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Summary

A study to help European, in particular UK
Asset Management boutiques prepare for
what might happen in the next 18 months
by creating yve possible futures based on
the varied predictions of industry leaders.

Change 80% of our sample predicted either
substantial (30%) or signiycant (50%) changes

to both the external environment and also their

own businesses. The future they see includes less
proytable clients relationships, more risk-averse
investors, the end of open architecture, but also new
global opportunities.

Source Thirty-one leading industry participants were
interviewed during June and July 2009 to collect
unprompted predictions of what would happen in the
UK/European asset management boutique space over
the next 12-18 months.

Predictions The study focuses on 25 predictions
made by participants, of which nine were mentioned
by more than 40% and six by more than half.

Five Futures Five syntheses of the variety of views
have been developed and characterized, forming

the range of the (Five Futuresi each named after the
yve outlooks that traditionally appear on the front of
Barometers: Very Dry, Fair, Change, Rain and Stormy.

Most change At one extreme of our iBarometerf
there are many who see everything changing around
them, and the pressing need for them to react with
signiycant changes in their own businesses. The
Barometer, sensing the rapidly changing pressure,
would predict a Stormyb outlook.

Least change At the other end there are some who
see little change impacting them and little requirement
for them to change their own businesses. Like a
Barometer sensing higher pressure, the reading for this
future is (Very Dryi.

Polarisation The investment boutique space is likely to
bifurcate into highly specialised, niche, lean boutiques
with a domestic client base and often focused on
domestic equity products and those yrms with
increasingly diversiyed products and client segments on
a global basis. In addition there might be a polarisation
between cyclical and non-cyclical as well as strategic
and opportunistic boutiques.

Long Only & Hedge merging A number of our
predictions point in into the direction of those two
classic product categories overlapping and/or merging.
Whether UCITS |1l absolute return and hedge funds

or Long Only funds with EPM, risk-averse investors
seem to demand thybrid productsi instead of traditional
hedge, nor long only funds with no downside
protection.

Permeation of business models The commonly
accepted deynitions of what constitutes an asset
management boutique, such as size (e.g. AUM below
A20bn), unconstrained management, autonomy of fund
managers and performance fee structures have blurred
somewhat. A few large-scale investment management
yrms claim to have a boutique culture, whereas some
boutiques employ the same distribution tactics as their
bigger competitors.

Lower margin growth Many participants in our study
brace themselves for lower margins due to higher costs
(due diligence, intermediaries) and limitations in raising
fees.
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