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There is something that does not occur to many emerging manager firm owners.  

It is this: Portfolio managers have two essential jobs. One is to deliver performance that is 
within the ballpark of acceptance and the second one is to educate and persuade people to 
understand and buy into how they invest. For those who can’t succeed with the second job 
and attract sophisticated investors to allocate, it won’t matter how good they are at the first. 
They will find it difficult to grow, let alone stay in business. 

When easy becomes hard 

For most emerging managers the first outside allocations to their strategies come from 
friends and family; these are people who already know them, think well of them and trust 
them. However, once these portfolio managers begin marketing to strangers, they often 
find themselves getting a chillier reception.  

This frequently comes as a surprise but sometimes brings about an ‘ah-ha’ moment. A 
portfolio manager confided to me, after he experienced how tough it was to interest 
strangers in his firm and convert them into investors, that he realized now that he could 
have talked Jabberwocky to some of his friends and family allocators and they still would 
have invested. They knew him and, in their minds, that was enough. 

In contrast, it is another story altogether when it comes to selling to financially educated, 
skeptical sophisticated investors such as institutional plan sponsors and their gatekeepers, 
family offices, fund of funds, endowments and foundations, savvy UHNW investors, and 
some in the independent financial planning/investment advisory wealth management firm 
world. To conduct their due diligence vetting, these types of allocators require far more 
information than what many an emerging manager communicated to friends and family to 
win them over as investors.  
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To make matters worse, you are not alone. There are thousands of money management 
firms competing against you to win allocations. While some firms will prosper, many will 
not. Many have an AUM size that is too small to survive. You can put yourself among the 
former by following some steps that will engage and improve your abilities to win over 
sophisticated investors. 

Keys to success  

What is it that enables one money manager to grow and retain assets while a 
competitor cannot? 

Is access to distribution channels the key to success? That can be useful but just because an 
emerging manager’s products are available through a distribution channel or platform 
doesn’t make demand pull exist for those products or mean that the channel is proactively 
soliciting for investors in the firm’s products. 

Is performance the guaranteed way in? Of course not. If that were so there would be 
but a fraction of the number of money management firms there are. While performance 
is a significant ingredient in the formula for success in attracting assets, it is just part of 
the equation. 

As an institutional investor was once quoted in the financial trade press as saying, “I am 
not going to buy a track record. I want to buy an investment process.” Remember that 
comment. It lies at the heart of what you are selling. (Note: You have just read the first key 
asset raising insight offered in this, our inaugural column.) 

Planned marketing outreach or red flag? 

Marketing does more than “get the word out”. It is what can create an investment 
management firm’s identity and position and differentiate it in the eyes of the marketplace 
of investors, advisors and the marketplace.  

However, when marketing its investment process is given short shrift by a money 
management firm of any size, its ability to attract and retain assets suffers. When it is given 
short shrift by an emerging manager that firm will either live out a life with very stunted 
growth or end up closing its doors. 

Worse yet, when sophisticated investors come across an emerging manager who is clearly 
not budgeting enough of time, effort and personal savings toward building and running a 
competitive asset raising outreach effort they view that as a red flag. What the 
sophisticated investor sees is a portfolio manager who lacks a small business owner’s head 
on his or her shoulders. Sophisticated investors are well aware that the attrition rate is high 
among emerging manager firms that don’t put in the time and work needed to craft and 
execute thoughtful growth and marketing plans.  

Two chief risks  

As emerging managers should be aware, there are two chief risks that concern 
sophisticated investors who consider being early allocators to managers who only have 
small investments from friends and family.  
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The first is strategy risk. Will strategy implementation of the manager’s investment process 
prove to be effective in navigating through different market environments and deliver the 
desired risk adjusted return exposure?  

The second concern is business risk exposure. The fewer outside investors an emerging 
manager has the greater the amount of business risk exposure each early allocator has to 
the young firm. Here I’m talking about whether the investment boutique gains enough 
traction to grow assets, and therefore stay in business, or stall and close its doors. If 
portfolio managers can win over more investors — yes, I said if, not when — then the 
business risk exposure per investor diminishes.  

So, as a family office investor commented to me, from the perspective of the outside 
investor there is a countdown clock ticking at the emerging manager firm. Can they secure 
enough management fee revenue from external investors before their operating capital is 
depleted? And what actions are they taking to accomplish this?  

Who will pay for the business risk exposure you give early outside investors? 

You would think that every emerging manager would be cognizant of these concerns and 
of the countdown clock their young business has as it joins the competitive investment 
management marketplace. 

Yet, over the years, there have been occasions when I had emerging managers say to 
me that only after they have landed a handful of large allocation anchor investors 
would they fund a communications and sales marketing asset raising effort (only with 
other peoples’ money, from the added management fee revenue). They were not willing 
to spend their own personal savings on this. As some managers went on to complain, it 
was already costing them enough to pay for their brokerage, accounting, fund admin 
and legal expenses! 

Imagine you were a family office investor hearing this in your round one due diligence 
meeting with an emerging manager. Are you likely to be admiring his thrift and plans to 
push some needed business operations expenses onto others? Or, might the penny-wise, 
pound-foolish business management thinking steer you to decide he lacks a small business 
owner’s head on his shoulders and you are not interested in spending further due diligence 
time on such a portfolio manager?  

This brings us to two summary insights on the business risk exposure issue.  

First, it costs a good chunk of personal savings to fund early years of operations for an 
emerging manager investment firm. If you either lack the necessary funds or are not 
willing to allocate enough of your personal savings towards running the business until 
management fee revenue grows enough to cover all front and back office expenses, then 
don’t become an emerging manager. Become an employee elsewhere. Being a small 
business owner emerging manager is not for everyone.  
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Second, the more communications and sales marketing actions you have to point to that 
demonstrate you are making ongoing efforts to run asset raising outreach, out-market 
competitors and grow your investor base sooner than later, the more likely some early 
stage allocators to emerging manager strategies may be to continue due diligence vetting 
after a first meeting. 

What else are you going to need to know and take action on if your emerging manager firm 
is to survive and thrive? 

I’m glad you asked. We’ll begin to delve into that in our next MAIN Asset Raising 
Insights column. See you next month! 

# # # 
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About the author 

Bruce Frumerman is CEO of Frumerman & Nemeth Inc., a 38-year-old financial communications and 
sales marketing consultancy that helps financial services firms create brand identities for their 
organizations and develop and implement effective new marketing strategies and programs. 
Frumerman & Nemeth's work has helped money management firm clients attract over $7 billion in new 
assets, yet they are not third-party marketers. 

The firm has decades of experience as professional storytellers, content strategists and content 
creators. Frumerman & Nemeth is internationally recognized for its work in crafting for clients the 
beyond-the-numbers story of how they invest — content that investment committees actually 
discuss, debate and vote on behind closed doors when considering firms on a short list for 
potential investment. Importantly, this is required due diligence content that cannot be 
communicated in pitchbook format. 

The firm's work also includes providing strategic consulting on product and strategy-specific 
branding, crafting the required strategy-specific content detail and designing and producing the 
marketing tools needed to make it through the two-month to two-year institutional selling cycle. 
Clients also employ Frumerman & Nemeth to help promote the intellectual acumen of 
management — helping them get speaking opportunities, write and give speeches as panelists 
or stand-alone speakers at industry conferences, and through media relations marketing 
services. 

Mr. Frumerman can be reached at info@frumerman.com, or by visiting www.frumerman.com.  

mailto:info@frumerman.com
http://www.frumerman.com/

	by Bruce Frumerman, CEO, Frumerman &emeth Inc.
	Asset Raising Beyond Your Friends & Family


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



