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This report provides an overview of the evolving institutional 
investment consulting industry and the trends reshaping the 
consultant business model. It examines the evolving needs of each
institutional client segment (defined benefit, defined contribution,
endowments and foundations, and insurance general accounts),
as well as how asset managers can partner with key gatekeepers
to meet institutions' changing needs. Also covered in this report is
how asset managers can collaborate with consultants to meet 
institutions’ expanding needs and grow assets.

Data from this report comes from extensive executive interviews
and two proprietary surveys of institutional asset managers and
investment consultants. 

• Build actionable business plans to position your firm for success
with investment consultants

• Review the specialties of each investment consulting firm
• Identify asset allocation trends and product development 

opportunities
• Understand the evolving consulting model and potential 

opportunities to work with these gatekeepers
• Learn which client segments are expected to generate future 

opportunities for asset managers and gatekeepers

1. How will the evolving investment consultant landscape 
impact asset managers, investment consultants, and 
dedicated OCIO providers?

2. Which consulting firms are gaining market share and what
types of clients does each provider support?

3. As clients cede decision-making responsibility to investment 
consultants, how should asset managers work effectively with
gatekeepers under the outsourced chief investment officer
(OCIO) model?

4. How is asset allocation for institutional clients changing and
which asset classes will drive future manager search activity?

5. What new services beyond OCIO are consultants providing to 
institutional investors, and how can asset managers collabo-
rate with them to garner assets?

6. What are some of the best practices used by consultant 
relations professionals when partnering with investment
consultants?

7. What is the expected demand for future consulting services
across client types?

8. How can asset management firms collaborate with 
investment consultants to support institutional clients?

Questions Answered

Overview

Benefits

TO PURCHASE

LOOK INSIDE
12 pages of report content attached

http://www.youtube.com/user/CerulliInteractive
http://twitter.com/cerulli_assoc
http://www.linkedin.com/company/cerulli-associates


Table of Contents

4 The Evolving Investment Consulting Industry and Business ModelC
A

Table of Contents

Index of Exhibits...............................................................................................7
Report Scope ..................................................................................................11
Beneficiaries of this Report ..............................................................................................11

Report Roadmap..............................................................................................................11

Methodology ..................................................................................................13
Executive Summary .......................................................................................15
Key Findings ...................................................................................................16

Chapter 1: The Evolving Investment Consulting Landscape and 
Growing Needs of Institutional Investors ...................................................22
Evolution: The Changing Culture ....................................................................................25

Consolidation ..................................................................................................................25

Largest Consulting Firms ................................................................................................28

Challenges ......................................................................................................................30

Use of Consultants across Channels ..............................................................................31
Defined Benefit and Defined Contribution..............................................................32
Endowments and Foundations...............................................................................36

Institutions Need More Support .......................................................................................37

Asset Allocation Trends ...................................................................................................38
Defined Benefit and Defined Contribution..............................................................38
Endowments and Foundations...............................................................................40

A More Holistic, Risk-Based Approach ...........................................................................41

Shifting Strategies ...........................................................................................................43

Active versus Passive Management ...............................................................................50

Investment Vehicles Used ...............................................................................................53

Exchange-Traded Funds ................................................................................................55

Mandates Placed by Consulting Firms ...........................................................................59

Profiles of the 10-Largest Consulting Firms ....................................................................62

Chapter 2: Widening Spectrum of Service Offerings ..................................72
Consultant Services ........................................................................................................75

Overview of Institutional Marketplace .............................................................................77

Consultants Expand Services to Meet Tougher Institutional Demands ..........................83

Alternative Asset Capabilities ..........................................................................................84

Operational Due Diligence...............................................................................................86 

Manager Research and Databases: Need for Transparency Drives Growth ..................86
Implications for Asset Managers ............................................................................87



Table of Contents

The Evolving Investment Consulting Industry and Business Model 5 C
A

Moving Down Market ......................................................................................................88

Evaluation of Outsourced CIO Providers ........................................................................88

Pension Derisking Framework ........................................................................................89
Capital Market Drivers ...........................................................................................89
Regulatory Drivers ................................................................................................90
Accounting Drivers ................................................................................................90

Asset-Liability Modeling ..................................................................................................91

Liability-Driven Investing .................................................................................................91

Glidepath Management ...................................................................................................93

Pension Risk Transfers ...................................................................................................94
Lump Sums ...........................................................................................................95
Pension Buy-Ins .....................................................................................................95
Pension Buyouts ...................................................................................................96

Approaching Responsible Investing in a New Light, 

from Negative to Positive Screening Tools .....................................................................99
Which Client Segments Express the Most Interest in Including ESG Factors ....101
Investment Consultants' and Asset Managers' Value Add in a Nascent Trend ...104
ESG Access for Smaller Institutions.....................................................................107

Chapter 3: The Outsourced CIO Model ......................................................108
Overview .......................................................................................................................109

Definition of OCIO ................................................................................................109
OCIO Models ................................................................................................................110

Top OCIO Providers ......................................................................................................112

Not All OCIO Providers Are Created Equal ...................................................................114

Level of Discretion Provided .........................................................................................115

Fees ..............................................................................................................................117

Anticipated Growth and Potential Opportunities ...........................................................118

Growth Creates Opportunities for Asset Managers ......................................................121

Chapter 4: Consultant Relations .................................................................123
Consultant-Intermediated Sales ....................................................................................125

Organizational Structure ...............................................................................................128

How Does Your Firm's Compensation Stack Up? .........................................................132

Distribution ....................................................................................................................134
Gaining Face Time ..............................................................................................134
Characteristics of Relationships with Consultants ...............................................136
Servicing ..............................................................................................................137
Frustration with Consultants.................................................................................139
Key Client Segments for Consultants ..................................................................140
Portfolio Manager Attendance..............................................................................141



Table of Contents

6 The Evolving Investment Consulting Industry and Business ModelC
A

CIO Outsourcing and Its Impact on Consultant Relations ............................................142
OCIO Servicing ....................................................................................................145

Investment Consultant and Other Third-Party Databases ............................................146
How Many Databases? ........................................................................................147
Most Important Databases ...................................................................................149

Use of Automation Tools ...............................................................................................150

Company Index ............................................................................................152



Index of Exhibits

Chapter 1: The Evolving Investment Consulting Landscape and Growing
Needs of Institutional Investors 

1. Top-20 Investment Consultants by U.S. Institutional AUA, 2Q 2012...................28

2. Greatest Threats Presently Challenging Investment Consultants, 2013.............30

3. Consultant Use by Institutional Channel, 2013 ...................................................31

4. Consultant Penetration in Public DB, 2013 .........................................................32

5. Consultant Penetration in Public DC, 2013 .........................................................33

6. Consultant Penetration in Taft-Hartley, 2013 .......................................................34

7. Consultant Penetration in Private DB, 2013........................................................34

8. Consultant Penetration in Private DC, 2013........................................................35

9. Consultant Penetration for Endowments, 2013...................................................36

10. Consultant Penetration for Foundations, 2013....................................................37

11. Asset Allocation of the Largest 1,000 DB Plans, 

3Q 2010 versus 3Q 2012 ....................................................................................38

12. Endowment Asset Allocation, 2009-2012 FYE ....................................................40

13. Foundation Asset Allocation, 2009-2012 FYE .....................................................41

14. Investment Consultants Who Look at Asset Allocation in Terms of Risk 

Factors, 2013.......................................................................................................41

15. Asset Manager Perspective: Percentage of Consultants That Use 

Risk-Based Asset Allocation, 2013......................................................................42

16. Comparative Asset Allocation Defined Benefit Pensions, 2007 

versus 2012.........................................................................................................44

17. Comparative Asset Allocation Non-Profits, 2007 versus 2012 ............................44

18 Part 1. Top- and Bottom-15 Investment Universes by Institutional Net Flows, 

2Q 2012-2Q 2013 - Part 1 .........................................................................45

18 Part 2. Top- and Bottom-15 Investment Universes by Institutional Net Flows, 

2Q 2012-2Q 2013 - Part 1 .........................................................................46

19. Consultants' Top Expected New Manager Search Activity for Defined 

Benefit Pension Plans over the Next 12 Months, 2013 .......................................47

20. Consultants' Top Expected New Manager Search Activity for Non-Profit Clients

over the Next 12 Months, 2013 ...........................................................................48

21. Comparative Asset Allocation Defined Benefit Pensions, 2012 

versus 2014E.......................................................................................................49

22. Comparative Asset Allocation Non-Profits, 2012 versus 2014E..........................49

23. Demand for Passive Strategies by Institutional Client Type, 2013......................50

24. Investment Consultants’ Use of Active versus Passive across Asset Classes,

2013.....................................................................................................................51

Index of Exhibits

The Evolving Investment Consulting Industry and Business Model 7 C
A



Index of Exhibits

8 The Evolving Investment Consulting Industry and Business ModelC
A

25. Investment Consultants’ Expected Change in Use of Passive Strategies, 

2013 versus 2015................................................................................................52

26. Investment Consultants' Current Client Assets by Investment 

Vehicle, 2013.......................................................................................................53

27. Investment Consultants' Expected Change in Use of Various 

Investment Vehicles over the Next 12 Months, 2013 ..........................................54

28. How Institutional Investors Are Using ETFs, 2013 ..............................................56

29. Reasons Consultants Recommend Use of ETFs in Institutions’ 

Portfolios, 2013....................................................................................................57

30. Use of ETFs across Asset Classes, 2013 ...........................................................58

31. Consultant Firm Share of Mandates Placed, 1Q 2012 through 2Q 2013............59

32. Consultant Firm Share of Mandates Placed Defined Benefit Plans, 

1Q 2012 through 2Q 2013...................................................................................60

33. Consultant Firm Share of Mandates Placed Endowment/Foundation, 

1Q 2012 through 2Q 2013...................................................................................61

34. Consultant Firm Share of Mandates Placed Defined Contribution Plans, 

1Q 2012 through 2Q 2013...................................................................................61

Chapter 2: Widening Spectrum of Service Offerings 
35. Average Traditional versus Outsourced CIO Percentage of 

Assets Under Advisement, 2009-2012 ................................................................76

36. Investment Consultants' Expected Allocation of Traditional  

versus Outsourced CIO Business in Three Years, 2013 .....................................76

37. Institutional Market Sizing, 2001-2012 ................................................................77

38. Institutional Market Asset Projections, 2013E-2018E..........................................78

39. Investment Consultant Business Segmentation by Institutional 

Channel and Service Offering, 2012 ...................................................................79

40. Investment Consultants' Client Composition by Services 

Offered, 2012.......................................................................................................80

41. Investment Consultants' Expected Growth of New Business 

by Client Segment, 2013 .....................................................................................81

42. Investment Consultants' Planned Headcount Changes, 2013 ............................82

43. Investment Consultants' Specialty Services Provided to Clients, 2013...............83

44. Proportion of Alternatives Investors Using Investment Consultants

by Investor Type, 2013 ........................................................................................85

45. Proportion of Alternatives Investors Using Investment Consultants 

by Asset Class, 2013...........................................................................................85

46. Pension Derisking Opportunity Set, 2013 ...........................................................89

47. Objectives of LDI, 2008-2012..............................................................................92

48. Pension Risk Transfer Alternatives .....................................................................94

49. Bulk Lump-Sum Experience, 2012......................................................................97



Index of Exhibits

The Evolving Investment Consulting Industry and Business Model 9 C
A

50. Strategies Used to Implement SRI/ESG Investment Mandates, 2013 ..............100

51. Percent of Clients Requesting Addition of ESG Strategies, 2013 .....................102

52. Average Number of Products/Funds Currently Tracked that 

Incorporate ESG by Asset Class, 2013 ..............................................................104

53. Distribution of ESG Ratings by Asset Class, August 2013 ................................105

54. Asset Classes with the Most Potential for Growth of SRI/ESG Strategies/

Overlays, 2013 ...................................................................................................106

Chapter 3: The Outsourced CIO Model 
55. Spectrum of Outsourcing Providers, 1Q 2013 ...................................................110

56. Largest Providers of Investment Outsourcing by Assets, 1Q 2013 ...................112

57. Level of Discretion Provided by Outsourced CIO Providers, 2013....................115

58. Outsourced CIO Providers' Client Composition by Level of 

Discretion, 2012.................................................................................................116

59. Fee Structure for CIO Outsourcing, 2013 ..........................................................117

60. Outsourced CIO Providers' Expected Growth of CIO Outsourcing 

for Pension Clients by Market Segment, 2013 ..................................................118

61. Outsourced CIO Providers' Expected Growth of CIO Outsourcing 

for Non-Pension Institutional Clients by Market Segment, 2013 .......................120

62. Outsourced CIO Providers' Expected Growth of CIO Outsourcing 

for Pension Clients by Account Size, 2013........................................................120

63. Outsourced CIO Providers' Expected Growth of CIO Outsourcing 

for Non-Pension Institutional Clients by Account Size, 2013.............................121

Chapter 4: Consultant Relations 
64. Institutional Flows: Consultant-Intermediated versus 

Direct, 2013 .......................................................................................................126

65. Segmentation of Consultant-Intermediated 

Flows, 2013 .......................................................................................................127

66. Future Level of Emphasis Placed on Consultant 

Relationships, 2013...........................................................................................127

67. Average Consultant Relations Headcount Segmented 

by Asset Tier, 2013 ............................................................................................128

68. Asset Managers' Planned Headcount Changes over the Next 

12 Months, 2013................................................................................................129

69. Percentage of Asset Management Firms with Dedicated 

Consultant Relations Teams, 2013....................................................................129

70. How Asset Management Firms Cover Investment Consultants, 2013 ................13

71. Structure of Consultant Relations Teams, 2013 ................................................131

72. Consultant Relations Professionals' Compensation Structure, 2013 ................132



Index of Exhibits

10 The Evolving Investment Consulting Industry and Business ModelC
A

73. Average Compensation Level for Consultant Relations 

Professionals, 2013...........................................................................................133

74. Compensation Structure for Incremental New Business under 

OCIO Relationships, 2013.................................................................................133

75. Effectiveness of Strategies for Targeting Investment 

Consultants, 2013..............................................................................................134

76. Importance of Qualities in Relationships with Investment 

Consultants, 2013..............................................................................................136

77. Importance of Qualities in Relationships with Investment 

Consultants, Ongoing Servicing, 2013 ..............................................................137

78. Asset Managers' Greatest Sources of Frustration with the 

Consultant Community, 2013 ............................................................................139

79. Client Sectors Where Consultant Relationships Are 

Most Important, 2013.........................................................................................140

80. Frequency with Which Portfolio Manager Attends Consultant  

Meetings, 2013..................................................................................................141

81. Outsourced CIO: Impact on Consultant-Intermediated Business, 2013............143

82. Outsourced CIO: Impact on the Volume of RFPs, 2013....................................144

83. Client Servicing Responsibilities under OCIO, 2013 ........................................145

84. Number of Consultant and Third-Party Databases Maintained 

by Asset Management Firms, 2013...................................................................148

85. Top-Five Most Important Investment Consultant or Other 

Third-Party Databases, 2013.............................................................................149

86. Plans to Incorporate Automation Tools for Consultant/Third-Party 

Database Updates, 2013...................................................................................151



SAMPLE SECTION 

from

THE CERULLI REPORT: 

THE EvOLvINg INvESTMENT CONSULTINg INdUSTRy ANd

BUSINESS MOdEL: OPPORTUNITIES fOR INSTITUTIONAL

ASSET MANAgERS



The Evolving Investment Consulting Landscape Chapter 1

30 The Evolving Investment Consulting Industry and Business ModelC
A

Challenges

Increased competition due to mergers and acquisitions among investment consulting firms

in recent years (30%) and perceived expertise in alternative investments (26%) were con-

sidered major threats currently challenging the investment consulting business.  

Industry consolidation has been driven by both client needs and consulting firms’ desire to

grow their business and revenue. For those firms looking to grow their assets under ad-

visement and compete in the outsourced CIO space, consolidation has been a viable option.

As mentioned, these mergers have offered firms a quick way to expand and diversify their

client base, grow assets, as well as diversify and enhance services offerings. However,

many boutique and mid-sized firms choose to remain independent and instead focus their

expertise on a particular client segment (i.e., foundations) or new service offering (evaluation

of outsourced CIO providers). These consolidations are making life more difficult for many

small shops that don’t have the expanded reach and resources of a large global firm. Cerulli

contends that while larger firms have a competitive advantage, there will always be room

for smaller consulting firms. Many institutional clients still prefer the personalized attention

that a boutique firm offers, especially those shops with expertise in particular client seg-

EXHIBIT 2: Greatest Threats Presently Challenging Investment 
Consultants, 2013
Increased competition due to M&A activity among investment consulting firms was considered the
greatest threat challenging investment consultants.

Sources: Cerulli Associates, in partnership with Institutional Investor Insitute
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Investment consultants are highly influential in the institutional market. Cerulli’s recent sur-

vey of institutional asset managers indicates that consultant-intermediated business ac-

counts for just less than 60% of 2012 asset flows, with the remainder coming from direct

sales. Further segmentation of the data by firm size shows that consultant-generated busi-

ness was greater for smaller firms with $10 billion or less in asset under management, ac-

counting for 75% of these firms’ asset flows. Conversely, asset management firms with

greater than $50 billion in AUM generated a little more than half of their asset flows through

direct sales, with 52% of asset flows coming from direct sales, while the other half (48%) of

new flows were consultant-intermediated. Partnering with investment consultants is a ben-

eficial strategy for firms with a small salesforce and limited distribution resources. While the

due diligence process can be grueling, efforts expended could pay off handsomely with

multiple wins and less time and resources employed thereafter. 

EXHIBIT 64: Institutional Flows: Consultant-Intermediated versus 
Direct, 2013
Consultant-intermediated business accounts for just less than 60% of 2012 asset flows, with the re-
mainder coming from direct sales.

Sources: Cerulli Associates, in partnership with the Institutional Investor Institute 
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