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FALAK 5 STEP FRAMEWORK 
At Falak, we have developed a 5 step framework to help family businesses design a comprehensive 
investment strategy. The starting point to building the strategy is clearly defined family investment 
values and objectives. We are also aware that though the below serves as a guideline to have all 
prerequisites of an investment strategy thought off, there is not one size that fits all and family 
businesses need to evolve this strategy as they evolve.  

 

  

What type of a family investment office is needed?  
Family investment offices serve to fulfill various functions of a wealthy family. These could range from estate 
planning, philanthropic pursuits or capital preservation. Certain families tend to outsource the management 
of wealth to banks or consultants. However, others prefer to manage the entire investment under their own 
umbrella. 

Various factors determine the need to set up an in-house investment office: 

 The size of the total wealth of the family certainly dictates the need to set up a sophisticated family 
investment office. Hiring of a chief financial officer is most beneficial to families with over $40-$50 
million in assets. If the size of the family assets is in range of $5 to $50 million, a smaller, less actively 
managed investments is more relevant   

 The sophistication and experience of the family itself determines the size of the internal investment 
office. A more educated family would be able to run an investment office with higher complexities. 

 The need for the family to closely monitor the investment strategy decides the need to either higher 
in-house experts, outsource the entire management or run the function themselves.   

 

STEP 4: Manage investment 

STEP 3: Select investment 

STEP 2: Define source pipeline 

STEP 1: Design investment strategy 

STEP 5: Exit the investment 
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Step 1 – Design Investment Strategy 
Prior to making any investment decision, the family office should consider developing an investment 
strategy. The difference from traditional investment strategies is the fact that family business also 
focusses on the social/ environmental impact of their investments. This would mean to define what 
impact the family wishes to have versus its expectation of return, what is the definition of impact, how 
are investments made to lead to the goals. 

There are three basic items that need to looked at while defining the investment  

 

Defining investment priority:  
It is important to be able to answer the following questions while defining the investment priority: 

 What has priority- financial performance or impact performance?  
 What would be an optimum mix of impact vs return? 
 What portion of the portfolio is targeted towards early stage investment vs growth? 

Define the impact and return end goal 
Deciding what the impact goal will be, which includes vision and values, sector depth preference, 
industry theme, geographic focus etc. 

 Define vision, mission and values 
 Consider the families sector knowledge to determine the investments to hold within the 

portfolio 
 Decide on sector focus, impact goals and investment themes 
 Define the geographical breath preference 

Evaluate your assets 
Each family investor has assets that are beyond just cash. These could be monetary and non monetary 
such as expertise, network resources, knowledge database etc. 

 Consider the size of the portfolio after considering the time commitment required, pace of 
learning that will be needed and need for diversification of risks 

 Decide on which vehicles to use. The more varied the vehicles and tools the more flexible you 
can be 

Define amount of assets, non assets and partners
Evaluate Assets :

Define what problems you wish to target in what
geographies

Define Goals :

Identify investment priorities in a broad scheme of
portfolio

Define Investment Priorities:
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 Define non monetary assets. This involves identifying your strengths and weaknesses as an 
investor, your knowledge gap or strength, access to network etc. 

Step 2 – Source the investments 
Sourcing the pipeline is about finding out ways to access potential deals that are in line with the 
strategy and interests of the family. The problem is never finding enough pipeline, but finding a quality 
pipeline. 

Find dependable partners: 
It is prudent for family offices to look for value-aligned networks of investors, intermediaries, banks 
etc. that will allow you to co-invest, or select some of their deals. Certain possible partners:  

 Incubators and accelerators help start-ups refine their business plan and connect with 
investors. 

 Business plan competitors can help early stage entrepreneurs connect with mentors, practice 
pitching and business plans ready. 

 Network groups can provide a learning community as well as access to resources. 
 Events and conferences can keep people informed of trends 

Create or join practice groups 
Join or create a small group of investors that act as an informal mini hub within the network.  

Create opportunities: 
Create opportunities rather than waiting for them to appear. The origination approach allows 
companies to pro-actively co-create companies or opportunities. 

Leverage the social media 
Historically, family investment offices keep their investing strategies discreet. However, it has been 
found that openly discussing investment theses increase the perceived expertise and trustworthiness 
of the investment house, and thus generates deal flow. Many investors now use facebook, linkedin 
and various email lists to informally keep in touch with their network. 

 Step 3 – Select the investment 
Once the opportunity to invest has presented itself, understanding the deal and its nuances becomes 
of key importance.  

There are a few general guidelines that of conducting a due diligence before investing: 

 Ensure that the entrepreneur/ management of the company have shared values with you and 
your family office 

 Match the depth of due diligence you conduct to the amount of capital investment involved 
 Investigate as to what is driving the opportunity, what can go wrong. Focus on common early 

stage challenges 
 Apply the portfolio technique by allocating assets by paying close attention liquidity needs, 

risks and tax implication 
 Ensure you use an escrow account to manage the deployment of cash 
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Below is the Falak framework for building a high performance portfolio of assets that are carefully 
selected based on the extensive research. 

 

The above framework for conducting an in-depth study of the investment options can be obtained by 
mailing info@falakconsulting.com 

Step 4 - Manage the investment 
Another key part of the investment process is assessing and achieving performance goals through the 
investment. This means active management of the investment with aim to ensure that investments 
have access to adequate support and guidance to become leaders in their fields and return a positive 
margin to the investors.  

 

 

Geography

§ Inflation trends 
§ Interest rate fluctuations
§ Global ratings
§ Political stability
§ Monetary and fiscal policy framework
§ Infrastructure
§ Government reforms outlook

Industry

§ Financial capital
- Growth and pricing trends
- Market multiples
- Expected profit margins

§ Human capital
- Labour force availability
- Labour unions

§ Business environment
- Government regulations for capital norms, 

taxation and pricing
- Product / service life cycle
- Technology trends
- Industry barriers

Company

§ Financial capital
- Projections
- Financial viability
- Revenue diversification
- Cost of capital
- Asset liability management

§ Human capital
- Capability
- Commitment
- Experience
- Suppliers 
- Customers

§ Business 
environment
- Competitors
- Business model
- Resource 

efficiency
- Product demand 

and drivers
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At Falak, we use the below grid to define what role investors should play in the portfolio companies 

 

Step 5 - Manage the exit 
Managing a good exit is an important step in investments management. However, finding the right 
opportunity is challenging as it depends on a number of elements, including the company, the 
industry, the degree of validation and/ or revenue received etc. 

Preparing for the exit 
Preparation for exit starts at the initial stages of the investment process, with the signing of the 
shareholders’ agreement, where the main guidelines about the exit need to be described (for 
example, tag-along& drag-along rights, conflict resolution etc). There are few steps the family can do 
to prepare for the exit: 

 Agree on roles for negotiating the exit and whether to engage an external advisor 
 Review all key personnel agreements for the portfolio company 
 Higher a legal councilor to manage the legal agreement reviews 

Structuring the exit 
There are various ways to structure an exit and there are various ways to structure the exit: 

 Outright purchase of all existing shares or majority shares in the company for cash  
 A share swap where existing shares can be traded in for shares of the buying company (this 

usually works better for listed companies due to ease in valuation 
 An earn-out structure in which some amount of cash or stock is paid at closing and some 

additional consideration may be earned depending on the achievement of milestones by the 
acquired company after the closing.  

 Listing in the stock exchanges 

• Assist in defining a vision and aligning the company 
towards the vision

• Develop a corporate culture based on shared values 
and the vision

• Help in developing a strategy aligned to the vision

• Aid in identifying the required roles and 
assist in filling out those roles through well 
managed recruitment process. 
Additionally, Assist in retaining the talent 
by developing HR policies tailored to the 
need

• Assist in getting the word out by 
developing the right marketing message 
and introductions to key market players.

Talent and marketing

• Assist going global through 
thorough analysis and 
planning

• Set up reporting structures 
and dashboards for finance

• Mentor the management

Finance, mentoring, international exposure
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How Falak can help 
At Falak, we are adept at doing end to end deal making. This translates to us having an in-depth 
understanding of the investment process and how to adapt that to the needs of a family office: 

We believe we can help you with the following: 

 Designing the family investment office and its process 
 Manage the investment office for the family 
 Outsource the following functions to Falak 

Research Financial Modeling Documentation Analytics 
Market research Valuations and update to 

valuation models 
Presentations and pitch 
books for investors 

Feasibility analysis 

New idea generation 
(facilitate and participate in 
brain storming) 

Maintenance and update of 
product/fund models 

Preparation of thematic 
industry reports 

Credit quality analysis 

Competitor analysis Cash flow modeling Presentations and graphics Stress testing 
Sector analysis Scenario modeling   Asset-pool performance 
  Fair value reporting   Return analysis 

Contact us 
Maniza Dewan 

Cofounder & Principal Director   

T:  +973  13355441 

D: +973  13355443 

M: +973 36736863 

F: +973   13355442 

E: maniza.dewan@falakconsulting.com  

 

 

 

 

 

 


