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Responses from
Institutional Investors




Have the services you require/desire from your money

manager(s) changed in the past 12 months?

39%

O Yes
H No

Which enhanced services from your money manager(s) would be

valuable to you? (Choose all that apply):

Other h 3%
Industry o
education/seminars _ 42%
New products 26%

Suggestions on hiring - 8%
(]

a consultant

issues

Other Responses:
emore help on compliance

eNo service required

Research and/or white
papers

|68%
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Have the services you require/desire from your consultant(s) changed

in the past 12 months?

58%

42%

O Yes
H No

Which enhanced services from your consultant(s) would be valuable
to you? (Choose all that apply):

Industry
education/conferences

Multi-manager platform
(funds of funds)

Research and fiduciary
consultation on
alternative investments

Ability to focus
research on total
return vs. style box
approach

"

32%

24%

50%

29%

General research
and/or white papers

63%

0%

20%

40% 60% 80%

100%




Would you be willing to pay for these enhanced services above and

beyond your traditional consultant fee?

O Yes
B No

If yes, how much more of a percentage above current fees would you

be willing to pay?

0y 3% 0%
0

18%
46%

9%

18%

Other Responses:
«1to5 bps

00%

H 2%

® 5%
T10%

H 25%

W 30%

B over 50%
O Other




Which enhanced services from your consultant(s) would you no
longer accept? (Choose all that apply):

Other hS%

Calculation of
0,
performance numbers 1%

Database research . 8%

Broker/dealer services _ 61%

Industry o
education/conferences 13%

0% 20% 40% 60% 80% 100%

Would you be willing to pay a performance fee to your consultant for
alternative investment advice?

14%

O Yes
H No

86%




If not, do you expect this policy to change within the next 12 months?

0%

O Yes
B No

100%

Do you have a policy regarding acceptance of meals or gifts from, or
attendance at forums given by consultants and/or money managers?

11%

O Yes
H No

89%




Do you ask your consultant if the firm is registered with the SEC or a
state securities regulator as an investment adviser and, if so, do you
get all the disclosures?

19%

O Yes
B No

81%

Do you ask if your consultant has other relationships with money
managers that they recommend? (i.e. payment for recommendations,
underwriting special events, access to research, etc.)

8%

O Yes
H No

92%




Do you find out if your consultant(s) receive payment from money
managers they recommend?

11%

O Yes
B No

89%

Do you determine if your consultant has any policies or procedures to
address potential conflicts of interest or to prevent these payments or
relationships from being problematic?

8%

O Yes
H No

92%




Do you allow your consultants' fees to be paid in soft dollars?

11%

OYes
B No
89%
Is your consultant a fiduciary under ERISA of your plan?
47% OYes

53% B No




What is your position on the "master manager" or "strategic partner"
concept in which asset managers are given more freedom and
responsibility to achieve returns?

O In favor of

45% H Opposed to

B | have no
opinion

Are you re-thinking the consultant model?

O We have or will
outsource alternative
investments in the next
12 months

B We have or will
outsource all
investments in the next
12 months

B We are re-thinking the
consultnat model, but
have not yet made a
decision

O No, we are not re-

thinking the consultant
model

3% 6%

72%
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What are your assets under management?

8%

47%

O $250M-$499M
H $500M - $999M
H $1B - $5B

O > $5B

% in Long Only Strategies?

3% 5%

49%

00%
m1-25%

M 25 -50%
B850 -75%
E75-100%
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% in Equities

0%6%

8%

46%

41%

0 0%

B 1-25%

H 25-50%
B 50-75%
M 75-100%

% in Fixed Income?

3%
3%

48%
46%

01 -25%

W 25 - 50%
B 50 - 75%
E75-100%
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% in Cash?

0 0%
B1-25%

B 25 - 50%
050 - 75%
B75-100%

% in Direct Hedge Funds?
0%
0%

37% 0 0%
m1-25%
W25 -50%
050 - 75%
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If you invest in direct hedge funds, how many are
you currently in?

01-3
49

57% m 10+

% in Fund of Funds?

3% 0%

0 0%
B1-25%
H 25 - 50%
0 50-75%

39%

58%
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If you invest in fund-of-funds, how many are you currently in?

01-3
W4+

79%

Do you use a multi-strategy hedge fund in your portfolio?

O Yes
53% H No

47%
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If "Yes" to the above question, what vehicle do you have:

15%

O Multi-strategy
fund-of-funds

H Direct multi-
strategy

85%

% in Domestic Private Equity?

0%

0 0%
B1-25%

B 25 -50%
B850 - 75%
B75-100%
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% in International Private Equity?

0%
37%

O 0%

H1-25%

M 25-50%

% in Real Estate?

0 0%
H1-25%
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% in Commodities?

00%
H1-25%

61%

Do you invest in distressed investments?

O Yes
H No

68%
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% in Emerging Markets?

8%

00%
H1-25%

92%

Which international markets do you invest in (Choose all that apply):

So. America 53%

Africa

Other:
29%, sinternational manager has full

Middle East . 3
discretion

India

Asia 1%

E. Europe 50%

0% 20% 40% 60% 80% 100%
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% in Energy Investments?

47% 0 0%
53% m1-25%
% in Infrastructure?
0 0%
H1-25%

82%
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Use of Portable Alpha Strategies?

O Yes
B No

Use of Net Long Strategies (e.g., 130/30s)?

O Yes
B No

21



Use of LDI strategies?

O Yes
B No
Socially responsible (ESG) investing?
5%
O Yes
H No

95%
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Does your organization currently participate in, or plan to participate in,
shareholder activism via investing in activist funds?

0,
13% O Yes
3%
11% B Yes and plan to
increase

B No but plan to

739 O No interest
0

If yes, what is (will be) your regional focus: (choose all that apply)

Other Responses:
Japan - 5% eemerging markets

0% 5% 10% 15% 20% 25%

23



Do you base allocation on:

O Lowering volatility

o o in my portfolio

1% 1% while maintaining
current returns

B Boosting
increasing returns
while keeping
volatility flat

B Neither

@ Other

Other Response:
ecorrelation benefits to total

plan; excess returns above
actuarial liability

Which is more important?:

Neither . 5%
Boosting increasing returns while 43
keeping volatility flat °

Lowering volatility in my portfolio
while maintaining current returns

51%

0% 10% 20% 30% 40% 50% 60%
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Do you currently outsource your alternatives portfolio?

14%

OYes
B No
86%
Are you considering outsourcing your alternatives portfolio?
9%
O Yes
B No

91%
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What new investment strategies are you planning to introduce in the

next 12 months?

Hi Yid 21%

130130 | 0%
Dom Fl -_ 5%
Int'l Eq -:| 3%
Dom Eq (I 3%
Emrg Mkts -:| 1%

Dom RE [T 3%

Int'l RE 8%

PE[ 18%

Other Responses:
eguaranteed income
oLDI

PPIP Funds

Commods. 26%
Infrast. 13%
vc 3%

0% 5% 10% 15% 20% 25%

30% 35% 40%

Are you introducing these new strategies to:

17% 17%

21%

45%

Other Responses:

eHelp plan for retirement

eManage sensitivity to actuarial liability
eMatch bond fund manager skills

eNo shifts

0 Achieve greater
alpha

B Manage risk

B Both of the
above

O Other
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How will these strategies impact your risk profile?

8%

O Increase Risk
B Decrease Risk

B No change in
risk profile

Who is responsible for implementing and monitoring your risk program?

0%

36%

53%

O Investment Staff

B Outside
Consultant

B Both of the
Above

@ Other
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What types of financial tools are you using to measure and monitor

risk?

Other

Other (please
specify)

3%

16%

Riskmetrics

18%

Bear Measurerisk

APT

8%

3%

Other Responses:

eNot sure, investment
fiduciaries role

eIn house analytics
eRely on consultants to
measure/monitor
eConsultant, blackrock
solutions, proprietary MS
excel

Barra

24%

0%

5% 10% 15% 20%

25% 30% 35% 40%

Do you think the risks inherent in investing in alternatives and non - U.S.
investments outweigh the benefits?

O Yes
H No
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Responses from
Investment Consultants

Have the services investors require/desire from their consultant(s)
changed in the last 12 months?

43%
O Yes

H No

57%

29



Which enhanced services from money managers would be valuable to
consultants? (Choose all that apply):

Other

Research and/or
white papers

New products

Industry
education/seminars

Coordinated global
coverage

e

—
b Other:

. +100% transparency
_ 41% «enhancing internal client resources

*more transparency on process, fees &
risk
*More detail on investment performance

16%

0% 20% 40% 60% 80% 100%

Do consultants have a policy regarding acceptance of meals,

attendance at

educational forums, or gifts from money managers?

9%

O Yes

H No

91%
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Have institutional investors changed the services they require/desire
of consultants in the past 12 months?

73%

O Yes
B No

Which enhanced services from consultants are being requested by
investors? (Check off as many as are applicable):

General research
and/or white papers

Research on
alternative
investments

Other

Industry education

Multi-manager
platform

61%

|

80%

14%

Other:

*More frequent communication
*Extension of staff

«Client specific research

*More focus on risk
«Information about government

I
sponsored programs
i *Operational audits
sLower fund vol/enhanced
_ 25%, diversification
0% 20% 40% 60% 80% 100%
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According to consultants, are institutional investors willing to pay for
these enhanced services above and beyond the traditional consultant

fee?

17%

30%

O Yes
H No
M Other

*Other:

*Maybe, but we don’t charge for them
53% *Not typically

Which enhanced services from consultants would investors no longer

accept? (Choose all that apply):

Broker/dealer services h 16%

Industry
education/conferences

Other . 7%

Database research F 7%

0%

Other:
« None

0% 20% 40% 60%

80% 100%
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According to consultants, institutional investors are willing to pay a
performance fee to their firm for alternative investment advice?

O Yes
B No

Consultants are grappling with the ability to attract and retain research talent,
particularly on the alternative products side, by: (Choose all that apply):

Other Other:
einvolve some consultants more in
research
. *has not been an issue
Don't know/do nothing 27% | +hire people dedicated to consulting
«offshore
. . epay market wages
Shed/streamline business to meet the 9% “highly focused
market demand recruitment/retention
Continue to hire bright, smart, inexpensive 329
talent and expect the churn o
Support departures as "normal” ebb and 239
flow of business and leverage alumni o
Raise fees 27%

0% 20% 40% 60% 80% 100%
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Consultants are offering the following services: (Choose all that apply):

Other h 9%

Advises on hedge fund of funds selection _ 84
for investors °

Advises on direct hedge fund selection for _ 64%
investors °

Organizes a conference bringing asset - 18%
managers together with investors o

Offers a fund of funds F 16%

Other: . 0% 20% 40% 60% 80% 100%
«advice on Multi-Strat funds

«all alternative asset classes

«full service consulting

*purely non-discretionary consulting advising

Consulting firms charge: (Choose all that apply):

Other 16%

Other:
b eproject fees
easset based fees

hourly or daily fees _ 30% «fixed fee retainers

Performance-based
o

Retainer fee 98%

0% 20% 40% 60% 80% 100%
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Do consultant’s clients have an increased interest in shareholder
activist funds? (Choose all that apply):

Other 5%

Other interest

5%

Other:

enot nearly as much as the
11% press implies

eyes, from Europe and

Australian funds
2% einterest primarily from public
funds

Yes, interest from endowments &
foundations

Yes, interest from corporate funds

Yes, interest from public funds

No 68%

0% 20% 40% 60% 80% 100%

Consultant’s position on the "master manager" or "strategic partner"
concept in which asset managers are given more freedom and
responsibility to achieve returns?

O In favor of
B Opposed to
B No opinion

52%
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My Firm?

44%
51%

5%

O Has an outsourcing
business (e.g.
implemented
consulting)

B Plans to have an
outsourcing
capability within the
next 12 months

H Has no plans to
offer outsourcing
services

Responses from
Hedge Fund/FOF Managers
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As a money manager, has your relationship with
consulting firms changed in the past 12 months?

O Yes
B No

67%

Comments:

eincreased transparency

considering change

smore consultative

emore interaction than before meltdown

epositive

Which enhanced services do consultants require/desire from money

managers? (Choose all that apply):

Research/wt papers

Risk
mgmt/transparency

Alternative products 70%
More access to
investment personnel

Enhanced client
service/communication

Long-only total return
products

Industry
education/seminars

79%

0% 20% 40% 60% 80%

100%
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As a money manager, do you believe that
relationships with clients have changed in the past
12 months?

28%

O Yes
B No

72%

Which enhanced services do institutional clients require/desire from
money managers? (Choose all that apply):

Other

Alternative products

Risk
mgmtitransparency 79%
Enhanced client
service/communication

79%

More access to
investment personnel

52%

Research/wt papers Other:
lower fees, shorter lock ups, managed
Asset allocation advice accounts

Long-only total return
products

12%

0% 20% 40% 60% 80% 100%
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As a money manager, do you worry that regulatory changes will
negatively impact your relationships with consultants?

19%

O Yes
B No

81%

As a money manager, do you believe your firm will be competing
more or less with consulting firms (e.g. funds of funds) in the next 12
months?

16%

O More
M Less
B The Same
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Given that some consultants and institutional investors can no longer
accept gifts or entertainment — as a money manager are you worried
about gaining/maintaining access to these constituent groups?

19%

O Yes
B No

81%

As a money manager are you finding that global consulting firms are
demanding coordinated global coverage?

42%

O Yes
H No

58%
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As a money manager does your firm plan to raise or lower fees to
remain competitive?

9%

[0 Raise

B Lower

B Other

O Stay the same

Other:
sevaluated on individual basis
sstrategy dependent

Responses from
Asset Managers
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As a money manager, has your relationship with
consulting firms changed in the past 12 months?

49%

O Yes
B No

51%

Comments:

*broader due diligence to include non-
inv.

*more formal due diligence
egenerally improved

emore collaborative and open to new
ideas

econsultants are accepting less
meetings

emore emphasis on shared client
relations

Which enhanced services do consultants require/desire from money

managers? (Choose all that apply):

Research/wt papers

Risk
mgmt/transparency

Alternative products
More access to

investment personnel

Enhanced client
service/communication

Long-only total return
products

Industry
education/seminars

13%

55%

64%

Other:
*More compliance due diligence
«LDI

0%

20%

80% 100%




As a money manager, do you believe that
relationships with clients have changed in the past

12 months?

46%

54%

O Yes
B No

Which enhanced services do institutional clients require/desire from

money managers? (Choose all that apply):

Other
Asset allocation advice

Alternative products

Risk
mgmt/transparency
Enhanced client

service/communication
More access to
investment personnel

Research/wt papers

Long-only total return
products

23%

59%
62%

Other:

emore compliance due
diligence

«deeper dives into
performance attribution

0% 20% 40%

60% 80% 100%

43



As a money manager, do you worry that regulatory changes will
negatively impact your relationships with consultants?

21%

O Yes
B No

79%

As a money manager, do you believe your firm will be competing
more or less with consulting firms (e.g. funds of funds) in the next 12
months?

26%
O More
29, M Less
B The Same
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Given that some consultants and institutional investors can no longer
accept gifts or entertainment — as a money manager are you worried
about gaining/maintaining access to these constituent groups?

23%

O Yes
B No

7%

As a money manager are you finding that global consulting firms are
demanding coordinated global coverage?

O Yes
H No

65%

Comment Response:
econsultants share notes globally well
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As a money manager does your firm plan to raise or lower fees to
remain competitive?

4%

8%

[0 Raise

B Lower

B Other

O Stay the same

Other:

slower where necessary/same where
possible

«depends on the circumstance

~our are already low by industry
norms

«Creating lower cost vehicles

46



