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BUYERS’ VERDICTS

Peter Billiet
Fintegrity, 
Belgium

More and more big 
institutions are moving towards trackers 
and therefore active managers are 
jumping ship to start on their own. Fund 
boutiques often fulfil a manager’s dream 
of carving out their own future and 
crystallising all their personal opinions 
about how to invest. The funds are often 
high-conviction, concentrated strategies 
and can be very attractive.

My three favourite boutique funds are 
Fundsmith Equity Sicav (UK), Flossbach 
von Storch Multiple Opportunities II 
(Germany), and Echiquier World Equities 
Growth (France).

All of these have performed well year 
on year. Simple plain vanilla funds tend to 
do best, with a bottom-up stock picking 
approach and concentrated portfolios 
limited to about 25 stocks.

I am always on the lookout for better-
performing funds and often discover these 
at fund boutiques.

With the trend for launching fund boutiques showing no signs of slowing, we ask selectors why their 
popularity endures, which firms stand out and what types of strategies do best in this kind of set-up. In 
this feature, we define ‘boutique’ as an asset manager with less than €25 billion in AUM

Maxime Hoss
Banque de Luxembourg 
Investments, Luxembourg

We like investment teams 
that have a high degree of specialisation 
on a particular asset class and are 
owners or highly-incentivised by the 
firm’s/strategy’s performance. This focus, 
together with the alignment of clients’ 
interests, are the ingredients for success. 
We often find these characteristics 
within boutiques as opposed to larger 
investment managers. 

The standout performers tend to run 
concentrated strategies with high active 
share and typically low portfolio turnover 
rates. In addition, the maximum strategy 
size should be at the discretion of the 
investment team.

We find these boutiques operate 
within more niche asset classes, such as 
BakerSteel on precious metals. However, 
others are focused on more traditional 
markets such as Guardcap (global equities), 
Zadig Gestion (European equities) or 
Coupland Cardiff (Japanese equities). 

Jacobo Silva
Omega Capital , 
Spain

We have been investing 
in asset management boutiques since we 
began in the late 1990s. We are attracted by 
the three As: alignment, access and ability. 
Alignment means that managers have skin 
in the game as normally they are one of 
the largest investors in the funds. Access 
to boutique managers often translates 
into better transparency and regular 
communication with the investment team. 
Ability to deliver attractive risk-adjusted 
returns over time is the final reason to invest 
in these types of managers. Firms such as 
Polar Capital, AKO Capital or Ennismore 
Fund Management have stood out as big 
winners in this group. Interestingly, each 
of them is different. Polar is a diversified 
multi-manager boutique, AKO Capital is a 
traditional hedge fund moving to the Ucits 
world and Ennismore is a specialist in small 
and mid caps and was founded 20 years 
ago. We think highly-fundamental strategies 
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a specific niche have tended to deliver on 
their alpha objectives over time. 

DB Platinum IV Selwood Market Neutral 
Credit and Granahan US Focused Growth 
are two examples of boutique strategies 
we have chosen over the years. 

Due to their unique risk factors, these 
funds require significant due diligence from 
fund selectors to ensure the right expertise 
exists to maximise the chances of them 
hitting their targets. 

David Rabella
Alkimia Capital, 
Andorra

Our definition of boutique 
is not only based on AUM, but we include 
the specialisation of the investment team. 
The offer they have should be very narrow. 
They may have an edge in a particular 
region or asset class and can then provide 
a different range of products within this 
area. Specific approaches could be a long-
only equity fund and perhaps a long/short 
one, or a local long-only value fund plus a 
European one. Another important point is 
that the sales team should be smaller than 
the investment team. Finally, the managers 
should have skin in the game. 

We have been out of fixed income 
and have concentrated mainly on the 
equity side, with most of our exposure 
going into the mid/small-cap market. Our 
favourite boutique strategies include 
the BakerSteel Precious Metals fund, 
which specialises in the mining industry. 
We also like the International fund from 
AzValor, a famous value boutique in 
Spain, although this strategy has been 
lagging the market recently due to the 
idiosyncratic risk it faces. Finally, we 
recommend the Memnon European 
Market Neutral from Zadig. All of these 

companies have their own area 
of expertise and a very small 
product range.

Stephen Pau
Hefeng Family Office, 
Hong Kong

There are four key reasons 
to choose boutique fund houses. First, 
there are no major performance fees or no 
upfront charges. Second, the uniqueness 
of some boutique funds makes a better 

fit for a particular portfolio’s risk/return 
profile. Third, some boutique funds are not 
benchmark hugging and allow managers 
more stock-picking freedom. It is easier 
for these funds to penetrate niche sectors, 
such as technological advancement or 
pharmaceutical breakthroughs. This is in 
contrast to larger funds which typically 
wait for these ideas to turn into a trend 
before investing. Finally, there is the 
issue of liquidity. Unlike boutique funds, 
larger funds may have a minimum market 
capitalisation. We also seldom come across 
boutique funds that are soft-closed.

There are no specific strategies that 
tend to do well when set up as part of 
a boutique structure. It all depends on 
whether the niche strategy fits with the risk/
return structure of the portfolio. Generally, 
we prefer a global equity portfolio rather 
than a unique smart beta/alpha fund, as 
this can easily fit into a pension/insurance 
fund mandate. We particularly like the 
Fundsmith Equity fund which has delivered 
an annualised return of around 15% in USD 
in the last five years, beating the MSCI 
World index by about 8%.

Eleni Katavouta
Eurobank, 
Greece 

A fund boutique needs 
to generate alpha in a different way in 
order to stand out and beat larger rivals. 
Bigger companies can produce consistent 
strategies and performance by exploiting 
a wealth of resources and economies of 
scale. To compete, a fund boutique has 
to develop specialisation or expertise in a 
particular segment or area of investing. This 
explains why the boutique models usually 
offer attractive alternatives that can be used 
to add value or diversification in a portfolio. 
Assets under management and respective 
management teams in boutique strategies 
are usually smaller which makes them more 
flexible and able to experiment. It is 
well known that asset managers 
do not necessarily deliver better 
results as they grow. Being 
bigger can sometimes become 
more complicated and inflexible.

Strategies, launched by 
boutiques that have recently 
interested me include 
thematic investing, ESG, 

tend to be more successful and therefore 
we usually allocate more capital to long or 
long/short equity strategies. However, we 
have also invested in event-driven strategies 
from Kite Lake or Indar Capital, as well as 
uncorrelated funds from LFIS and Arete. 

Patrick Good
Key Capital, 
Ireland

In the face of disruption, asset 
management has become more polarised. 

We now view products in three general 
streams: passive, large-scale low-alpha funds, 
and high-alpha strategies run by boutiques.

Boutique funds have been positioning 
themselves as high or consistent alpha 
generators – free from the burdens 
that come with managing large 
institutional mandates. 
Liquidity constraints, 
strategy complexity or 
concentration of risk 
factors can all be typical 
risks for these funds. 

We have found that 
asset managers who 
focus their firm’s 
energy on 
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REITS, 
AI and 
machine 
learning models, 
absolute return 
strategies and specific 
regional markets. Local 
markets, such as Greek 
equities and bonds, are areas 
where fund boutiques can really 
stand out. These firms generally 
have low staff turnover, which goes 
some way to explaining why the 
managers are usually more accessible 
and deliver more consistent returns.

David Snelling
Charlton 
House Wealth 

Management, Hong Kong 
We value the region-specific expertise 
a boutique fund house can bring to 
our clients’ portfolios. It is easier to meet 
directly with a manager from a smaller 
fund, which offers deeper insight, and, 
if necessary, the chance to ask difficult 
questions. Smaller funds are usually more 
nimble in their approach to buying and 
selling stocks. They often have a much 
deeper insight into the local 
economy in which they 
invest, as they have ‘feet 
on the ground’. This is 
something larger fund 
houses in London or New York 
may not have. 

For example, Dragon 
Capital runs VEIL, a London-
listed investment trust 
which focuses on the niche 
investment market of Vietnam 
where large fund house 
expertise is hard to come by. 
As Dragon Capital has offices 
in Vietnam, and employs both 
local and foreign specialists, 
we feel it has more interest 
and more understanding of 
the companies it invests in as 
opposed to a larger fund house 
run out of one of the main financial 
hubs. As part of a larger diversified 
portfolio, the opportunities which 
arise from smaller fund houses 
can be very interesting for 
driving returns. 

Andreas Tornow
Tornow Family 
Office, Germany

The finance industry 
has changed a lot in recent years. 

Banks that have dominated the 
market for a long time have now 

taken a back seat, and often the 
former employees of financial 

institutions have struck out 
and founded their own 
companies. The creation 

of the term ‘fund boutique’ 
wants to make it clear that something 
exclusive is taking place – small and 
unique. However, a look behind the 
scenes reveals that there are usually 
no fresh approaches. In many cases it 
is like old wine in new bottles. Since 

these providers mostly rely on 
an active approach, they are also 

subjected to a deep examination of 
their investment approach, at least 

when they contact semi-professional 
investors and family offices. The 
first problems are revealed here. 
On the one hand, there is often a 
lack of resources and understanding 
of a deep and structured analysis. 

It is often not much different from 
marketing, and too many providers 
quickly reach their limits at 

this stage. Ultimately, fund 
boutiques have the advantage 

of an immaculate image 
compared to established 

providers, but it remains 
to be seen whether 

they will be able to 
differentiate themselves in 

terms of content.

Vincenzo Tetti
Finance2, 
Italy

Boutiques generally 
charge lower fees but they lack functions 
guaranteed by bigger players such as 
financing, market-making and research 
services. However, the boutique approach 
is highly profitable in a niche context and, 
by putting clients centre-stage, these 
funds are a real antidote the widespread 
standardisation of products. In this 
respect, a focus on clients can be more 
important than AUM.

Ingo Ulmer
Viridium Service 
Management, Germany

We prefer boutiques that 
focus on a specific area within an asset 
class, such as Sparx or Evli. In our opinion, 
it is irrelevant whether the boutique is 
independent or part of a larger asset 
manager’s multi-boutique approach. 
However, a strong focus on a particular 
investment universe or theme makes it 
easier to align with our investment process 
and our own specialised resources, such 
as research. This increases the probability 
of generating a good risk/return profile. It is 
important that the fund managers are free 
to make their own decisions and can use 
resources efficiently. The interdependence 
between departments is often closer in a 
boutique than in large companies. It is not 
uncommon for portfolio managers to be 
researchers as well, facilitating a better 
understanding 
of the 
companies 
analysed. At 
the same time, 
some companies 
promote a ‘house 
view’ which can 
sometimes be more of 
an obstacle, preventing 
portfolio managers from investing 
as they see fit.
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SPOTLIGHT ON 
SELECTORS’ 
PICKS

Terry Smith’s 
reputation appears 
to be expanding 
beyond his 

traditional UK market and 
into the realms of alpha-
hungry European investors. 
The boutique founder, who 
is now based in Mauritius, 
has found favour with his 
Fundsmith Equity fund, which 
has produced consistent 
outperformance in the global 
equity space. 

Smith has attracted a lot of 
attention over the latter part of 
2019. In his opening address to 
investors in 2020 he stressed 
he would not fall into the 
same trap that ensnared star 
manager Neil Woodford.

Citywire Verdict
Chris Sloley, Editor

A two-way split in asset management has been a much discussed prediction for 
years, with giants on one side, mopping up the market for a broad range of popular 
products, leaving independents on the other with their niche expertise.

We may not have reached that point just yet, but this month’s responses indicate 
an ongoing need for specialist, innovative thinking in asset allocation models. Patrick 
Good says boutique players could fill the high-alpha gap left by larger players taking 
a more conservative approach to markets.

However, Vincenco Tetti of Finance2 and Tornow Family Office’s Andreas Tornow 
both believe the boutique case is still challenged by the simple fact of scale. You 
may have a good idea, but lack of firepower in assets or infrastructure can severely 
restrict your capacity to deliver on it.

So, where does it make sense to take the boutique route? According to our panel, 
it can be in traditional markets where the bigger beasts struggle to succeed. Several 
selectors named Terry Smith’s Fundsmith, for example, which operates in the less 
glamorous world of global equity but benefits from the focus and intuition of a skilled 
manager unhindered by committee thinking.

The subject of fees can also be a deciding factor, given the emphasis we have 
had on value-for-money funds in recent years. In an age where selectors are wary 
of paying over the odds for subpar performance, cost can be a pivotal point in 
allocation decisions.

SELECTORS’ FAVOURED FUNDS
Fund Manager Citywire rating

AzValor International Fernando Bernad Marrase, Álvaro Guzmán 
de Lazaro

n/a

BakerSteel Precious Metals David Baker, Mark Burridge  (Baker only)

DB Platinum IV Selwood Market Neutral Credit n/a n/a

Echiquier World Equities Growth David Ross, Rolando Grandi  (Ross only)

Flossbach von Storch Multiple Opportunities II Bert Flossbach n/a

Fundsmith Equity Terry Smith

Granahan US Focused Growth Drew Beja

Memnon European Market Neutral  Laurent Saglio, Vincent Bourgeois
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