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AIMSE 26th Annual Conference 
May 4-6, 2003 
 
Straight Talk:  The Consultant Roundtables 
Panelists: 
Terry Dennison, Mercer; Allan Emkin, Pension Consulting Alliance; Peter Gerlings, New 
England Pension Consultants; Bruce Graham, Shields Associates; Felix Lin, Beacon 
Pointe Advisors, LLC; John Russon, Asset Consulting Group; Carolyn Smith, Watson 
Wyatt; Mark Stahl, Callan Associates Inc.; Weston Tompkins, Hewitt Investment Group; 
Gregory Weaver, Marquette Alliance 
 
An outstanding group of pension consultants participated in two, 2-hour roundtable 
sessions.  The discussions were open and frank, and covered industry trends and current 
areas of focus. 
 
Summary of Highlights 
n Trends: 

¨ Several consultants shared that current client projects include: 
§ Reviewing ethics policies and conflicts of interest 
§ Trading costs and fee pressures 
§ Asset liability studies are in demand, especially among corporate clients 
§ Portfolio structuring  
§ Plan governance and fund governance 

¨ Funding issues:  public funds have a surprise ahead of them.  Most do 
“smoothing” with their numbers so they still look as though they are well funded.  
Actuaries are now asking for contributions because once the funds drop off the 
1998 and 1999 numbers, they will be underfunded by 2% (to 98%) and they aren’t 
aware of it (starting in 2005) 

¨ DC/401(k) plans:  some consultants are facing difficulty in the 401(k) market in 
terms of having an influence on the funds within the plan due to increased 
problems with record-keeping 
§ There are fewer participants making contributions 
§ Cursory problems with employee relations – employees are angry with plan 

administrators, causing new concerns from human resources 
§ Predicted that there will be a wave of litigation 

¨ Alternative investments are getting attention inside and outside of the U.S. 
§ Some consultants’ corporate clients are inquiring about hedge funds, but not 

yet investing (fund of funds are a similar story – looking at them, but not 
buying yet) 
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− When selecting fund of funds, some consultants admit that they go for the 
name 

§ Consultants are adding resources to research alternatives, real estate and fund 
of funds 
− Researching hedge funds is expensive because a fund may close at any 

time; therefore, you spend X amount of time researching them for nothing 
− In addition, recommending a hedge fund manager is much more risky, and 

as such, could be a career breaker versus recommending a traditional 
manager 

§ One consultant’s view is that hedge funds will not get as big as people predict 
– more like 3% - 5% of the institutional market 

§ Another consultant predicts there will be a big blow up within the hedge fund 
craze, which will slow everyone down 

§ One consultant predicts that Arbitrage and Risk Arbitrage will disappear; 
Convertible Arbitrage had a great 2002 – hence, everyone is chasing those 
returns.  The problem, however, is that there are not a lot of new issuances 
because of all the consolidation.   

n Search activity: 
¨ International searches are up and interest in products is increasing  

§ Some clients are increasing international equity to a 15% allocation 
¨ Small cap equity – growth and value are still in demand (many good products are 

closed) 
n Manager selection and meetings 

¨ One consultant shared that compensation structure for portfolio managers is 
viewed as a major driver of product performance 
§ People need some way to build capital and a strong compensation package 

helps; having a discretionary component is appealing as well 
§ When there is a change in compensation structure, typically within six months 

the firm will lose people 
¨ Key for some consultants when analyzing managers is to ensure they diversify the 

managers by philosophy, process, and performance 
¨ Many consultants review managers on a quarterly basis; therefore, be certain to 

keep your messages consistent 
¨ The best time for meetings with consultants is typically the last two weeks of the 

third month through the first two weeks of the next quarter  
¨ Clients love to hear stories versus a discussion of quantitative analysis – if you are 

a fundamental stock picker, tell your stories  
¨ When visiting consultants, remember to show your passion about what you do, 

your organization and why you should be hired  
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¨ Some consultants find screening out the unsuccessful managers easy as they look 
at loss of staff; securities litigation problems; change of ownership; SEC problems 

¨ Remember to get buy-in from the analysts at the consulting firms; typically, it is 
that group that needs to approve you and then recommend you 

n White papers are valuable; keep them to 2-3 pages in length (email direct link) 
n Use of web sites for review and gathering research varies – many prefer not to bother 

with the number of passwords required – too many to keep track of 
n Universally, this business is more of an art than science 


