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Agenda

- Introduction

- Brief recap on GIPS

- What it means for your Asset Management business

- Q&A
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Introduction

“If it ain’t measured, 
it ain’t managed”
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Introduction

Why do 
we need 

performance 
standards?

Selective time 
period 

presentation
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Inadequate 
disclosures

Use of 
inappropriate 
benchmark / 

index

Use of model 
/ back tested 
performance
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The development of GIPS

• GIPS development was 
sponsored by the CFA Institute 
in 1995

• Endorsed in February 1999 as 
the worldwide standard

• Revised in February 2005, and 
now further reissued as GIPS 
2010

• Next iteration expected in the 
form of GIPS 2020



PwC

GIPS Governance
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40th Sponsor 
country -

China

41st Sponsor 
country -

Kazakhstan
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Recent Guidance Statements

2017

- Guidance Statement on Broadly Distributed Pooled Funds

(adopted March 2017, effective 1 January 2018)

2014

- Application of the GIPS Standards to Asset Owners

(adopted June 2014)
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Upcoming developments

Document Release -
Public 

Comment 
or Final

End of Public 
Comment 

Period

GIPS 20/20 Consultation Paper 17 May 2017 16 Jul 2017

Risk Guidance Statement - Exposure Draft 28 Jun 2017 26 Sep 2017

Verifier Independence Guidance Statement -
Exposure Draft

28 Jul 2017 26 Oct 2017

Asset Owner Guidance Statement – Final 16 Aug 2017 Completed

Overlay Guidance Statement - Exposure Draft 29 Aug 2017 27 Nov 2017

Supplemental Information – Final 14 Sep 2017 Completed

Benchmarks - Exposure Draft 28 Sep 2017 27 Dec 2017

GIPS 2020 Edition - Exposure Draft Q1 2018 Q2 2018

GIPS 2020 Edition - Final Q1 2019 Completed
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Brief recap on GIPS
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Objectives of GIPS

Global 
comparability

Accurate and 
consistent 

data

Representation 
of 

performance

Uniformity 
in 

reporting

Fair 
presentation

Ethical 
framework

Full
disclosure
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Basic pillars of GIPS

Policies & 
procedures

Composite 
construction

Input data

Calculation 
methodology

Presentation 
& disclosure

Firm 
definition
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How will compliance with GIPS affect your 
business?

Marketing
and client 

communications

Compliance
and risk management

IT and operational 
procedures

Human capital competency

Firm 
definition

Composite 
construction Input data Calculation 

methodology

Presentation 
and 

disclosure
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Overview of compliance

Composite Reports

Composites
Non -

Discretionary  
Accounts

Exclusion 
(minimum 

account size)

Account Population

Define the Firm

Ensure Correct 
Input Data &

Account 
Calculation 

Methodology
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Firm definition

• Compliance is on a firm-wide 
basis

• Defined as an investment firm, 
subsidiary or division held out 
to clients as a distinct business 
entity

• How is it marketed and held 
out to the public?

• Performance belongs to the 
firm
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Policies and procedures

• Framework which supports 
compliance

• Discretionary?

• Minimum asset levels?

• Use of leverage & derivatives

• Joiner/leavers

• Switches

• Record keeping

Presenter
Presentation Notes
“Policies and procedures represent the framework which supports the firm’s compliance.”



PwC

Composite construction

• Composites are groups of 
“Accounts following a similar 
strategy or objective”

• Comparability is a 
fundamental objective

• Include all actual, fee-paying 
discretionary portfolios

• Model/simulated results not 
permitted (i.e. actual assets 
under mgmt)
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Input data

• Valuations based on FV

• Valued minimally at each 
calendar month end

• All data and information must 
be captured and maintained 
for a minimum of 10 years
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Calculation methodology

Typically calculated on underlying 
accounting system
May use published returns to 
populate system

Typically Calculated on 
Performance System 

Typically Calculated on 
Performance System

Composite returns

Other statistics
(Cumulative returns, 

dispersion, etc.)

Account returns
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Presentation & disclosure

5 year fully compliant history and 
build-up to a 10 year compliant 
record

A complete list and description of all 
of a firm’s composites must be 
available on request

Definition of firm Gross or net fees

Benchmark Total Firm AUM

Dispersion measures Composite details: no. of accounts, 
etc

Description of composites Use of leverage / derivatives
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Presentation & disclosure
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Presentation & disclosure
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Not just the standards…

All GIPS compliant firms must comply with all of the following as 
published by the CFA Institute:

• Updates

• Reports

• Guidance Statements

• Interpretations; and

• Clarifications
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What it means for your asset 
management business?
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FINANCIAL TIMES
SUNDAY 4 JUNE 2017

Asset managers step up 
performance disclosures
by our financial staff

One of Mr McCann’s biggest criticisms was 
that fund managers were not upfront about 
limitations to their data, provided little 
information on whether their performance 
figures took fees into account, and cherry-
picked benchmarks to display their results in 
the most flattering light.

Henderson and Premier have moved to 
address these concerns since Numis raised 
the issue. Henderson, which last week 
completed its merger with US rival Janus 
Capital, said in its latest results that 77 per 
cent of its funds outperformed over the three 
years to the end of December.

In a footnote, the London-based fund house 
clarified that this figure referred to 99 per 
cent of its assets under management, and 
was net of fees for retail funds and gross of 
fees for institutional funds.

Henderson had previously provided no 
information on the percentage of assets 
reflected by these figures, or whether they 
included fees.

Guildford-based Premier Asset Management 
has similarly improved how it reports the 
performance of its funds.

In Premier’s latest set of results, it said 95 
per cent of its assets were “above median” 
over the past three years. It added in a 
footnote that these figures reflected 83 per 
cent of the company’s assets, and were net 
of all charges.

Previously the Aim-listed asset manager 
stated only that its performance figures 
referred to retail assets under management, 
and excluded certain strategies.

Alan Miller, a prominent City fund manager 
who has called on the UK regulator to 
investigate how asset managers report these 
figures, said: “It is a step forward that these 
significant groups are being more 
transparent than their competitors by stating 
whether performance is shown gross or net.

“In our view it is shameful that some major 
UK-listed companies still can’t comprehend 
the basic principles of being fair and not 
misleading their stakeholders.”

The row between Schroders and Numis
erupted after Schroders claimed 85 per cent 
of its assets had outperformed their 
benchmark or peer group over the past five 
years. Mr McCann later discovered this only 
applied to 63 per cent of Schroders’ assets 
under management, and did not take fees —
a significant detractor from net performance 
— into account.

Henderson Global Investors and Premier 
Asset Management have changed how they 
report their performance figures after a top-
rated analyst criticised rival fund manager 
Schroders’ disclosures.

Asset managers’ performance reporting was 
put in the spotlight in March when David 
McCann, an analyst at Aim-listed brokerage 
Numis, published an unusually combative 
note that accused Schroders of using 
“disingenuous” figures.

Mr McCann later retracted his criticism and 
publicly apologised to Schroders, the UK’s 
largest listed asset manager. But he has 
continued to flag serious flaws in how the 
wider asset management market reports 
these figures, which are an important tool for 
shareholders and analysts when assessing 
the health of an investment company.

Numis calls on asset managers 
to revamp reporting 

Broker publishes recommendations after its 
public dispute with Schroders.

“It is difficult for investors in the sector 
to make a fair assessment of the 
performance situation at many 
companies and across the industry,” 
analysts at Numis said, citing the use 
of different preparation methodologies 
by asset managers. 

“The problem is 
across the industry 
there is no 
standard.” 
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Pros and cons

Pros
• Process creates control

• Enhance risk management

• Standardisation of assessment of 
managers

• Standardisation of assessment of 
portfolio performance

• Enhance market effectiveness

Cons
• Firm-wide commitment

• Significant cultural change

• Challenges for implementation e.g. 
historical records, systems

• Tracking recipients of composite 
disclosures
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Common Challenges

• Lack of GIPS expertise

• High turnover in performance team

• Historical data insufficient to support track record

• Lack of “political” will
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Any 
questions?
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This presentation has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the
information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the
accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its members,
employees and agents do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act,
in reliance on the information contained in this publication or for any decision based on it.

©2017 PricewaterhouseCoopers LLP. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers LLP which is a member firm of
PricewaterhouseCoopers International Limited, each member firm of which is a separate legal entity.
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