
GAM Holding AG Annual Report 2016

14 Our strategy

OUR STRATEGY

Our industry – 
challenges and 
opportunities

The asset management industry has faced 
growing challenges over the past few 
years. Professionally managed assets 
worldwide increased only 1% in 2015 
to USD 71.4 trillion after growing at an 
average annualised rate of 5% from 
2008 through 2014, driven mainly by 
rising asset prices.1 

The current historically low yields and 
elevated asset prices, along with a 
slowdown in global wealth creation amid 
anaemic economic growth, leave little 
room for a repeat of these past growth 
rates. The outlook for net new industry 
flows may also be constrained as 
the retirement of the ‘baby boomer’ 
generation will require pension schemes 
around the globe to return funds to 
their beneficiaries and as sovereign wealth 
funds increasingly deploy capital to 
stimulate their economies. 

At the same time, regulatory and 
compliance costs are expected to 
continue to rise, with future increases 
likely outpacing industry revenue 
growth.2 When making new investments, 
institutions and private individuals are 
already more conscious of fees and value 
created relative to their expectations. 

This trend is expected to strengthen, 
reinforcing the industry’s ‘barbell 
dynamics’, whereby traditional actively 
managed investment products are 
losing market share to benchmark-
agnostic ‘new actives’ (such as specialty 
strategies, solutions and alternative 
investments) and to passive funds.3 
However, passive investments alone 
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Source: The Boston Consulting Group, Global Asset Management 2016 – Doubling Down on Data, July 2016.

are not likely to deliver the returns that 
investors expect in the coming years.

Economies and markets are forecast to 
remain volatile in the face of monetary 
policy and fiscal challenges as well as 
political processes whose outcomes 
are difficult to predict. Markets and asset 
classes have recently been highly 
correlated, driven by expansionary 
monetary policy in major economies 
around the globe. Diverging and 
normalising monetary policy together 
with greater dispersion in markets 

1 The Boston Consulting Group, Global Asset Management 2016 – Doubling Down on Data, July 2016.
2 CaseyQuirk by Deloitte, Survival of the Fittest: Defining Future Leaders in Asset Management, December 2016.
3 The Boston Consulting Group defines traditional active products to include domestic large-cap equity, domestic government and corporate debt, money market and structured 

products. Passives include equity and fixed income ETFs and other passive products. Specialties on the equity side include foreign, global, emerging market, small- and 
mid-cap, and sector products; and on the fixed income side – emerging market, global, high yield and convertible products. Solutions include target date, global asset allocation, 
flexible, income, liability-driven and traditional balanced investments. Alternatives include hedge funds, private equity, real estate, infrastructure, commodity funds and liquid 
alternative mutual funds (absolute return, long/short, market neutral and volatility). 

will offer a fertile ground for active 
discretionary and quantitative managers 
to outperform. Investors will be looking 
for differentiated, benchmark-agnostic 
active funds, absolute return and 
systematic strategies to meet their needs. 

Our product range is aligned to benefit 
from these market conditions, while 
the strategic initiatives we have been 
implementing since 2015 put GAM on the 
right track toward addressing long-term 
industry challenges. 
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Our business model

Investment performance

Differentiated product
offering

Global distribution

Operating efficiency

Advancing
the potential

of clients’
capital

Sustainable 
growth for all 
stakeholders

Shareholder
value

Our mission

We are an independent global asset 
management firm built by investors, 
for investors. We focus on truly active 
management of differentiated investment 
strategies. We share insights, act with 
integrity and execute with purpose 
to advance the potential of capital by 
making the right decisions to achieve 
investor aspirations.

Our strategy 

With a 30+ year heritage, we invest our 
clients’ capital using active strategies 
across discretionary, systematic and 
specialist solutions. As our industry 
evolves, we develop new products with 
global appeal and attractive returns to 
access new pools of client assets and to 
adapt to our clients’ changing needs. 

Our strategic priorities are superior 
investment returns, a differentiated 
product offering, global distribution 
strength and operating efficiency. 
We execute these priorities with a high-
performance culture motivated by 
sustainable growth for all stakeholders. 
We create shareholder value through 
long-term earnings growth and predictable 
capital returns. 

We seek superior investment returns 
from active, high-conviction strategies 
managed by independent and talented 
teams. We value original thinking, 
integrity, swift decision making and 
a disciplined approach to investing. 
We have no ‘house view’ to constrain 
investment decisions. We measure 
success over the medium to long term 
against our clients’ expectations and 
appropriate benchmarks or peers.

We develop innovative, differentiated 
and scalable products relevant to 
investors worldwide. These hard-to-
commoditise products span diversified 
liquid and illiquid asset classes. We 
focus on core markets and tailor our 
fund development by geography, client 
segment and distribution expertise. 
We continually manage our product 
shelf by adding capabilities with growth 
potential and consolidating products 
where appropriate.

We distribute our products globally 
and have offices in 12 countries to 
generate new asset flows. We are 
client-focused and support institutional, 
intermediary and private clients 
with relationship managers, product 
specialists, marketing teams and 
client-servicing professionals. We 
match our distribution strength to core 

geographies, products and growth 
opportunities. We invest in the strong 
and credible GAM brand, recognised 
worldwide as a standard for investment 
excellence, innovation and insight. 

We continually seek efficiencies through 
tight cost control and appropriate 
investment in our operating platform. 
We have a highly-aligned and stable 
business model able to support growth 
with limited incremental resources. 
Over a business cycle we target an 
operating margin of 35–40% based 
upon platform leverage, cost discipline 
and operating efficiencies. We see 
substantial benefits in continued efforts 
to simplify, consolidate and streamline 
our administrative processes, servicing 
and IT functions.

Over the business cycle of five to eight 
years, we target annualised growth in 
diluted underlying earnings per share 
in excess of 10%. We maintain a policy 
of sustainable and predictable capital 
returns to shareholders, with dividends 
and share buy-backs in line with earnings 
growth and availability of excess capital.
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Our initiatives 
and priorities

Investment performance
GAM’s model is designed to bring out the 
best of truly active asset management. 
A top priority in our high-performance 
culture is continuous investment and 
development of top talent (see ‘Our 
people’ section of this report on pages 
43–45). We improved investment 
processes, risk management systems, 
portfolio monitoring and support 
functions to assist investment managers 
as they focus on realising the full 
potential of their portfolios. We have 
been successful in bringing individual 
investment teams closer together and 
encouraging them to exchange, debate 
and challenge opinions, investment ideas 
and macroeconomic views, informally 
and at regular meetings. 

In certain situations, we have addressed 
issues affecting performance. For 
example, we took a series of actions 
to bolster our unconstrained/absolute 
return bond strategy, which suffered a 
period of performance weakness in the 
second half of 2014 and 2015. Following 
a review, we expanded our use of trend-
capturing models, which diversify our 
fundamentally driven approach and have 
proven particularly successful during 
risk-off phases in the market. We also 

systematic investment, with its state-
of-the-art infrastructure and proprietary 
technology allowing the team to run 
a suite of models across more than 
150 macro markets and a universe of 
over 2,500 equities. With this step we 
have expanded and diversified our 
active investment capabilities into the 
systematic space – a segment with 
growing investor demand, where returns 
show a low correlation to traditional asset 
classes (see ‘Spotlight on systematic 
investing’ on page 23). We have already 
launched two new funds from the GAM 
Systematic platform.

In addition to establishing GAM 
Systematic as a leading provider 
of quantitative investments, 
our product development priorities 
for 2017 include broadening our offering 
across the credit spectrum, private 
market strategies and equity capabilities.

Global distribution
As of 1 January 2017 distribution, 
marketing and product development 
are led by Tim Rainsford, previously 
Global Co-Head of Sales and Marketing 
at Man Group. His expertise in selling 
and marketing sophisticated investment 
solutions, including quantitative 
strategies, and his proven track record in 
business development across different 
geographies and client segments will 
be invaluable in achieving our organic 

Advancing the potential of capital with active investing
The remarkable levels of assets leaving the active asset management sector in favour of ETFs in recent years have been the subject 
of many headlines predicting the end of active investing. Pricing has been an instrumental factor driving this development. However, 
a purely passive approach is based on the strong form of market efficiency, where opportunities to generate excess risk-adjusted 
returns are essentially impossible. It is based on the belief that a market-capitalisation weighted index cannot be regularly bested. 
But market efficiency, particularly this strong form, requires active management to ensure that any inefficiency is bid away. Pure 
passive investing can therefore be seen as leveraging the work of active managers whose efforts are required to maintain market 
efficiency, and ignores evidence that markets are not strongly efficient. In addition, by purchasing shares based solely on market 
capitalisation, passive strategies bid up the prices of the largest companies that command the largest fraction of the index. This can 
misallocate capital, overlooking changes in underlying profitability, which are otherwise spotted by active managers. For us at GAM, 
it is clear that the passive approach on its own is neither good for markets nor for individual investors, and truly active differentiated 
investing will be key for generating returns in portfolios of the future.

introduced exposure to the area of 
commercial trade finance to diversify 
returns. All these measures helped 
to turn around performance in 2016, 
with various funds within the strategy 
ranking in the first to second quartiles 
in Morningstar peer comparison4 for 
the year (see ‘Spotlight on the absolute 
return bond strategy’ on page 26).

Further improving investment 
performance is a top priority for us in 
2017 and beyond. 

Differentiated product offering 
We made good progress toward 
broadening our innovative product range 
in 2016. We hired Roberto Bottoli, a 
well-recognised specialist in his area, to 
launch a merger arbitrage fund and also 
launched two trade finance investment 
solutions, adding to our private market 
offering. To further develop scalable 
equity strategies, in August 2016 we 
acquired the investment management 
business of Taube Hodson Stonex (THS), 
a UK-based global equity investment 
firm known for its successful thematic 
bottom-up and benchmark-agnostic 
approach.

In October 2016, we launched GAM 
Systematic following the acquisition 
of Cantab Capital Partners. Cantab 
is renowned for its rigorous scientific 
research and multi-strategy approach to 

4 The peer group comparisons referred to in this section are based on ‘industry-standard’ Morningstar Direct Sector Classification. The share class preferences in Morningstar 
have been set to capture the oldest retail accumulation share class for each and every fund in a given peer group.
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growth ambitions. Tim has already 
made a number of important hires to 
strengthen our sales organisation.

We are upgrading our distribution 
capabilities to ensure we are aligned for 
growth in each of our core markets. Our 
largest local presence and client base, 
as well as the strongest and broadest 
recognition, is in the UK and continental 
Europe. These regions will remain key to 
the future success and growth of GAM. 
We are planning to launch a number of 
our existing strategies in the form of UK 
Open Ended Investment Companies 
(OEICs) in response to demand from 
financial intermediaries and advisers.

We will invest in core Asian markets to 
better leverage our local office capabilities 
in Hong Kong and Japan and our growing 
presence in Australia. In China – a difficult 
market to enter and one that is likely to 
remain dominated by local firms – we 
continue to look for a mutually beneficial 
relationship with local distributors to give 
us further growth potential. We are also 
continuing to develop key distribution 
capabilities in the US, Latin America and 
the Middle East.

Over the past two years we have taken 
steps to strengthen and simplify our 
brand architecture, including redesigning 
and investing in our master brand – GAM. 
The feedback from clients since the 
rebranding has been extremely positive 
as we continue to build a distinct profile 
that is more effective and recognised. 
We achieved the final step to reduce 
brand complexity through an agreement 
with Julius Baer to terminate our licence 
to use the Julius Baer trademarks (see 
‘Termination of Julius Baer licence 
agreement’ on page 21). The funds 
currently bearing the trademarks will 
be rebranded in 2017 as we continue to 
invest in the GAM brand through targeted 
marketing initiatives, centred around 
differentiated regional strategies to 
support our global product offering.

Operating efficiency
We achieved cost savings well in 
excess of plan in 2016, reducing fixed 
staff costs and general expenses 
(excluding the impact from acquisitions 
of THS and Cantab) by about 
CHF 16 million from 2015, compared 
with CHF 9 million in planned savings 
as communicated with our half-
year results. In the second half of 
2015, we began implementing a new 
operating model to drive efficiencies 
and reduce our cost base. As part 
of our new operating model, we are 
outsourcing administrative activities 
to State Street, which provides 
fund accounting and middle office 
services for our products. We are also 
developing a comprehensive single 
data management platform to simplify 
internal processing and systems 
and to enable more sophisticated 
reporting and management information 
tools, ultimately leading to greater 
future efficiencies (see ‘Spotlight on 
efficiency’ on page 28).

Furthermore, we are simplifying our 
product range to concentrate on the 
most promising and scalable strategies. 
In 2016, we merged or closed 25 funds 
in addition to 41 funds in the previous 
year, with a de minimis loss of assets 
under management. We will continue 
this process in 2017, ensuring our 
offering remains relevant and lean 
across different product cycles, and 
will be guided by a strong emphasis 
on innovation and rigorous strategic 
thought. We will aim to ensure that our 
product range is effectively aligned 
to our distribution capabilities across 
different client segments and core 
markets to meet our clients’ needs. 

We take a disciplined and prudent 
approach when seeking to fill in 
gaps in investment expertise and 
distribution coverage. This means 
evaluating multiple opportunities, 
which may include hiring expertise 

Milestones in our history
1983: GAM founded by Gilbert de Botton

1999: GAM acquired by UBS

2005: GAM acquired by Julius Baer

2009: Acquisition of Augustus Asset 
Managers Ltd

2009: Separation from Julius Baer to 
form an independent, publicly listed, 
pure-play asset management group

2012: Acquisition of Arkos Capital SA

2014: Acquisition of Singleterry Mansley 
Asset Management 

2015: Acquisition of the real estate debt 
business of Renshaw Bay 

2016: Acquisition of Taube Hodson Stonex

2016: Acquisition of Cantab Capital 
Partners and launch of GAM Systematic

or teams, entering into partnerships 
or acquiring businesses. We will not 
consider any opportunity that dilutes 
the quality of our brand or business. 
In respect of acquisitions, these must 
meet three key criteria: expand our 
investment or distribution capabilities, 
bring a team with a world-class track 
record and a good cultural fit into our 
organisation and, foremost, add value 
to our shareholders by being earnings 
accretive after the first 12 months of 
ownership and offer a path to attractive 
growth.




