
ASSET MANAGEMENT 
IN MOTION:  
THE EMERGING ROLE 
OF PRIVATE EQUITY

Asset management has until now provided limited investment opportunities for financial investors, but for a few specialised 
players. This is changing fast as it has become an industry in “disruption”, whose wide-scale transformation is driven by powerful 
forces (persistence of low yields, enhanced public scrutiny and regulatory oversight, increased competitive rivalry in the form of 
passive management, individualisation of savings, “digital revolution”).

Asset management now seems ripe for consolidation as recent high-profile combinations illustrate (Janus-Henderson, Aberdeen-
Standard Life, Amundi - Pioneer). While the rationale for strategic mergers is often clear, we expect this consolidation process 
to come in many shapes and sizes, also presenting opportunities for financial investors. The industry’s overall fragmentation and 
inefficiency, the rapid blurring of national boundaries which for so long appeared to be an inherent attribute, the long tail of 
subscale manufacturers and distributors offer a fertile hunting ground for agile private equity investors.
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Private equity 
has up-to-
now played a 
minor role in 
the industry’s 
consolidation 
process

Asset management and related services have 
traditionally not been a target for private equity. 
Continental Europe as opposed to the US and, to 
a lesser extent, the UK has been characterised by 
a higher degree of integrated businesses, most 
asset managers being part of a larger financial 
services group, attached to banking or insurance 
distribution networks. When asset managers 
came for sale, competition from strategic 
acquirers or, alternatively, a stock exchange 
listing proved too powerful a competition for 
private equity investors.

Nevertheless, private capital has always played a 
role in the industry, primarily as a source of new 
venture funding, often deployed by private equity 
investors affiliated with asset managers (“corporate 
venture” models) or specialised funds. 

What is striking at the moment is the surge not only 
of private equity deals (majority LBO transactions 
or minority stakes) involving asset managers1 but 
also transactions targeting “hybrid” players, e.g. 
“integrated asset management” businesses2 and 
service platforms to the asset management industry. 
This latter “hybrid” segment still represents a 
significant number of transactions.

1.  In the wider sense of the word, including specialist alternative managers: hedge fund, private equity / debt, real assets (infrastructure, real 
estate) managers.

2.  Private banks and wealth managers, retail banks, insurance companies where asset management forms a core part of the business.
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The asset 
management 
opportunity for 
private equity 
funds

Whilst long the preserve of specialist operators, 
more and more generalist private equity funds are 
today viewing the asset management industry as 
presenting fertile ground for deals.

Most asset managers fall into the “mid-cap” 
category, which is what most private equity houses 
focus on in Europe and where rivalry for deals 
is currently at its peak. Expanding in the asset 
management space offers scope for diversifying 
investment portfolios away from the crowd and 
discouraging acquisition multiples. 

In addition, in this “mid-cap” segment, private 
equity managers will come upon the same 
investment themes they are used to in other 
“traditional” industries:

•  Consolidation opportunities in the target’s home 
market or abroad to complement the range of 
investment capabilities, generate economies 
of scale or access new distribution channels, 
thereby enabling private equity investors to 
leverage their build-up skills;

•  International development, such as creating 
a solid pan-European footprint or taking 
advantage of fast-growing pools of financial 
savings on the back of a successful home-grown 
model (Asia, Middle East, Latin America), as 
a key strategic challenge for most mid-sized 
operators;

•  Thinly-capitalised businesses which lack 
resources to fund their development;

•  Complacent organisations, having often grown 
in the reassuring shadow of a benevolent 
parent, and requiring the injection of strategic 
vision and new management blood;

•  The digital disruption and associated challenges 
and opportunities (innovation in manufacturing 
and distribution).

Finally, asset managers still present exceptional 
profitability (35% EBITDA margin globally) with 
often underutilised balance sheets. As a result, 
these companies can lend themselves easily 
to financial engineering (subject to regulatory 
compliance).

For all these reasons, our conviction is that the 
above-mentioned industry restructuring process 
will not boil down to a mere game of consolidation 
and economies of scale.
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Note: (*) includes private equity funds, infrastructure funds, private 
debt funds, etc.  
Source: INDEFI analyses.

Note: (*) Belgium, Denmark, Finland, France, Germany, Italy, 
Luxembourg, Netherlands, Norway, Spain, Sweden, Switzerland, 
United Kingdom. Sources: Mergermarket, INDEFI analyses.
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Where financial 
investors can 
differentiate 
vs. strategic 
acquirers

Whenever they can materialise synergies, strategic 
acquirers will have a head start over financial 
investors.

In many instances, transactions in the asset 
management industry will not lend themselves to 
this model, thus offering opportunities to financial 
investor. We have come across situations where 
the combination of two existing asset managers 
would not result in the best outcome for all involved 
stakeholders but required a “neutral” third-party 
source of capital.

•  Spin-offs from integrated groups (e.g. banks 
of insurance companies) where the asset 
management business was considered non core 
yet strategic enough not to fall in the hands of  
a peer or potentially-competing established 
brand name;

•  Transfer of ownership at investment boutiques 
due to a new generation where ensuring the long 
term alignment of interest with the next generation 
of executives and portfolio managers was key to 
the success of the transaction;

•  Asset management businesses dependent on the 
investment consultant or fund selection channels 
where a merger would immediately translate into 
significant business at risk;

•  Hybrid “non pure” asset management models 
initially requiring patience and strategic flexibility 
before carving out the different components of 
the business;

•  The ‘mainstreaming’ of alternative investments 
requiring more solid ownership status for 
specialised investment boutiques and long term 
flexible remuneration models poorly matching 
the “grids” of rigid established businesses.

These examples demonstrate the opportunity for financial acquirers. We thus expect private equity investors 
to take advantage of the transformation of the European asset management industry. This may increasingly 
take the form of specialised investment vehicles funded by limited partners which will be attracted by the 
expected level of returns and the possibility to more closely monitor investment innovations.
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ABOUT INDEFI INDEFI is a strategy advisor for the investment management business in Europe. Our exclusive focus on 
top line growth in one industry, the use of our own field research and the skill diversity of our consultants 
form the bedrock of our consulting philosophy. This gives us an unparalleled vantage point from which we 
aim to serve our clients - asset managers, private equity and infrastructure investors (and their portfolio 
companies) - with understanding, insight and actionable advice. We provide strategic business growth 
advice to our clients which can cover markets, products, client groups and a combination thereof.

With our joint private equity and asset management practices we find ourselves at the junction of change 
and the merging agenda in both industries. If you are an asset manager we are happy to help define any 
organic or non-organic corporate strategy for your business, including any private equity option. If you 
are private equity investor we can help in defining and implementing your investment strategy in the asset 
management sector.
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How do you 
see the role 
of Private 
Equity in asset 
management?

There have not been many private equity deals in 
the European asset management sector to date. 
Apart from ourselves the most prominent deals 
have been Gartmore (now part of Henderson), 
Martin Currie, DNCA and Russell Investments. We 
may well be entering a period in which private 
equity is more active. The problem is that while the 
valuation of listed asset managers is not particularly 

high, they are high for a typical private equity entry 
point. The drive for consolidation and cost savings 
plays into the hands of strategic deals occurring. 
Private equity can play a role in building and 
scaling up businesses. However, such a ‘buy and 
build’ approach is easier to implement in adjacent 
businesses such as private wealth management 
where money is stickier.

What is 
happening now 
and what are 
the main drivers 
which account 
for such a trend?

It is typically about the seller. We see a significant 
shift in circumstances for asset managers with 
barriers to entry going up dramatically. Barriers 
to entry are caused by regulatory pressure, 
technology and a shifting distribution model. This 
places pressure on small, independent firms and on 
mid-sized, sub-scale businesses. It is also causing 

lots of banks and insurance companies to question 
their involvement in asset management. 

Anyone willing to consolidate has a cost advantage. 
In the case of a standalone deal it is difficult for 
private equity to squeeze out cost. Most private 
equity buyers will be growth investors. 

How can a PE 
fund compete 
with strategic 
buyers?

Strategic mergers or acquisitions are not always the 
right solution. It can be very disruptive to a business 
with staff (or whole teams) leaving and investment 
consultants putting you on hold. While strategic 
buyers typically are willing to pay more, they may 
also easily destroy value. 

We believe that the circumstances under which a 
strategic buyer and financial buyer would seek to do 
a deal are different. Anyone willing to consolidate 

has a cost advantage. With the barriers to entry 
going up, a good part of corporate activity will be 
strategic. However, we feel that we wouldn’t be 
where we are, were it not for the route we followed. 
If it works it is powerful and very beneficial for the 
acquired firm. Additionally, regulation and bonus 
caps may well push more businesses into private 
equity deals as incentivising employees through 
stock becomes a more attractive solution.

What are the 
benefits for 
asset managers 
considering 
acquisition by a 
private equity 
fund and what 
should they 
expect from it? 

We can only speak from our own experience, 
which was positive. TA Associates brought a wider 
perspective, enhanced governance and reporting 
discipline. It helped us refocus and promote better 
behaviours and supported the regeneration and the 
growth of the business, which helped prepare us for 
being listed.

The TA Associates representatives who did the deal 
were subsequently on our board. They were people 
with deep knowledge of asset management, who 
responded well in bad times and understood the 
dangers of cost cutting in certain areas at the 

wrong time – such as marketing spend – which 
could ultimately damage the ability of the business 
to recover. As such, the ownership experience was 
very positive.

The deal also allowed for the introduction of widely 
spread share ownership with 95% of the staff 
owning stock. This could not have been achieved 
in a strategic deal. This widespread ownership 
concept is best applied in asset management as it 
fosters the right culture and aligns everyone’s long 
term interests. 
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