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‘Price is what you pay and value

is what you get. Unfortunately, in

the world of manager selection,

value can be opaque and difficult

to analyse (often by design). This

issue is exacerbated by the lack

of accountability: a manager doesn’t have to return fees
to investors from an unsuccessful fund, he or she can
just close it and open another one.

‘Since beta is now essentially free, innovation would be
welcome in the way fees are structured - perhaps based
more on investment objectives, with proportioning between
beta, alpha and degree of correlation of that alpha. Similarly,
if the market environment is such that expected returns are
lower, perhaps it would make sense for fees to be lower (this
might be easier for some asset classes than others).

‘However, direct regulation may be unnecessary, because
investors are already voting with their feet. Perhaps any
increased transparency in coming years will only assist
in correcting market error.” @

ropPINg you off?



