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Driving growth and aligning interests 

We are pleased to 
present our global 
regulated funds 
survey. Our goal is 
to identify global 
and regional trends 
and perspectives 
and aggregate views 
and opinions from 
top managers in the 
global regulated 
funds industry. 

“ Regulation, coupled with investor demand for more aligned interests, is 
driving change in the structure of compensation in the industry. Increasing 
performance-based compensation and amounts deferred, as well as a 

 
that the discretionary component of investment professionals’ 
compensation will continue to be challenged, and that we will see an 
increased use of metrics to evaluate investment professionals 
in the future.” 

  
 Matt Forstenhausler, EY Americas Regulated Funds Leader

 
its post-crisis challenges and achieve up to 10% headline annual net 

 

primarily achieve their growth through actively managed products. 
Asia and North America are viewed as key regions in terms of growth 
opportunities. Asset managers are not planning to build a lot of new 

but use their current platforms. Creating products with a clear “solution 
orientation” will be key over the years to come.”

Michael Ferguson, EY EMEIA Regulated Funds Leader 
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representative view was that this market would continue to 
be dominated by those already at scale. 

Unsurprisingly, our respondents broadly tap both retail 
and institutional investor markets. However, there was 
a consistent view that retail investors need a better 
understanding of products. Social media will have an 
increasing impact, particularly in the retail market, as Gen 
X and Y investors become an ever-larger investor pool and 
patterns of distribution and customer preferences evolve. 
Two in three managers view social media as having a 

such change will depend on how intermediaries adapt. As 
manufacturers of investment products, managers generally 
don’t control the client relationship, and instead work 
substantially through distributors. Managers may see the 
aforementioned needs and changes as an opportunity, as 
much as a challenge, to enhance their brand and move 
closer in their relationship with investors. The compression 

the past few quarters. However, there is a persistent focus by 
both regulators and investors on fees earned by managers 
as manufacturers and distributors as relationship managers. 
Consequently, the disintermediation of the historical 
manufacturer-distributor relationship continues to evolve as 
each vies for a larger slice of the revenue pie. Both managers 
and distributors will reevaluate the number and type of their 
commercial relationships as a result of changing distribution 
arrangements and escalating costs.

Growth requires innovation, and our survey indicates that 
investor needs and competitor actions, not regulation, are 

on managers when developing new products points to a 
return to “normal.” Their focus is foremost on investor 

say that risk management isn’t part of the development 

of better times in the future. The respondents’ average 

when the overall industry net new money growth rates 
have generally been in the range of 3% to 5% over the 
trailing 12-month period. However, this optimism from our 

of their overall asset management business. Respondents 
to EY’s 2013 global hedge fund survey, Exploring pathways 
to growth, 
balance, a combined view of the overall business may 
represent a more realistic, yet still optimistic, overall growth 

and developing markets. On the whole, developed markets 
were more optimistic regarding their growth opportunities 
for regulated funds. From a regional perspective, North 

to have a truly global brand. Both Latin American and Asia-

From a product perspective, the responses indicate a 

yet recognition that change will be needed. There was 
comfort in respondents’ feeling that growth would come 

there was also a clear acknowledgment that developing 
more customized solutions to meet investors’ goals and 

managers have manufactured more or less the same type 
of products and distributed them in more or less the same 
way for decades. Success in the post-crisis era will depend on 
offering new, more customized products to meet the needs of 

solutions. The managers clearly recognized the accelerating 

For the global wealth and asset management 
industry, the tumultuous period following the 

for its myopic focus on cost containment, 
managing compressed margins, restructuring 
operating models and adapting to a heavy 
regulatory agenda targeted at regaining 
investor trust. This is not to say that these 
efforts aren’t continuing but, fortunately, the 
cost and regulatory agenda has now turned to 

In this survey, focused on the global regulated 
funds industry, we directed our attention 

growth opportunities and how product 
development practices have evolved. As 
investor needs and regulatory changes 
continue to be key drivers of managers’ 

targeted their views on current and expected 
compensation practices. We have endeavored 
to present a global view of the regulated 
funds sector and would like to thank the 42 
respondents, who represent approximately 
30% of assets managed globally in regulated 
funds. We greatly appreciate the time they 
committed to share their views and the candid 
responses we received.
 

Executive summary
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process; rather, initial innovation provides for “free thinking,” 
unencumbered by restrictions that may mute creativity. 
Risk management personnel are generally involved in the 
development process after the ideas have been generated, 

in the development process.

Structure and controls over new business initiatives and 
product development are critical to manage risk for the 

departments, and larger managers have more than three 
times the number of dedicated personnel within such 
departments than smaller managers. Overall, nearly 
55% of managers engage third-party service providers 
to support product development activities, with smaller 
managers somewhat more likely to engage them. This is 
not surprising as scale provides for more dedicated internal 
resources. Among those managers that engage third parties, 
those in North America are more likely to do so than their 
counterparts in other areas of the globe.

Speed to market is still a challenge, particularly in North 
America, as nearly 60% of managers take between 6 and 12 
months to complete the development process. This may be 

other parts of the world state that the process is generally 

At the core of the industry is the managers’ responsibility as 
stewards for their investors. Our study clearly indicated that 
managers recognize this obligation to help investors meet 

of their businesses. Relationships built on transparency, 

education and trust between managers and their clients are 
now a greater focus in the industry after the “lost decade” of 
performance. An enhanced alignment of interests between 
managers and investors is the panacea, but how this will 
occur is the question. Our survey indicates that management 

effect of European regulation may affect them and must 
develop strategies to address the potential impact on their 
compensation structures and business models. 

While more than two-thirds of managers believe that 
more than half of investment professionals’ compensation 
should be performance based, they feel that even greater 
changes should occur. Managers believe that nearly 70% of 
compensation should be cash, and that cash compensation 
should not be subject to deferral. Basically, the mantra is 
“pay for performance, but pay in cash now.”

European managers are currently less likely than North 
American managers to use equity as a component of 
compensation, but all European respondents require at 
least part of the compensation to be deferred whereas 
barely half of North American managers do. However, more 

particularly where mandated under regulatory regimes, such 
as Undertakings for the Collective Investment in Transferable 

Structure and a consistent process of determining 
compensation are key to demonstrating proper alignment 

managers use formal compensation committees, it is 
surprising that about 20% do not use a formal body to 
determine compensation. Bonuses are typically awarded 
based on a combination of formula-based amounts and 
a discretionary component. However, nearly one in four 
managers indicated bonuses were completely discretionary, 

and for the nearly two-thirds that include at least some 
discretionary component, almost 40% allow for more than 
half of the bonus to be discretionary. While acknowledging 

current regulatory environment and investor sentiment for 
enhanced alignment may drive further changes by managers 
to a more formulaic, structured approach for a greater 
proportion of compensation.

We concluded the survey by asking what managers feel will 

Despite their focus on growth, managers are still looking 
at the changing regulatory environment as the primary 

more opportunistic perspective. Changing demographics, 
underfunded retirement obligations, blurring of the 
historical activities within asset management and, more 

distributors and investors, provide opportunity for proactive 
innovation, not just reactive compliance to regulatory 
demands, to drive growth. 

in the global regulated funds segment and, more broadly, 
across the wealth and asset management sector overall. 
Change is now a constant, and those that adapt strategically 

 
 
 
 
Mike Lee
Global Wealth & Asset 
Management Leader
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methodology
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• Greenwich Associates conducted telephone interviews 
between February and March 2014 with 42 managers 
of regulated funds* promoters in North America, 
Europe, select Latin American markets and Asia. 

regulated funds. 

• The purpose of this study is to identify global and 
regional trends and perspectives, aggregating views 
and opinions from the managers in the world’s 
regulated funds industry. Topics covered in the study 
include growth prospects, product development 
practices, compensation and the future of the industry.

*For the purposes of this survey, regulated funds are collective investment 
schemes regulated for sale to the public, investing in traditional asset 

 
those registered under the US Investment Company Act of 1940, 

For the purposes of this survey, regulated funds do not include hedge funds 
or other types of alternative funds, such as direct private equity or real 

Total 42

By geography # of participants

North America 22

Europe 12

Latin America 2

Asia 6

By assets under management (AUM)

9

27

6

Regulated funds as a % of managed AUM

Less than 20% 4

10

7

80% or more 12

Number of regulated funds

Fewer than 100

23

1,000 or more 1

Background and methodology
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Managers are targeting nearly 10% growth

Managers are targeting an average annual growth of 
 

new money in developed regions, but managers in Asia 

Target growth in regulated funds
What is your target annual growth of net new money in

  

9%

10%

10%

7%

Global

North America

Europe

Asia and
Latin America

Average — weighted by AUM
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Managers in North America and Europe are adding 

deeply to achieve their growth targets. 

However, Europe-based managers are more likely to 

counterparts in North America.

Managers in North America and Asia are more likely 
to seek growth from adding distribution channels than 
European managers.

Managers in Asia and Latin America are also seeking 

offerings. These managers generally have a narrower set 
of current product offerings than competitors in North 
America and Europe.

Sources of growth

Top approaches to achieving growth
What are the top two approaches your organization is currently pursuing to achieve growth?

  

59%

54%

34%

27%

22%

2%

59%

55%

32%

36%

14%

0%

64%

64%

27%

0%

36%

9%

50%

38%

50%

38%

25%

0%

New investment strategies/
new asset classes

Increasing penetration of current
markets with current products

Launching of new product types

Addition of new distribution channels
within existing markets

Expansion of existing products into
new geographic markets

Other
Global (41)

North America (22)

Europe (11)

Asia and Latin America (8)
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Just over half of managers see the most potential for 
growth within their core product set, leveraging their 

However, a high proportion of managers also see 
“solutions-based” products, such as absolute return 
strategies, lifestyle products and guaranteed capital 
products, as additional sources of growth. This is clearly 

outcomes.

Despite growth from more widespread users of, and 
uses for, ETFs, EY’s 2013 global ETF survey, A new era 
of growth and innovation, revealed that the ETF industry 
is maturing. The survey found that there is and will be 
continued dominance by the top few ETF providers and 

question that the ‘Big 3’ will continue their dominance, 

the advantages of scale and liquidity.”

Actively managed funds and solutions-based products have 
the greatest growth potential

Product types growth potential

  

53%

15%

10%

15%

3%

5%

90%

80%

45%

23%

10%

20%

Acti e managed equity/ ed income

Solutions-based

Funds of funds

E change-traded funds

Money market/stable alue

Other

Top product types with most potential for growth (40)

Top one Top three
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In North America and Europe, most managers are 
targeting growth from a combination of retail and 
institutional clients. This stands in stark contrast to 
managers in Asia and Latin America, where three-
quarters think that retail investors will be the most 

Given the importance of the retail channel, the fact 
that a high proportion of managers — roughly 60% — 
believe that retail investors have a relatively low level of 
understanding of their products presents a challenge … 
and an opportunity.

about their retail investors’ basic knowledge. These 

more successful at educating distributors and investors 
about their products. Smaller managers face a meaningful 
challenge; 74% of smaller managers rate retail investors’ 
understanding as “average” or worse. 

European managers are more skeptical than managers in 
other regions about their investors’ understanding of their 

distribution models and platforms and where the ultimate 

Most retail investors have a below-average understanding 
of their investments

Product understanding
On a scale of 1 to 5, with 5 being excellent understanding and 1 being minimal understanding,
what level of understanding of your products would you say your current retail investors have?

  

55%

50%

35%

90%

25%

10%

10%

25%

North America
(20)

Europe (10)

Asia/LatAm (8)

52%

26%

32%

63%

16%

11%

Over $100b
(19)

Under $100b
(19)

5/4 — Better understanding 3 2/1 — Less understanding

Retail investors’ product understanding,
by size   

Retail investors’ product understanding,
by region
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Almost all managers in Europe and a high proportion of 
managers in North America see opportunity in Asia as 
investable wealth continues to grow. 

The East-to-West phenomenon and the desire of 

preference for the US and Canada as a destination for 
growth. North America is the top choice for as many 
managers as is Asia. 

Managers in North America see the largest growth 
potential in their home market as they seek to further 

asset classes and strategies. 

Economic recovery in Europe provides an increasingly 
attractive environment for growth although not as the top 
choice for most.

Despite challenging economic conditions in Japan, one 
in three managers sees opportunities as a result of 
“Abenomics” and pension reform.

It may initially appear surprising that so few managers 
point to opportunities in Latin America, but decelerating 
growth and a relatively challenging regulatory 
environment may be responsible for the muted interest.

Those looking to expand geographically see Asia as the 
biggest potential growth region …

Top geographic markets for AUM growth
Please rank the top three geographic markets you see as having the greatest potential for

  
Top geographic markets with greatest potential for growth (41)

37%

39%

10%

10%

2%

2%

78%

61%

59%

34%

15%

12%

12%

Asia excl  Japan

US and Canada

Europe

Japan

Latin America

Middle East

Oceania

First Top three
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access Asian markets, particularly mainland China. A 
key factor is the recent announcements by regulators on 
cross-border fund arrangements and passporting. 

Therefore, not surprisingly, China is mentioned most 
often as the market in Asia with the greatest potential for 

Recent progress on mutual fund recognition between 
mainland China and Hong Kong and internationalization 
of the renminbi are key drivers behind the ranking of 
Hong Kong as the second most-popular growth market.

Nonetheless, there remain a meaningful proportion 

 
for growth. 

… with the greatest potential in China and Hong Kong

Asian market potential (excl. Japan)
What are the top three Asian markets in order of greatest potential for

  

31%

24%

7%

10%

3%

55%

45%

34%

24%

24%

21%

China (mainland)

Hong Kong

Singapore

Taiwan

South Korea

India

Top Asian markets (29)

First Top three
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regulatory environment, due to its sheer size, Brazil is 
still seen as the country in Latin America with the largest 
growth potential. 

funds are established investors in European UCITS funds. 

In Latin America, managers see the greatest potential in 
Brazil, followed by Chile and Mexico

Latin America market potential
Please list the top three Latin American countries in order of greatest potential for

  

59%

27%

14%

77%

55%

55%

18%

14%

5%

Brazil

Chile

Mexico

Argentina

Colombia

Peru

Top Latin American countries (22)

First Top three
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• Overall, we saw relatively little shift in the domiciles 

due, among other things, to the proposed Asia 
passport regimes. 

• Nearly twice as many managers see Hong Kong as 

• In general, individual countries in North America 
and Europe are losing ground to passport centers 
in Asia and cross-border centers in Europe, such as 

positions — signs that the trend toward consolidation, 
particularly in Europe, will continue. 

• It is also interesting that managers do not appear to 
be rationalizing their regional investment centers in 

Commentary on expectations for shifts in managers’ legal 
domiciles and locations of investment management operations
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Managers in Europe and Asia are more bullish on the 

North America. 

Managers believe social media will help in developing 
brand and product awareness, and investor education 
more generally, particularly in a retail investor audience. 

Managers also anticipate leveraging social media to 
interact more directly with end customers and at least 

person or phone interactions.

Many managers in North America noted their reliance 
on intermediaries for product distribution; the impact 
of social media will therefore depend on how those 
intermediaries leverage new technologies. 

EY’s November 2013 thought leadership publication, 
Social media and asset management, noted that “every 
market has its own dynamics, and the role of social 
media will vary according to demographics, patterns 
of distribution, customer preferences and the speed of 
adoption.” The study marked 2020 as the likely start of 

 
“asset managers not already actively formulating their 

6 to 18 months.”

Nearly two-thirds of managers expect social media to 

Emerging trends in social media

  

63%20% 

17%

In uence o  social media on roduct o erings and distribution strategies (41) 

No
in uence

De endent on
ado tion

by intermediaries
In uential
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Emerging trends in 
social media

How do you see the emerging trends in 

offerings and distribution strategies over 

Selected responses

•  
  afforded by social media will have an impact in terms of product offerings because of our ability to raise  
 awareness about our products.” — North America

•  
 increased access and opportunity to view, purchase, redeem and transfer funds via mobile applications. I 
 see increased activity on Facebook and other social media platforms through discussion forums, bloggers and 

North America

• “ Social media has been penetrating among investment trust investors, so we believe that by the right use of social  
 media, we can increase the sales of our investment trust products. We are planning to make the most use  
 of social media for our business. At the same time, however, face-to-face selling will continue to be important  
 because we have to offer the right product depending on the particular needs each investor has. A person-to- 

 Japan

•  
 

 channels will align with current distribution channels. In the second phase, I envision social media channels  
 becoming direct distribution channels, if they can be connected to your operating system.” — Europe

•  
 changing sales process. The role of banking and consultants will become more important. It’s divergent because  
 investors might get persuaded by blogs and other social media avenues, but they still need the sales process 
 to access these products. We have a big focus on the social media platform, keeping our website up to date,   
 allowing for web-based and mobile transactions, etc., but this is more for the brand awareness aspect of our  
 business.” — Asia excl. Japan

•  
 important. As digital platforms continue to grow, it will become easier to contact end customers [retail  
 customers].” — Europe

Trends in social media — what those in favor said
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Emerging trends in 
social media

How do you see the emerging trends in 

offerings and distribution strategies 

Trends in social media — what those against said

Selected responses

•  
 However, we’re open to any changes that we might have to make to adapt to social media. Technology is moving  

Europe

• “ We don’t see social media doing much with regulated funds. We handle our distribution through our  
 intermediaries, which is a growing area. But I don’t see social media affecting our distribution or product  
 offerings. The only way I see social media affecting that is if we see additional demand from intermediaries for  
 some kind of additional support, whether it’s a sponsored Twitter feed or something they can send on to their  
 customers. Then, we might do that. But at this point, we haven’t seen much reason for it.” — North America

•  
 not feel we need to do something about it. If social media gains more popularity among individual investors, we  
 might change our policy and do something.” — Japan

•  
 Our group [corporate], however, [utilizes social media] as a communication channel to increase visibility for our  
 products.” — Europe

• “ Social media is a great feedback mechanism regarding performance, but it has no material importance and  
 

 security features, allow access to account information via mobile devices, as well as process web-based and  
 mobile transactions.” — North America

• “ It’s not big for us because we deal primarily with institutional investors. It’s really not linked to our business 
 model.” — Europe

•  
 we are in a heavily monitored and regulated industry, and social media is not used for offerings at this 
 point.” — North America

• “ We’re an institutional manager and we sub-advise to those who do it, so we are minimally impacted. 
 While this is a huge issue in the industry, because of our institutional investor client base, it is less important 
 for us.” — North America
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development
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Demand from both institutional and retail clients — not 
changes in the regulatory environment — is driving 
product development. Institutional investors are driving 
the development of customized solutions, and regulated 
fund providers are responding. This trend is particularly 
acute in Europe. 

The nascent demand among a growing base of retail and 

and hedge fund products is also driving idea generation. 

Managers’ considerations when developing new products 
also point to a return to “normal.” Their focus is  

rather than risk management, regulatory impact or 

That said, given the rapidly evolving regulatory landscape 
in Europe, managers in Europe are clearly more focused 
on the regulatory impact on new products than are 
managers in other regions. 

Sourcing idea generation — investor demand and 
competitors’ offerings are most important 

Idea generation
Please select the two most important sources of

idea generation for new products.

  

New product development
Please select the three most important considerations for your

organization when developing a new product.

  

2%

2%

10%

44%

63%

73%

Unregulated products
(implementation in a

regulated fund
framework)

Regulatory-driven
development

Third-party service
providers/consultants

Products of
competitors

Retail investor
demand

Institutional investor
demand

Most important sources of idea generation
Total (41) 

85%

83%

78%

34%

10%

2%

86%

82%

73%

41%

5%

0%

82%

73%

82%

36%

27%

0%

88%

100%

88%

13%

0%

13%

Current investor
demand

Ability to grow AUM

Pro tability

Risk pro le

Regulatory impact

Tax impact

Most important considerations in product development 

Global (41)
North America (22)
Europe (11)
Asia and Latin America (8)
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Because managers are intending to add new products 
and strategies to achieve growth, it is important to 
ensure product development has dedicated resources 
with a clear mandate. 

Larger managers tend to have larger dedicated teams 
than smaller managers, in part because they have more 
resources, but also because these managers are more 
likely to offer a wider range of products requiring more 

no coincidence that these managers have been more 
successful at launching new products than have 
smaller managers.

For the minority of managers with no dedicated product 
development group, product development is generally 
led by portfolio managers and client-facing distribution 
teams. These managers may bear greater risk in being 
able to operate and administer products, and they need 
to ensure that the product development effort includes 

and risk management, operations, legal, compliance 
and marketing.

Product development departments

Product development

  Does your organization have a department
dedicated or assigned to product development?

Approximately what is the size of
that department?

81%19%

Department dedicated to product development (42) 

YesNo Yes

21 people

34 people

10 people

Total (34)

Over US$100b (16)

Under US$100b (18)
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Although risk does not rank among the top three 
considerations for idea generation, risk considerations 
are key to ongoing product development initiatives.

Essentially, managers tend to bring risk management into 
the new product process after ideas are generated, but 
still early on in the development process. 

Larger managers are more likely to engage risk 
management earlier than smaller managers. This 

 
and resources. 

Risk management typically involved in product 
development after idea generation is completed

Risk management
At what point during the product development process is risk management involved? 

  

Introduction of risk management

2%

0%

5%

36%

30%

41%

41%

40%

41%

After initial idea
capture/conception, but

prior to development

During product
development

21%

30%

14%

Early on/idea
generation

Subsequent to development,
when product is ready for

production and release

Total (42)

Over $100b (20)

Under $100b (22)
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Managers in North America are ahead of their 
counterparts in other regions in working with third parties 
to assist in the product development process. This may 

outsourcing or the closer relationship they have with 
service providers than have their counterparts.

More than half of organizations also involve third parties in 
the product development process …

Product development
Does your organization collaborate with third-party service providers or

consultants in the product development process?

  

55%

68%

42%

38%

Global

North America

Europe

Other

Regional breakdownCollaboration with third-party service providers (42) 

55%45% YesNo Yes
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… across a number of key services

Managers are most likely to engage third parties for 
 

by legal advice. 

Europe, where many managers need to consider intra-
jurisdictional issues as part of their product development. 

Although smaller managers are somewhat more likely to 

are, larger managers are more likely to bring in third 
parties earlier in the product development cycle. This is at 
least in part because smaller managers need to be more 
judicious about where they make their investments. 

Bringing in third parties improves the chances of 
successful product launches, but can also help prioritize 
where an organization makes investments and avoid 

 
little potential.

Product development process

  

Please select all the ways in which third-party providers
assist in the product development process for

your organization.

At what point during the product development
process are consultants or third-party service

providers brought in?

30%

39%

61%

65%

70%

Operating model/governance

Support on product marketing

Legal

Review of possible tax
implications

Strategy

Third-party service provider assistance
Total (23) 

44%

22%

35%

60%

30%

10%

31%

15%

54%

Early on/idea generation

After initial idea
capture/conception, but

prior to development

During product development
 

Stage at which third-party service providers are brought in 

Total (23)

Over $100b (10)

Under $100b (13)
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The product development process takes longer for 
managers in North America than for managers in other 
regions. This may be linked to the fact that they are more 
likely to engage outside help, which adds additional views 
or alternatives to consider. 

Unsurprisingly, smaller managers tend to have lower 
minimum targets for the launch of new products — as do 
managers in Asia and Latin America. 

The product development process takes between three 
months and one year for most managers

Product development
On average, what is the length of time from

idea capture to when a new product is released or
open to subscription?

Typical minimum target size
In your organization, what is the typical minimum

target size to launch a regulated fund product
(excluding customized products)?

5%

53%

42%

0%

43%

57%

0%

64%

36%

25%

63%

12%

Up to 3 months

Between
3 and 6 months

Between
6 and 12 months

Global (40)

North America (21)

Europe (11)
Asia/LatAm (8)

Length of product development process 

22%

29%

7%

42%

18%

27%

5%

50%

9%

27%

18%

46%

50%

38%

0%

12%

Less than US$25m

US$25.00m–
US$49.99m

US$50.00m–
US$99.99m

US$100.00m—
US$499.99m

Typical minimum target size
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Compensation 
and alignment
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Managers are generally in the driver’s seat when 
determining their compensation structure. They 
change their compensation model to respond to market 
conditions, competitive pressures and the desire for 
alignment with their customers’ objectives. 

That is the case until there is a regulatory catalyst. In 

such a change, and a much higher proportion of Europe-
based managers point to regulation as having an impact 
on their compensation structure. 

Managers in other jurisdictions need to understand how 

them and identify strategies to address the potential 
impact on their business models.

 
more than the market, regulation or tax, except in Europe 

Compensation structure
Which of the following has had the greatest impact on your compensation structure/model?

54%

27%

19%

65%

30%

5%

33%

11%

56%

50%

38%

13%

Internal decision

Market/competitor
changes

Regulatory and tax
changes

Global (37)

North America (20)

Europe (9)

Asia and Latin America (8)

Impacts on compensation structure
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Most managers employ multiple compensation models in 

of equity or co-investment arrangements and defer more 
compensation in the future.

Managers in Europe that use equity are more likely to see 
it as an inducement to reward performance rather than a 
retention tool, whereas many managers in North America 
see equity as a retention tool.

Although Europe-based managers are currently less 
likely to use equity as a component of compensation than 
their North American competitors, all require at least 
part of compensation to be deferred, whereas just 55% 
of managers in North America do. That said, European 

and AIFMD regimes are implemented.

Managers also have to consider and address “netting 

performing individuals during times of poor overall 

compensation committees, it is surprising that about 
20% say they do not use a formal committee to 
determine compensation. 

Managers employ multiple compensation models; more 
expect to use equity and defer compensation in the future

Compensation models
Which of the following compensation models

does your organization utilize? Please check all that apply

Compensation committees
Does your organization use
compensation committees?

32%

37%

42%

61%

66%

79%

48%

45%

53%

79%

79%

87%

Co-investment arrangement
(investment of compensation

in investment product(s))

Multiyear bonus arrangement

Interest in management
company/ rm equity

Annual bonus cash and equity 

Deferred compensation (earned in
one year and

paid in a later year(s))

Annual bonus — cash only

Compensation models utilized (38)

Currently use Expect to use in ve years

79%

Yes

No
21%

Use of compensation committees (38)
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It is not surprising that bonus awards often combine 
formula-based and discretionary components. The 
weighting of these components is likely to shift based on 
the seniority level and role of an employee. 

According to two respondents from North America:

“ It depends on the position. We have qualitative goals 
 and some also have quantitative weightings based on 
 the percentage of goal met.” — North America 

“ For senior managers and those who are sales-based,  
 amounts are determined on net new funds and …  
 performance. But, with both forms — formula and  
 discretionary — there is always a discretionary 
 overlay.” — North America

It is surprising that nearly 25% of managers would say 
that bonuses are awarded entirely on a discretionary 
basis. For the 33% of those managers in Europe who 
awarded bonuses entirely on a discretionary basis, 
changes will need to be implemented as a result 

Of the 65% of managers that award at least some 
discretionary compensation, almost 40% provide for 
more than half of the bonus to be discretionary. 

and discretion, the current regulatory environment 

enhanced alignment may drive further changes by 
managers to a more formulaic and structured approach 
for a greater proportion of compensation. 

Bonuses are typically awarded based on a combination of 
discretionary and formula-based amounts

Bonus
If bonuses are awarded, how are the

amounts determined?

Discretionary bonus
What percentage of the total compensation

is discretionary?

13%

24%

63%

Formula-based

Discretionary

Combination of
discretionary

and formula-based

Bonus determinants
Total (38)

11%

52%

19%

19%

0–%24.99%

25.00%–49.99%

50.00%–74.99%

75% or greater

Discretionary bonus
Total (27)
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Nearly 70% of managers determine their formula-based 
bonus awards according to a number of factors that take 
into account the individual’s objectives and the overall 

Among the views of respondents: 

 strategies for the accounts that you’re responsible for  
 managing. In all cases, regardless of what part of the 

 
— North America

“ Analysts get a base plus bonus, which is more 
 focused on their individual security recommendations.  
 For a [portfolio manager], it is based on the 
 performance of the strategy and the amount they  
 manage with overlays. There are also some qualitative  
 factors  like leadership, sitting on committees,  
 mentorship, etc.” — North America

 
 and asset gathering.” — Europe

Formula-based bonuses generally combine several 
different metrics

Calculating bonuses
How are formula-based bonuses calculated?

7%

11%

14%

68%

Percentage of
base salary

Based on performance
of investment

funds/products

Based on performance
of rm

Combination

Calculating a formula-based bonus
Total (28) 
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Managers in North America tie the highest proportion 
of total compensation for investment professionals 

many say more than 50% of compensation for these 
employees is tied to product performance as do managers 

alignment with end investors’ objectives, as well as the US 
mentality of “pay for performance.” 

Surprisingly, a handful of managers say there is no 
correlation between compensation of investment 
professionals and product performance.

Performance-based compensation

portfolio manager(s), what percentage of

Performance-based compensation for

On average, what percentage of these employees’

39%

21%

14%

4%

11%

43%

24%

11%

4%

7%

50.00% or
more

25.00%–
49.99%

10.00%–24.99%

1.00%–9.99%

No correlation

Currently tie

Shoul  e tie

10%

7%

17%

30%

13%

17%

7%

20.00%–29.99%

30.00%–39.99%

40.00%–49.99%

50.00%–59.99%

60.00%–69.99%

70.00%–79.99%

80.00% or more
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mandatory deferral of compensation while about 

discretionary approach.

Although Europe-based managers are less likely to 
currently compensate in the form of equity, all require at 
least part of compensation to be deferred. 

Surprisingly, for two-thirds of managers in Asia and Latin 
America, as well as a few managers in North America, 
deferral of compensation is not permitted.

More than 60% of managers defer some compensation

Compensation deferral
The deferral of a portion of an employee’s compensation, including annual bonus, in your organization is:

25%

42%

19%

14%

20%

40%

15%

25%

0%

50%

50%

0%

63%

37%

0%

0%

Not permitted

Mandatory

Part mandatory/part
discretionary

Discretionary

Deferral of compensation

Global (36)
North America (20)
Europe (8)
Asia and Latin America (8)
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Clawbacks can be an effective tool to mitigate the 
incentives for taking outsized risks to boost short-term 
performance. They can also help to address netting risk 
across strategies. 

Cultural biases appear by region: managers in Europe 

whereas managers in North America and other regions 
are split. 

compensation should be subject to clawback … 

Clawback
Should the retention or payment of variable compensation be subject to clawback?

60%
40%

Variable compensation subject to clawback   

Yes
No
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Despite the apparent acceptance that variable 
compensation should be subject to deferral, managers 
believe that more than two-thirds of compensation should 
be paid in cash, and although Europe-based managers are 
more likely to tolerate deferrals for cash compensation, 
the majority believe that cash compensation should not 
be subject to deferral. 

New rules in Europe require 50% of variable compensation 
to be in units and shares of the investment funds or 
equivalent instruments, and subject at least 40% of 
variable remuneration to deferral. The period of deferral 
must be appropriate in view of the holding period 
recommended to investors and the risks inherent in the 
corresponding UCITS managed, typically, at least three 
years. This will likely force a massive shift in Europe; the 
impact on base salaries remains to be seen. Meanwhile, 
managers outside of Europe with Europe-domiciled 
UCITS will likely seek ways to ring-fence their European 

outside the region. 

… but still pay most compensation in cash now

Compensation in regulated funds industry
In general, how should professionals in the regulated funds industry be compensated?

68%

20%

12%

62%

25%

13%

75%

14%

11%

Cash

Equity or related
instruments of the

management
company or parent

Units or shares of
investment funds

Global (34)

North America (19)

Europe/Asia/LatAm (15)

Type by average % of total compensation  

Cash Now
Deferred up to 

three years
Deferred more 

than three years

85% 12% 3%

North 6% 2%

Europe/Asia/ 77% 20% 3%

Equity or related instruments

2% 72% 26%

North 3% 76% 21%

Europe/Asia/ 0% 64% 36%

Units or shares of investment funds

20% 60% 20%

North 21% 58% 21%

Europe/Asia/ 17% 62% 21%
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Future trends
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as the biggest driver of change in the regulated funds 
industry, followed by changing investor demographics. 

The result is surprising for at least two reasons. First, 
the asset management industry has been subject to a 

to be that the industry is convinced new regulations will 
continue to arrive at the same pace. 

but very different, impacts in North America and Europe 
compared with Asia and Latin America. Managers appear 
to see it as a longer-term evolution rather than a key 
driver of change over the medium term.

Global managers are still “chasing the regulatory burden,” 
and innovation in the industry is being restrained by their 
focus on what can and can’t be done within new regulated 
fund products. Managers need to look beyond regulatory 
concerns to the factors driving growth and change in the 
industry. Transparency, understanding client needs and 
goals, and developing new solutions to meet them while 

mutual success in the future.

Regulation is the biggest future driver of change in the 
regulated funds industry

Future of the regulated funds industry

14%

14%

24%

79%

Other

Shifts to alternative
strategies/demand

for new products

Changing investor
demographics

Regulatory
environment

Largest drivers of change
Total (42)

25%

6%

12%

12%

12%

15%

18%

Fees/Pro ts

Distribution

Product-related
limitations

Accounting and
taxation

Transparency

Cross-border
issues

Impact of regulatory changes
Total (33)
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Future of the regulated 
funds industry

What do you feel will be the largest drivers 
of change in the regulated funds industry 

Commentary on the future of the regulated funds industry

Selected responses

• “ Worldwide demographics are the largest driver of change in the regulated funds industry. A number of factors  
 contribute to this change. Mainly, people are living longer. Also, because of changing wealth and income levels 
 around the world, there is now a growing class of global investors with new needs — which we will need to 
 understand and address. Secondarily, I also see regulation, such as Dodd-Frank, impacting the regulated fund 
 industry.” — North America

• “ The largest driver of change is the regulatory environment, meaning that there are different requirements in all  
 jurisdictions, e.g., the US vs. Asia, vs. Latin America and so on. As a result, we need to prove that we can comply  
 and operate in all these jurisdictions in order to broaden our base and distribution.” — North America

•  
 

 
— Japan

• “ Regulatory developments and compliance will be the largest drivers of change in the regulated fund industry  
 

 to demonstrate that they are in control of their business — that they are in compliance. The tendency is to impose  
 more and more rules, which will have a negative effect on our industry, because more time will be devoted to  
 compliance, with less time to focus on product development to meet client needs.” — Europe

• “ I believe that regulatory changes will be the largest driver. Emerging competition from passive and other  
 

 will be a factor.” — Asia excl. Japan

• “ Regulation will be tough on managers worldwide and in Brazil. Regulations have already been tough on hedge  
 

 provides further sub-regulation codes in 40 classes. For each one, there are restrictions on what can and cannot  
 be done. Additionally, demographics is an issue in Brazil due to the aging of the population. By 2017 or 2018,  
 this, too, will increase regulations even further. Savings and retirement programs will be underfunded so that  
 will be a driver. Most people in Brazil do not have a retirement program. And many retirement programs here are  
 already underfunded.” — Latin America
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