
 

 

 

Asset managers had a poor 2022 
 

B y  J a s o n  S t r e e t s  

 



 

 

 

  

February 2023 2 
 

Table of contents 
Asset manager valuations ...................................................................................................3 

Enterprise value (EV) ............................................................................................................. 4 
Adjustments ............................................................................................................................. 4 
Multiples of assets? Really? ................................................................................................. 5 
Margins and scale ................................................................................................................... 5 
Acquisitions .............................................................................................................................. 6 
Performance ............................................................................................................................ 6 
Growth ...................................................................................................................................... 7 

Conclusion ..............................................................................................................................8 
Data charts ............................................................................................................................... 8 
About the author ................................................................................................................. 11 

Disclaimer ............................................................................................................................ 12 
Status of Hardman & Co’s research under MiFID II .................................................. 12 

February 2023 



Asset managers had a poor 2022  
 

  

February 2023 3 
 

Asset manager valuations 
Asset managers had a poor 2022: the S&P Composite 1500 Asset Management 
Index was down 22% and, according to the Investment Company Institute (ICI), 
worldwide mutual funds fell by 20%, from $76tr to $60tr. When bond and equity 
markets fall, the results are unlikely to be pretty: with revenues trending down and 
multiples contracting, there is a double whammy to contend with.  

So how do valuations shape up now, after a bullish start to the new year? The chart 
below is my favourite chart of asset manager valuations – it has so much information 
in it. The x-axis is the EBITDA as a percentage of assets under management (AuM), 
and the y-axis is the market cap as a percentage of AuM. Thus, a line drawn from 
the intercept out is the market cap/EBITDA ratio. 

There are 20 companies represented on the chart, which we can group into three 
categories: asset managers, platforms and wealth managers. But even as one group, 
the line of best fit has a correlation coefficient of 0.92, and its gradient is a market 
cap/EBITDA of 10.8x. 

 

Market cap as percentage of AuM 
 

 
 

Source: Refinitiv, Hardman and Co Research 

The two biggest outliers are Man Group and Ashmore. Man Group is below the line 
on the far right. In simplistic terms, it is “cheap”: it has the highest EBITDA/AuM 
margin, at 0.38%, and a middling valuation, at 2.7% of AuM. This is almost certainly 
explained by its very high proportion of performance fees. At the last reporting date, 
for the half year to June 2022, it made $469m of management fees and $404m of 
performance fees. Ashmore, on the other hand (above and to the left of the line), is 
“expensive”, with a high-ish EBITDA/AuM margin, at 0.25%, but the highest 
valuation by assets, at 4.0%. This is due to a combination of two things: a very high 
proportion of cash and investments in its market cap (110p at its June 2022 year-
end, out of a 270p share price) and its very strong run in the past three months (up 
50% from its mid-October low). If the consensus estimates do not follow the upward 
movement of the share price, Ashmore could begin to look vulnerable.  
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To provide a bit more explanation, we pose the question: “Why do we use market 
cap, instead of enterprise value (EV), which would be more usual for an EBITDA 
multiple”? All the companies have net cash, and so their EVs are lower than their 
market caps. They all need regulatory capital, although this could be partly in the 
form of debt instruments. In general, asset managers like to carry surplus cash, as 
the business itself is so high-beta. The good times are great, but the bad times can 
be very difficult, as New Star found, to its cost, in the Global Financial Crisis (GFC). 
And if you take the classic examples of Ashmore and Schroders, both of which carry 
very substantial surplus cash balances, they have always held these massive 
surpluses. Arguably, this is part of their business model and so, when looking at 
valuation, it would be a mistake to strip them out. 

Ashmore is, perhaps, a special case. The proportion of cash and investments is very 
high for a near £2bn market cap company, and it is exposed to a slightly esoteric 
field: emerging market bonds. Its scale and unusual exposure make it an attractive 
proxy for equity investors taking a view on emerging markets. It is frequently a highly 
shorted stock and, presumably but not so obviously, heavily overweighted, 
depending on expectations for emerging markets. 

Enterprise value (EV) 
If we plot EV and EBITDA, we end up with a very similar chart to the previous one, 
but with the points spread a bit further out and the correlation fractionally lower 
(0.87) – although still high and still showing very much the same pattern. 

 

EV as percentage of AuM 
 

 
 

Source: Refinitiv, Hardman and Co research 

As a point of interest, on this chart, Ashmore is bang on the regression line (2.4%, 
0.26%) and pretty much in the centre of the plot.  

Adjustments  
Some further adjustments would be desirable, but they require some more 
subjective input. In particular, I would like to adjust for performance fees, but this is 
beyond the scope of this short report. When I did this exercise previously (in 2007), 
the market was rating performance fees on only three times net income – this had 
a particularly dramatic effect on Man Group’s implied multiple. I argued, at the time, 
that this was too low – principally because, although the fees were volatile and 
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unpredictable, they were never negative, and, if there had been a reasonably broad 
source of them, they were more resilient than the market was implying. Some things 
are very persistent! 

Further adjustments are needed for any non-core business. We have Frenkel 
Topping in our database, but we have not included it on this chart. It has an EV/AuM 
of around 8% – more than double the next highest – but this is because it has a 
large and profitable legal services business that generates substantial income away 
from the asset management side. Indeed, we believe it is a very attractive business 
model: as the CEO Richard Fraser puts it, “we are paid to prospect” for new business. 

Multiples of assets? Really? 
What the chart also demonstrates vividly is that trying to value asset managers on a 
multiple of assets is pointless. Largely, they range from Record (the currency 
manager specialist), on 0.1% of AuM, to Ashmore, on 4% (ignoring Frenkel Topping). 
And, even within that wide band, you get Jupiter and Premier Miton, on 1.7%-1.8%, 
and Polar and Impax, on 2.8%-2.9%. This is simply not how the market values asset 
managers. If there is no other information, then finding a manager of a similar style 
and comparing assets might be useful, but, when you have other information, like 
the profitability of those assets, it is mad to ignore it.  

There are exceptions to this. If you look at just the wealth managers, you will see 
that they all trade in a very narrow band. Excluding Quilter, the other four all trade 
at between 2.2% and 2.3% of AuM: a very narrow spread indeed. Tatton and 
Rathbones trade at a significant earnings premium to Mattioli Woods and Brooks 
MacDonald. Quilter is an anomaly all round: it actually has a negative enterprise 
value. 

The three platform providers – Hargreaves Lansdown, AJ Bell and Integrafin – trade 
on a substantial premium to the active managers. But that premium has come down 
substantially. When I last drew these charts, in October 2021, AJ Bell and Integrafin 
were on ca.25x market cap to EBITDA, and Hargreaves was on 18.5x. Now, AJ Bell 
and Integrafin are e on 19x-21x, and Hargreaves is on 13x.  

Margins and scale 
Another thing that never changes is the constant refrain that there is no room for 
mid-sized fund managers: you have to be either gigantic or a specialist. One of the 
quirks, though, of the asset management industry is that there is absolutely no 
correlation between size and profitability. In fact, there is not an inverse correlation, 
but an issue of specialisation. 
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EBITDA/revenue and AuM (£bn) 
 

 
 

Source: Refinitiv,  Hardman & Co Research 

The lowest margins tend to come from managers attempting to manage many 
different asset classes and strategies, and this frequently derives from acquisitions. 
The worst offenders are Abdrn (20%), Quilter (20%) and Jupiter (22%). The problem 
can be exacerbated by continuing outflows – often a symptom of an asset manager 
built on acquisitions – as the costs never fall as far as the revenues slide away. 

Acquisitions  
Acquisitions in this sector are generally a poor idea. The key exception is where a 
business is acquired and transplanted into the new group, and left wholly untouched, 
and where there is no overlap with the existing expertise; in other words, the 
opposite of a good acquisition in the industrial world, where the business can be 
integrated and synergies exploited. In the asset management world, both the staff 
and the clients are mobile, and are apt to leave if disturbed. 

In the days before “open architecture” and the rise of what were then called “fund 
supermarkets”, and are now known as platforms, clients were remarkably sticky. 
John Duffield, the founder of both Jupiter and New Star, used to say that he could 
send a letter to all his investors, saying “John Duffield is a crook”, and 95% would 
throw it in the bin and the rest would read and ignore it. Now investors are much 
more fickle, and are best left as “uninterfered with” as possible. Changes of 
ownership inevitably shake things up, and this is even more true of institutional 
clients. Professional clients go through a rigorous management selection process, 
and, if their chosen manager is suddenly acquired, this will almost invariably trigger 
a review. 

Performance 
The other trigger for outflows is poor performance. This is an inevitable risk for all 
active managers, and makes this industry perhaps uniquely volatile. In most 
businesses, there is substantial, if not total, control over the quality of the product; 
this is simply not the case for active fund management, if actual performance, rather 
than process, is being measured. And, even worse, those outflows are likely to be 
augmented at exactly the wrong moment – when markets are falling. Consequently, 
the more attractive parts of the industry, from a valuation perspective, are where 
investment performance is not the key; hence the premium paid for platforms. A 
word of warning to those platforms moving into active asset management and 
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advice – it should (and probably will or maybe already has) lead to a derating. The 
beauty of the platform model is that, as long as the admin is up to scratch, the clients 
will stay. The only losses come from natural attrition. And there are scale benefits. 
Extending the model to providing investment products (or at least non-index 
products) opens the door to more client dissatisfaction and introduces factors that 
are much less easily controlled. The wealth managers are somewhere in the middle 
of this – client admin is by far the most important part of client retention, but there 
are some investment return issues too. 

Growth 
One area on which we haven’t focused in this short article is growth. It is a 
problematic area for forecasting asset managers’ profits. The biggest driver of 
growth – positive or negative – is markets, and, for analysts making forecasts, there 
is little point in driving your forecasts with your own idiosyncratic views on the 
various markets. There is more scope for forecasting flows – they tend to be more 
persistent, and the most consistent driver, in my experience at least, has been one-
year performance track records. But there are still many external factors that make 
this area rather hit and miss. Offsetting this, to some extent, is the inertia of the 
business model – the revenues are a function of the average AuMs during the year, 
and at least you know the starting point. 
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Conclusion 
The first chart seems to show, to me at least, that there are currently few obvious 
anomalies out there in the valuations of asset managers, and I’m not going to hold 
my breath any longer waiting for Man Group to be rerated. 

Data charts 
 

EBITDA as percentage of AuM 
 

 
 

Source: Refinitiv, Hardman and Co Research 
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Revenue as percentage of AuM 
 

 
 

Source: Refinitiv, Hardman and Co Research 
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Source: Refinitiv, Hardman and Co Research 
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Market cap as percentage of AuM 
 

 
 

Source: Refinitiv, Hardman and Co Research 
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Disclaimer 
Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly 
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the 
accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained 
from use of such information. Neither Hardman & Co, nor any affiliates, officers, directors or employees accept any liability or responsibility in respect of the 
information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or 
wilful misconduct. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages 
or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.    

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy 
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute 
investment advice.  However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full 
list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/research-
disclosures. Hardman may provide other investment banking services to the companies or legal entities mentioned in this report. 

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities 
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal 
entities covered by this document in any capacity other than through Hardman & Co.  

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide 
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past 
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of 
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no 
scheduled commitment and may cease to follow these securities, companies and legal entities without notice. 

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or 
use would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country. 

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative 
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may 
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate 
for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be 
subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this 
document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding 
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this 
document various information constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is 
suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for 
them in the light of their investment needs, objectives and financial circumstances.  

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and 
accordingly has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).  

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or 
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice. 
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of 
Capital Markets Strategy Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies 
House with number 8256259. 

(Disclaimer Version 8 – Effective from August 2018) 

Status of Hardman & Co’s research under MiFID II 
Some professional investors, who are subject to the new MiFID II rules from 3rd January, may be unclear about the status of Hardman & Co research and, 
specifically, whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about 
which we write and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II. 

In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written 
material from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the 
third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in 
the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public…’ 

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available. 

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-
2016-2031.pdf 

In addition, it should be noted that MiFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate 
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the 
reader of our research to trade through us, since we do not deal in any security or legal entity.  

http://www.hardmanandco.com/legals/research-disclosures
http://www.hardmanandco.com/legals/research-disclosures
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