority of young heirs are not
prepared for the imminent influx of wealth.
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Less than a quarter of all surveyed participants said they were working with a financial institution to help handle the
transfer of wealth.

Additionally, FIS' own predictions show that $9 trillion is expected to be shifted in the next few years, while only 10
percent of respondents said they expect to receive an inheritance in the same time period.

That number was even lower for younger people an alarming statistic given that they are the people who will most
likely be in need of help to negotiate their new wealth.

Surprisingly, younger people tend to be the most likely to be working with a financial advisor, while Generation X is
the least likely with only 20 percent using a trusted financial institution.

Financial services
The importance of financial institutions to the world's wealthy elite today is growing in proportion with the number
of newly wealth individuals.

In 2017 the number of billionaires and their wealth grew at a faster rate than the overall ultra-high-net-worth
population.

According to Wealth-X's Billionaire Census, after declining in 2016, the population of billionaires rebounded last
year, climbing 15 percent to a record 2,754 individuals. The world's wealthiest saw their fortunes rise 24 percentto a
total $9.2 trillion, aided by positive corporate earnings, resilient equity markets and growth in the global economy
(see story).

There are a number of demographics that are particularly underserved by financial institutions.

Women control a significant portion of the total investable assets in the United States today, and yet only a small
portion of women are in charge of making financial decisions in their household.

Financial services companies need to treat women as a unique, individual segment. Image credit: UBS

At the Women in Luxury 2018 conference, an executive from UBS spoke about the ways in which financial services
and asset managers are failing women today as well as how they can better serve them. A key point is that many
asset managers do not treat their women clients the same as their clients who are men (see story).

As wealth transfers from old to young, financial institutions must be attentive to the needs of young and newly
wealthy individuals.

"For financial services firms, this represents both a challenge and opportunity," FIS' Mr. DuVal said. "The challenge
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is to do a better job of educating their customers on wealth and retirement topics.

"The opportunity is to engage with consumers now to help them get ready for the tidal wave of money and assets that
are about to flow into their pockets," he said. "The earlier you engage, the better your chances of building a long-
lasting relationship with younger banking consumers."
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