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The investment industry is experiencing upheaval due  
to the rise of passive funds and robo-advisors. At the same 
time, the regulatory environment is in major flux. How will 
the changing conditions affect dealmaking in the sector?
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1  What will happen to M&A activity among asset 
management firms and mutual fund companies 
over the coming 12 months?
A majority of our survey respondents believe that 
dealmaking among asset management companies 
will increase over the coming year. Nearly one 
in ten (8%) said they think M&A will increase 
significantly and 48% predict it will increase 
somewhat. Of the remaining participants, 36% 
think deal activity will remain the same, while just 
8% think it will decrease somewhat.

In 2016, the fund management space saw 
considerable M&A activity compared to the previous 
year. The number of deals increased slightly worldwide, 
to 303 from 296, and overall value went up 25% to 
US$43.3bn. This was driven in part by several large 
deals done in Q4, including UK-based Henderson 
Group’s US$3.7bn acquisition of US-based Janus 
Capital. The US and UK in particular continued to see 
a significant portion of the deal activity in 2016, with 
76 deals in the US and 39 in the UK.

This year has already seen more than 25 asset 
management M&A deals, one of which made national 
headlines: the sale of SkyBridge Capital, which 
runs a fund of hedge funds, by its founder Anthony 
Scaramucci, who is set to join President Donald 
Trump’s administration as an advisor. Interestingly, one 
of the buyers, HNA Capital Holding, is from China.1 
In recent years, deals for US companies by Chinese 
acquirers have come under increasing scrutiny by 
bodies such as the Committee on Foreign Investment 
in the United States.

Overall, our respondents expect companies 
in the industry to merge due to rising competition 
and the evolution of the sector away from active 
management. “Asset managers and mutual fund 
companies have been facing an increasing number 
of problems due to volatile market conditions and 
the growth of passive investing,” said a portfolio 
manager at a mid-market firm that specializes 
in municipal bond funds. “This has increased 
competition in the market, which has affected 
growth and the returns companies have been  
able to make, forcing them to merge their assets.”

2  What will be the main drivers of M&A activity 
among asset management firms and mutual fund 
companies over the coming 12 months? (Select 
top two and rank them 1-2)
Indeed, the largest portion of our respondents 
(44%) expects consolidation due to lower profit 
margins to be the most influential driver of M&A 
activity in 2017. Sizable minorities also cited three 
other drivers: purchases of tech startups by large 
players (20%), private equity (PE) buyout and exit 
activity (16%), and the desire by companies to put 
their cash to work (16%).
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1. https://www.wsj.com/articles/scaramucci-leaves-skybridge-capital-1484670869
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The second-largest deal of 2016 demonstrates 
the consolidation trend. French investment firm 
Amundi SA paid US$3.7bn for Italy-based Pioneer 
Investments, giving Amundi more than US$1.3tn 
in assets under management (AUM).2 This amount 
makes it the eighth-biggest asset manager in the 
world, according to the company, and takes it closer 
to CEO Yves Perrier’s stated ambition of becoming 
a European competitor to giants such as BlackRock 
and Vanguard Group.

On the lower end of the deal-value spectrum, 
major asset managers are also buying up 
technology firms to position themselves for success 
among younger generations. In March 2016, 
Goldman Sachs’s investment management division 
bought online platform Honest Dollar, which offers 
retirement savings plans for small and medium-sized 
businesses as well as individuals. The platform 
holds down costs by using Vanguard ETFs as one  
of its portfolio options.3 

PE activity is playing a key role in driving deals 
as well. Not only are PE firms acquiring asset 
management companies – there have been 58 
buyouts over the last two years – but their top-notch 
performance is making it more difficult for fund 
managers to retain customers in traditional equity 
strategies. “The main reason that mutual fund and 
asset management companies will come together 
will be to compete with PE companies,” said a 
portfolio manager at a publicly traded firm with over 
US$250bn in AUM. “We have been losing investors 
to PE companies whose returns are higher.”

3  What will be the most important barrier to M&A 
activity among asset management firms and 
mutual fund companies over the coming 12 
months? (Select one)
A number of barriers could stand in the way  
of dealmaking this year, however. More than four 
in ten of our respondents (44%) pointed to the 
uncertain regulatory environment as the biggest 
obstacle to M&A activity, while nearly one-third 

(32%) cited the high risk of deals falling through 
due to rapid change in the industry. Twenty percent 
said a lack of attractive targets could deter would-
be acquirers.

The Trump administration has made clear its 
intention to target a wide range of financial regulations 
for reform, including the Labor Department’s fiduciary 
rule. The controversial regulation would require 
wealth advisors to put their clients’ interests ahead 
of their own, and if the rule were to go into force on 
April 10 as previously planned, it would significantly 
disrupt the asset management industry. However, 
the Labor Department has filed a notice to delay the 
enforcement date.4 

“The outlook for regulations in the market is not 
very clear,” said a portfolio management director  
at a Midwest-based advisory firm that manages over 
US$7bn in assets. “Because of this, mutual funds 
and asset managers have not been able to execute 
their strategies effectively and are waiting for the 
new administration to introduce new regulations 
before making investments.”
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“The main reason that mutual fund 
and asset management companies 
will come together will be to compete 
with PE companies.”
— Portfolio Manager at a publicly traded asset 
management firm with over US$250bn in AUM

2. https://www.bloomberg.com/news/articles/2016-12-11/amundi-said-to-buy-pioneer-from-unicredit-for-about-3-7-billion 
3. http://www.forbes.com/sites/samanthasharf/2016/03/14/goldman-sachs-to-acquire-fledgling-retirement-savings-startup-honest-dollar/#536ef78be409 
4 . http://www.jdsupra.com/legalnews/department-of-labor-moves-to-delay-35893/
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The speed of change in the industry is playing  
a disruptive role to M&A as well. The shift from active 
to passive management is perhaps the most significant 
aspect of this change. In the last three months alone, 
passively managed US funds have seen net inflows of 
more than US$200bn, while actively managed funds 
have seen a net outflow of nearly US$150bn over the 
same period.5 With the sector undergoing such a huge 
transition, buyers may be wary of making acquisitions 
until greater stability returns.

4  How would you assess current valuations for 
technology-focused asset management targets? 
(e.g., robo-advisor companies)
One of the other major disruptive forces in the mutual 
fund industry is the rise of tech firms seeking to 
automate portfolio management. Many of the largest 
companies want to acquire these capabilities, both  
to compete with new entrants to the market and to 
cut costs amid a period of sluggish top-line growth.

Robo-advisors can be an expensive proposition, 
however. Nearly half of our respondents said they 
consider valuations for the companies to be excessive, 
with 4% calling them “extremely” excessive and 
44% saying they were “somewhat” excessive. The 
remaining pool of participants (52%) called valuations 
for these assets “basically reasonable.”

Several of the top robo-advisor companies are 
rapidly increasing their assets under management, 
and their valuations are moving higher in lock step. 
Betterment, the largest of the robo-advisors, went 

from having just US$1.1bn in customer funds at 
the start of 2015 to more than US$7bn as of early 
2017.6 Its valuation stood at US$700m in March 
2016.7  One of Betterment’s biggest rivals, Personal 
Capital, added US$1.5bn in AUM over the course  
of last year to bring its total to over US$3.4bn.8 

Some of our respondents said the advantages 
presented by these companies justify their rising price 
tags. “The cost of buying into technology start-ups 
is high because of the returns that these companies 
have been able to make,” said a senior vice president 
at an investment management firm with a diverse set 
of fund strategies and AUM over US$20bn.

By contrast, the chief investment strategist  
at a sustainable investing firm said valuations  
have become somewhat excessive. “The current 
prices of technology-based companies are quite high,” 
he said. “They have increased due to demand and the 
push by private equity and other asset management 
companies investing in these technologies.”

5   Do you think the push by some banks and asset 
managers for more active ETFs will be successful 
this year?
Perhaps the biggest flash point in the mutual fund 
industry at present is the conflict between active 
and passive management techniques. As passive 
funds have become increasingly popular, some 
institutions and managers have struck back, arguing 
that active techniques still play a vital role in a 
balanced portfolio.
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5. https://www.wsj.com/articles/falling-correlations-spell-opportunity-for-investors-1487241004 
6. http://investment-advisors.credio.com/l/31372/Betterment 
7. https://techcrunch.com/unicorn-leaderboard/emerging/ 
8. http://www.prnewswire.com/news-releases/personal-capital-adds-15-billion-in-aum-and-closes-100-million-in-financing-in-2016-300378948.html
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In our survey, 40% of respondents said they believe 
the push to revive active funds will improve their 
popularity once again. The remaining 60% said they 
think that the appeal of passive investing is too great 
and that active ETFs will not recover.

The early results of stock pickers in 2017 indicate 
that active managers have cause for hope. The 
majority of actively managed funds in both the US 
and Europe outperformed their benchmark indices 
in January, according to a research note by Lyxor 
Asset Management.9 This outperformance follows 
indications in December that correlation among 
stocks in different sectors is falling, as uncertainty in 
government policy creates contrasting expectations 
for various industries.10 Under the conditions of high 
correlation seen in recent years, active managers 
have had less success beating the market.

One of our respondents, the chief investment 
officer at a firm with a “manager of managers” 
investment approach, argued that active funds 
can help investors mitigate some of the downside 
risks of passive management. “Active ETFs are 
becoming popular, and companies and banks will 
need to depend on these technologies to help 
increase returns,” the CIO said. “Many large asset 
management companies have started using active 
ETFs, and this has helped them reduce the risks that 
passive investment strategies could expose them to.”

6  Which North American asset managers will be 
the most active acquirers over the coming 12 
months? (Select top two and rank them 1-2)
In examining the M&A landscape for the biggest 
companies, our respondents pointed to Fidelity 
(16%), Prudential (16%), and BNY Mellon (16%)  
as being the most likely firms to make acquisitions 
over the coming year. Slightly fewer participants also 
named BlackRock (12%) and Northern Trust (12%) 
as top candidates for active dealmaking.

Many of these asset management giants have 
retained strong positions amid upheaval in the 

industry, which could increase their ability to spend 
on M&A. Fidelity Investments, for instance, achieved 
a record high US$15.9bn in revenue last year, a 3.4% 
rise from 2015.11 Prudential saw its profit drop in Q4 
2016 to US$284m from US$735m year-over-year,  
but its operating earnings increased to US$2.46  
a share from US$1.94.12  
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9. https://www.bloomberg.com/news/articles/2017-02-13/stock-pickers-go-1-for-1-in-january-after-long-losing-streak 
10. https://www.bloomberg.com/news/articles/2016-12-06/goldman-tells-stock-pickers-to-rejoice-as-correlations-decline 
11. https://www.wsj.com/articles/fidelity-investments-reports-record-revenue-in-2016-1487262732 
12. https://www.wsj.com/articles/prudential-operating-earnings-rise-1486591801

“Active ETFs are becoming popular, 
and companies and banks will need 
to depend on these technologies  
to help increase returns.”
— Chief Investment Officer at a firm with  
a “manager of managers” approach
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Perhaps the most high-profile acquirer  
of recent years has been BlackRock, which just 
in February paid US$3.7bn for two funds that 
invest in energy infrastructure assets. Over the last 
two years, BlackRock has purchased significant 
targets such as Bank of America’s asset 
management division and online analysis firm 
FutureAdvisor.

Just 8% of our respondents think that 
Vanguard will be the most active buyer, and 
indeed the behemoth asset manager has not 
done any M&A deals in its recent history, despite 
being flush with revenue. This year the company 
reached over US$4tn in assets for the first time, 
but a Vanguard spokeswoman recently told  
the Wall Street Journal that “growth isn’t the  
firm’s goal.”13 

One respondent at a top-five asset manager 
by AUM worldwide said she thinks Prudential and 
TIAA will be two of the most active acquirers this 
year. “These companies have been expanding in 
the market and have already carried out quite a 
few deals,” she said. “We expect them to have the 
largest deals because of the capital base they have 
managed to accumulate.”

7  Will we see more mega-mergers (US$2bn+) 
among asset management and mutual fund 
companies this year?
Acquisitions by the biggest players are one  
thing – but what about mega-mergers among 
them? Just under one-third of our respondents 
(32%) said they predict mergers worth US$2bn  
or more in value this year among asset 
management firms. The remaining 68% argued 
that the largest companies in the space would 
manage to remain competitive by adopting new 
strategies and acquiring technology platforms  
to help them grow.

The second half of 2016 saw three mega-deals 
among asset managers, after no such transactions 
in the previous 18 months. UK-based Henderson 

Group paid US$3.7bn for struggling US fund 
manager Janus Capital; French company Amundi 
bought Italy-based Pioneer Investments also  
for US$3.7bn; and TIAA purchased EverBank  
for US$2.4bn.

Henderson’s deal to buy Janus Capital is the 
clearest-cut example of a mega-deal driven by 
the prevailing market forces. Janus has seen its 
profit fall significantly as investors pull out of the 
company’s actively managed funds. In Q4 2016, 
net income at the fund manager dropped 34% 
to US$29.8m and its assets under management 
declined slightly to US$194.5bn.14 Henderson also 
saw net outflows in 2016 – they totaled more than 
US$2bn in the first half of the year.15 As the two 
companies struggle against growing competition, 
the merger is expected to help slash costs and 
produce other synergies.

A portfolio manager at an investment firm 
with more than US$650bn in AUM said that 
more mega-deals are unlikely, since large 
companies will be able to innovate in order to 
survive. “Managing business risks have been a 
priority of companies, and many mutual fund and 
asset management firms have been developing 
innovative strategies to keep risks under control,” 
the portfolio manager said. “The number of 
mergers and acquisitions among the biggest 
companies will not increase and instead asset 
managers will invest in technology.”
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13. https://www.wsj.com/articles/vanguardreaches-4-trillion-for-first-time-1486745349 
14. https://www.bloomberg.com/news/articles/2017-01-24/janus-capital-profit-falls-34-in-quarter-as-revenue-declines 
15. https://www.wsj.com/articles/henderson-group-janus-capital-announce-6-billion-all-shares-merger-1475483669 



Methodology 

In Q1 2017, Mergermarket interviewed 25 US-based senior mutual fund 
executives about trends in their industry. The results were analyzed 
and collated by Mergermarket and all responses are anonymized and 
presented in aggregate.
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The incoming SEC Commissioner – who is likely 
to be nominee Jay Clayton, a longtime partner 
at Sullivan & Cromwell – may not focus on this 
comparatively minor issue. Instead, he is more 
likely to concentrate on the Commission’s 
approach to key concerns such as enforcement  
of Dodd-Frank rules. However, President Trump  
has signaled that he will favor efforts such as these 
that provide relief to the financial industry.

One portfolio manager said he thought the 
reform would be delayed due to the poor initial 
reaction to it by key stakeholders. “We doubt the 
SEC will take any action on the reforms – they were 
not met positively by shareholders,” he said. “The 
SEC will wait till 2018 to see if they really need  
to make these changes and introduce reforms.”

8  What do you think will happen to the stalled 
reform of the shareholder report distribution 
system under new SEC leadership?
One other issue facing the mutual fund industry – the 
growing regulatory burden it faces – could be eased 
slightly this year if the SEC passes a stalled reform 
of the shareholder report distribution system. The 
proposed change would allow fund managers to send 
their investors a digital version of the shareholder 
reports by default, instead of mailing the phone 
book-sized paper copies that are currently required. 
More than a third of our respondents (36%) think the 
Commission will revive and pass this reform, while 20% 
think the SEC will reject it once and for all and 44% 
believe it will be kept on the back burner until next year.

In October, the SEC voted 2-1 to complete 
a broader modernization effort of reporting 
requirements for mutual funds, but excluded the 
controversial change to the delivery method of 
shareholder reports.16 The industry is expected to 
continue its efforts to make the change eventually 
given the high stakes involved – it costs companies 
more than US$300m to print and distribute around 
440 million reports annually.

“We doubt the SEC will take any 
action on the reforms — they were 
not met positively by shareholders.”
— Portfolio Manager at a mutual fund company 
focused on sustainable investing
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16. https://www.wsj.com/articles/sec-delays-changes-to-delivery-of-mutual-fund-reports-1476377737
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EFFICIENCY, QUALITY & ACCURACY
Our collaborative, cloud-based Single Source 
Multiple Output system helps you create,  
manage and publish documents for your entire 
family of investment and retirement products 
and materials from one set of data, delivering 
significant advantages to streamline workflow.
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•  Fact sheets, reports and prospectuses

•  Summary prospectuses

•  Digital on-demand print

•  E-presentment and delivery

•  SEC regulatory filings

•  Mailing and fulfillment

•  401(k) & retirement service solutions

•  Short and long-run print
KEY DOCUMENTS
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of Toppan Vite’s Investment and Insurance Services

 Hive® Content Control provides a 
collaborative solution for creating, 
managing, publishing, filing, 
and distributing documents in 
print and digital formats, with 
approved, compliant data and 
consistent look and feel for the 
entire family of fund products 
and materials.

•  Total operational efficiency

•  Fast, accurate self-service and 
full service solutions

•  Cost-effective fulfillment facilities

•  Print-on-demand capabilities

•  Dynamic publishing solutions

•  Hive® Content Control is a single- 
source platform that allows data 
or text entered once to be output 
simultaneously in multiple formats

•  Provides users with 24/7  
cloud-based access to author, edit, 
manage and approve documents

•  Content is automatically populated 
in appropriate documents across 
the enterprise or in your project, 
rendering manual updates 
obsolete, while saving you time 
and money.

K E Y  D I F F E R E N T I AT O R S
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