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Higher Portfolio Returns

An asset owner investing $10m in the manager’s small-
cap value portfolio and paying the list price would have 
seen the value of its investment rise to $10.41m in 3 
years.

But if that same asset owner (or its consultant) had 
access to information about average fee discounts for 
the small-cap value strategy, he could have negotiated 
the fee based on the average discount of actual paid 
fees. The portfolio return would boost to $10.98m over 
the same 3 years.

Higher Profit Margins

On the other side, an asset manager, unaware of 
average fee discounts, may either offer a prospective 
client a higher discount in order to win the mandate, or 
risk losing the mandate with a low fee discount

But if the manager knew the average fee discounts, 
he could negotiate fees with confidence and earn 
a higher margin. And best of all, the manager would 
more likely gain the client’s trust and build a long-term 
relationship.

THE FEE TRANSPARENCY 
ADVANTAGE

For Both Asset 
Owners and Asset 
Managers, Fee 
Transparency Creates:

Confidence in a balanced fee negotiation

Pricing efficiency in reaching fee alignment

Improved bottom line and relationships

This case study uses actual industry data from 
Investment Metrics based on $10m small-cap 
mandates. 
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The level of discount can be transformative for 
portfolios.

Finding a market-led fee level enables the asset 
manager to keep its margins, and asset owner to keep 
its returns, at the same or higher level than its peers.

IM U.S. Small Cap Value Fee Comparison ($10m) 

As shown, significant fee discounts are found across 
the small-cap universe. 

Small-cap value managers offer the greatest discount, 
at nearly 13%. 
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IM U.S. Small Cap Equity Post Negotiated Fee Discount by Style ($10m) 
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HOW DOES FEE DISCLOSURE 
BENEFIT INSTITUTIONAL 
INVESTORS?

A REAL-WORLD USE CASE

Lack of fee transparency can adversely 
affect both asset owners/investment 
consultants and asset managers. The 
following case study shows how published 
fees differ from actual fees in the small-cap 
universe where fee discounts are observed 
across most asset classes.
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