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The UHNW population is  set to grow. Image credit: Michael Kors

 
By SARAH JONES

Despite geopolitical uncertainty and tensions, a new report from Knight Frank shows the population of ultra-high-net-
worth individuals is projected to rise 22 percent over the next five years.

Even with Brexit on the horizon in the United Kingdom, London rose to the top of Knight Frank's city rankings in its
annual Wealth Report with the most UHNW residents, making it the leading wealth center around the world. One of
the top trends among the global affluent is the push for stability, as they emigrate and seek out international
investments as a means to guard their families against economic volatility.

"Over the last 13 years of existence of the Wealth Report, we have looked at the global financial crisis, wealth
creation and the decade of globalization," said Paddy Dring, equity partner and head of global prime sales at Knight
Frank, during a presentation of the Wealth Report hosted by Douglas Elliman.

"The landscape today is considerably different," he said. "Geopolitical rivalry, competing for the wealthy and the
rules of engagement are now different as the rules of commerce are changing. As we have seen this decade of
quantitative easing disappearing.

"[Nations] compete for the wealthy, but at the same time seek to control the wealth inwards and outwards of their
countries."

Knight Frank's research defines ultra-high-net-worth as individuals with assets of at least $30 million, excluding their
primary residence.

Trending up
About 43,000 new individuals are expected to grow their wealth to the $30 million threshold by 2023.

Today, the U.S. has the largest population of ultra-affluent individuals, with 47,000. Existing wealthy consumers from
this nation also show the highest level of confidence for their personal finances over the next 12 months.

However, Asia and Europe are poised to see stronger growth over the next five years than North America, with a
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respective 24 and 23 percent uptick compared to North America's 18 percent growth.

India is set to experience the steepest increase in ultra-affluent individuals, as the wealthy population climbs 39
percent, with the Philippines and China close behind.

Some have forecast a slowdown in 2019 or 2020, but there is still a positive outlook for wealth creation. The global
population of affluent individuals with assets of at least $1 million is projected to surpass 20 million for the first time
in 2019.

"The uncertain times are supposedly going to have a negative effect for us, but hopefully that is not the case," Mr.
Dring said.

Among the factors driving growth in ultra-affluence are real estate returns and entrepreneurship. It is  generally
easier to start a business, allowing for more self-made millionaires and billionaires.

London has the largest population of UNHW individuals, followed by New York, Hong Kong and Beijing. While New
York came in behind London overall, it has the densest population of billionaires.

About a third of ultra-affluent have a second passport, and 26 percent plan to emigrate. Some markets are making it
easier for foreigners to buy property, such as Italy, which has just launched a standardized tax for non-residents.

Real estate listing in Florence, Italy. Image credit: Knight Frank

Meanwhile, China is making it more difficult for its citizens to buy real estate abroad, requiring them to gain
approval for overseas investments.

Consumers are attracted to buy real estate in international cities based on a number of factors. This can range from
practical considerations about their children's education to lifestyle-centric choices.

For instance, Chinese real estate platform Juwai responded to the demand for international education with a
platform dedicated to helping consumers pick schools and real estate abroad.

According to Juwai, China is the top source for outbound students, and many of the parents who send their students
out of the country to study also choose to buy real estate near the school. Centering on this relationship between
education and real estate, Juwai's Education Channel provides readers with news and information to help parents
pick an overseas destination for their child (see story).

UHNWIs are also global thanks to access to private jets and yachts. North America has the most jets, with almost
14,000 private planes, and Teterboro Airport saw the most private jet departures of any international airport.
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AvYachts makes owning a yacht more affordable. Image credit: AvYachts

Some of the top destinations for the ultra-affluent were the United States, the United Kingdom, France, the United
Arab Emirates and Germany. Knight Frank also found that June was the top time for traveling.

Asset return
Knight Frank's report also looks at UHNW investments. Among collectible assets, rare whisky saw the greatest
growth in average return, rising to the top of the rankings ahead of coins, wine and art.

From 2017 to 2018, whisky's value has grown 40 percent. The category has also increased 582 percent over the last
decade.

Last year, auction house Bonhams sold a bottle from Scotch distillery The Macallan for more than $1 million,
making it the most expensive whisky sold at auction.

The Macallan Valerio Adami 1926 60 year old. Image credit: Bonhams

A rare The Macallan Valerio Adami 1926 60 year old fetched 848,750 pounds, or about $1.1 million at current
exchange, at auction on Oct. 3 beating out the previous record. The interest in secondhand spirits sales is driving
big-ticket auction results, with whiskies and The Macallan brand in particular seeing record sales (see story).

Other categories saw record-breaking sales last year. For instance, a 1962 Ferrari 250 GTO was sold for $48.4
millionm making it the most expensive car ever sold at auction.

David Hockney's "Portrait of an Artist (Pool With Two Figures)" also broke the record for the most expensive work by
a living artist when it was auctioned for $90 million in 2018.
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"As we've seen these record prices, we've seen the wealth growth slowing," Mr. Dring said. "And the number of
wealthy also slowed.

"So compared to 2017 where we saw 10 percent, we're now seeing that UHNW population growth at 4 percent [in
2018]," he said.
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