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Reinsurance placement
Treaty and facultative 

reinsurance solutions
Risk quantification and 

assessment
Run-off administration
Actuarial services
Contract and claims 

management

Retirement
Health and benefits 
Human capital
Information products
Communication
Investment consulting
Investment management
Mergers and acquisitions
Outsourcing

Strategy and operations 
advice
Financial services 

consulting
Organization and 

leadership effectiveness
Regulatory advisory and 

litigation support
Enterprise risk analysis
Brand strategy and design
Actuarial consulting

Risk Management
–Insurance broking
–Insurance 
optimization

Risk Strategy
Risk Governance

–Prevention and 
resiliency
–Structure and 
training
–Post-event 
management

Marsh & McLennan Companies 
With annual revenues of $11.5 BN, Marsh & McLennan is a leading global professional 
services firm

MARSH

The world leader in 
delivering risk and 

insurance services and 
solutions

MERCEROLIVER WYMAN GUY 
CARPENTER

The world’s premier risk 
and reinsurance 

intermediary

The global leader in human 
resource consulting, 

outsourcing and  
investment services

The world’s leading 
management consulting 

firm
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Marsh & McLennan Companies 
Uniquely positioned to service wealth management firms in all key strategic and 
operational areas

Oliver Wyman

Leading strategy consulting firm with clients 
including 75 of the global top 100 financial 
institutions; more than 1,000 professionals 
exclusively dedicated to the financial services 
industry. Within the wealth and asset management 
space, focus on strategy and M&A, customer 
management and distribution, profitability value and 
efficiency, risk and value management

Mercer 

Leading global investment consulting firm with 
more than 1,000 investment professionals in 52 
offices and 2700+ clients with assets of 
US$3.7tr+. Advice on investment issues including 
governance, investment strategy, fund selection, 
portfolio construction and monitoring, RM training, 
operational assessments.

Leading global HR consulting firm with 10,000+ 
clients including 9 of 10 Fortune 100 Firms, 2 of 3 
FTSE 100 Firms and majority of Nikkei 225 firms. 
Services include workforce architecture and 
development, rewards, performance management 
and M&A 



Portfolio construction 
process
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The Investment Decision-making Cycle

Strategy

Implementation

Monitoring
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Asset allocation

Wealth Creation

Investors 
objectives

Cash

Long bonds

Short bonds

Wealth
Preservation

Wealth Creation

Global Equity 
Beta

Active Bond 
Management

Opportunistic 
Bonds Beta

Active Equity 
Management

Alternative 
Assets

Emerging 
Markets

Other
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Asset allocation tools 
Mean-variance, stochastic and risk-premium approaches

Robust 
PortfoliosAssumptions

PT)

-
distributions) add on

Mean -variance approach (PST)
Assumes normality. Less 

suitable for alternative asset 
classes or multi-period analysis.

Stochastic approach (CMS) 
Can model alternatives and can 

perform scenario analysis.

Risk premium approach 
Indentifies underlying risk 

premium exposures.  

1

2

3
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Asset allocation output
Should be clearly linked to investment objectives

Risk profiles can be centrally 
distributed by your investment 
strategy team

But advisers might need asset 
allocation modelling tool to show 
expected returns from existing or 
different asset allocations
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Fund selection approach
“Comfort” and “Fit”

Three main categories of factors to be considered:
– Quality
– Comfort
– Fit

“Quality” factor would be based the assessment for each candidate

“Comfort” Factors
– What requirements for past track record are required?
– Are there any preferences for size, status and domicile of organisation?
– Are there any preferences for rate of growth of assets under management 

and personnel numbers?
– What level of personnel stability is considered appropriate?

“Fit” Factors
– Level of fees to be charged
– Level of service to be provided
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Fund selection process

Scoring process of a manager typically has both qualitative and quantitative 
elements

– Criteria based screening is important to ensure research and resources 
focused on appropriate managers

– Quantitative scoring systems are not able to evaluate the key drivers in the 
wide variety of investment processes, philosophies and styles of
investment managers

For many organisations applying a quantitative screen to qualitative factors is 
considered important because of the perceived:

– Clarity in decision making and ease of explaining the decision making 
process to various stakeholders

– Objectivity, independence and robustness
– Consistent approach for different managers for different mandates and 

selection panels
– Clear and defined audit trail of selection criteria
– Provide equal voice to decision making board/committee members
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Manager research tools 
Qualitative…

Global Investment Manager Database (GIMD)

Qualitatively monitor APL and model portfolios 

Review and monitoring of current APL and Portfolios

View archive of manager ratings, reports and meetings

Ability to find and analyse any manager at adviser request

Efficiently conduct manager searches for all asset classes

Key tool to manage many types of portfolio risk 

Holdings-based tool to conduct manager blending analysis
Platinum International Fund as at 31 Mar 2010

3.1

-2.5

-1.2

1.6

-1.9

1.1

-3.5

-1.7

2.2

1.0

-1.5
-1.1

-2.2

0.8

2.0

-0.3 -0.3

-3.3

1.4

-1.0

-4.0

-3.0

-2.0

-1.0

0.0

1.0

2.0

3.0

4.0

Bo
ok

 to
 P

ric
e

D
iv

id
en

d 
Yi

el
d

C
'F

lo
w

 Y
ie

ld

Sa
le

s 
to

 P
ric

e

IB
ES

 E
ng

s 
Yl

d

EB
IT

D
A 

to
 E

V

Ea
rn

in
gs

 G
ro

w
th

S
al

es
 G

ro
w

th

IB
E

S 
12

M
th

 G
r

IB
E

S
 E

ng
s 

LT
G

S
us

ta
in

ab
le

 G
ro

w
th

C
ar

bo
n 

Fo
ot

pr
in

t

M
ar

ke
t C

ap

M
ar

ke
t B

et
a

M
om

en
tu

m
 S

T

M
om

en
tu

m
 M

T

IB
ES

 1
Yr

 R
ev

R
tn

 o
n 

Eq
ui

ty

Lo
w

 G
ea

rin
g

Ea
rn

in
gs

 G
r S

ta
bi

lit
y

Style Factors

St
yl

e 
Ti

lt™



13Mercer

Manager research tools 
…quantitative (performance)

Manager Performance Analytics (MPA)

Quantitatively monitor APL and model portfolios

Efficiently produce APL and asset class monitoring 
reports for internal stakeholders and advisers

Assess adviser portfolios 

Produce visual exhibits for adviser bespoke portfolios
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Model portfolios
Structuring – combining asset allocation and fund selection

Active or passive?
– Opportunities to add value depend on no of securities and market

environment (higher volatility is better)
– Have managers added value?

How many managers?
– The more active the managers, the more of them you will need to 

have consistency

What type of managers?
– Style biases, size bias, stock selection process (top down/bottom 

up)

Benchmarks and targets

Are the fees appropriate relative to the value-add?
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Model portfolios
Effects of style
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Model portfolios
Effects of style
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Model portfolios
Benchmarks and target returns

Issues to Consider

Consistent with investment styles
– Absolute return versus relative return
– Investment universe risk management implications

Risk management
– Higher target more discretions higher tracking error to be 

expected
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Model portfolios
Management

Advisers can build bespoke portfolios 
- Using preferred platforms
- Using preferred managers and 

combinations
- Efficiently analyse and compile client 

reports using portfolio review tools  

 



Business issues to consider
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Various APAC business models are emerging – each with strategic 
focus, product competencies and competitive strengths

Source: Oliver Wyman analysis, Company information, press releases
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Product and service propositions
Segmentation, and other factors have limited product development and 
propositions
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Typical PB requirements
Focus on portfolio construction

Wealth Management models
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oriented WM

Portfolio construction sophistication

Basic Intermediate Sophisticated

Standardised
light-advice

Highly tailored portfolio construction with a 
full range of traditional, alternative, and 
discretionary investment products 
Delivery by highly skilled relationship 
managers and specialist support teams 

More sophisticated construction 
with more specific investment 
objectives. Using the best of 
direct shares, most asset 
classes and DAA. 

General investment 
objectives yet robust 
portfolios, differentiated 
but constrained. Likely 
diversified FOF structures

Banking advice



23Mercer

Summing up

Portfolio construction is not just selecting funds from the approved list; 
process has to consider many issues

However, the process depends on  
– wealth segment
– business model
– business capabilities
– product platform
– adviser/client sophistication
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This document contains confidential and proprietary information of Mercer (Singapore) Pte Ltd (“Mercer”) and is intended for the exclusive 
use of the named recipient.  The document, and any opinions it contains, may not be modified, sold or otherwise provided, in whole or in 
part, to any other person or entity without Mercer’s prior written permission.

Information on organisations contained herein has been obtained from the organisations themselves and other sources.  While this
information is believed to be reliable, no representations or warranties are made as to the accuracy of the information presented, and no 
responsibility or liability, including for consequential or incidental damages, can be accepted for any error, omission or inaccuracy in this 
report or related materials.

Opinions contained herein are not intended to convey any guarantees as to future performance.  The value of any investments can go down 
as well as up and you may not get back the amount you have invested.  In addition, past performance cannot be relied on as a guide to 
future performance.

Disclaimer
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