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Alternative asset 
management 2020 
Fast forward to centre stage 

Over the past several years, rapid developments in the global economic environment have pushed asset 
management to the forefront of social and economic change. An important part of this change – the need 
for increased and sustainable long-term investment returns – has propelled the alternative asset classes 
to centre stage. To help alternative asset managers plan for the future, we have considered the likely 
changes in the alternative asset management industry landscape over the coming years and identified 
six key business imperatives for alternative asset managers. We have then examined how managers can 
implement and prosper from each of these six imperatives.
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Alternative firms, with their emphasis on investment outcomes rather than products, and 
specialisation rather than commoditisation, will increasingly attract investors seeking customisation, 
diversification and genuine long-term alpha. At the same time, alternatives will increasingly occupy 
a prominent allocation in the world’s economies, both established and emerging. Fast-forwarding to 
2020, alternatives will have a centre stage role to play in the investment universe and in the global 
economy. 

Between now and 2020, alternative assets are expected to grow to $13.6tn in our base case 
scenario and to $15.3tn in our high case scenario. High performance of capital markets driven by 
accommodative monetary policies and stable GDP growth would push alternatives towards the high 
case scenario. However, the possible rise of interest rates in the US and Europe, coupled with a normal 
correction in the capital markets, would support the base case. 

Over the past several years, rapid developments in the global economic environment have pushed asset 
management to the forefront of social and economic change. The need for increased and sustainable  
long-term investment returns are an important part of this change and has propelled alternative asset 
management to centre stage.  

n Private Equity  n Real Assets  n Hedge Funds & FoHF

Source: PwC Market Research Centre analysis based on Prequin, HFR and Lipper data.
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Figure 1: Alternative assets in USD tn
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From now until 2020, the 
alternative asset management 
industry will experience a period 
of transformation as firms look 
to calibrate their businesses and 
operations as they move to centre 
stage. The principal focus for many 
firms will shift to creating a broader 
asset class and product mix and 
opening new distribution channels. 
While some firms still strive to 
become more institutionalised, the 
leading firms will work to build 
industrial-strength operational 
platforms. They will meet this 
challenge by revamping their 
business and infrastructure to be 
more agile and scalable, with a high 
degree of efficiency and operating 
leverage. 

Neither regulation nor investor 
expectations are, of course, a ‘done 
deal’. Both will still have a major 
impact and produce some significant 
challenges as well as opportunities 
in the years to 2020. But leading 
alternative firms will, in the coming 
years, shift focus and invest more 
time and resources on business 
strategy, organisational design and 
data-informed decision-making. 
Unfocused approaches to all will be 
increasingly rare.

The diversity of the alternatives 
industry may mean that measuring 
business unit and product 
profitability is not practical for all 
firms, but firms will need to be 
increasingly systematic and granular 
in their analysis of opportunity 
versus cost. This shift will not come 
easily to all firms in the sector, some 
of which pride themselves as being 
artisanal. 

But the majority, by 2020, will see 
the virtues of becoming fitter for 
growth, agility and profitability.
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Choose your channels 
Alternative firms by 2020 will adopt world-class ideas and practices from 
the broader financial services industry and from traditional asset managers. 
They will develop more sophisticated market strategies, more focused 
distribution channels and better recognised brands. Most alternative firms 
will work out exactly which investor channel or channels they want to 
target and develop relevant strategies and products. Some will focus more 
systematically on sovereign investors, pension funds, other sophisticated 
institutions and private wealth markets. Others will target emerging 
markets, and still others will pursue the potentially huge asset flows through 
liquid alternative products. A small number of mega-managers in the 
alternatives space will operate across all major geographies, channels and 
strategies.  

Build, buy or borrow
Greater segmentation of investors will, in turn, drive greater segmentation 
of the managers themselves. Deciding which segment of the market to 
inhabit will require alternative firms to more consciously evaluate what they 
are as an organisation and where they want to be. They will typically aspire 
to be one of the following types: diversified alternative firms, specialty firm 
or multi-strategy firm. All these models exist today; the difference is that 
firms will by 2020 explicitly choose a growth strategy in order to remain 
competitive. To develop the chosen business model, firms will pursue 
one or more of three growth strategies: building, buying or borrowing. 
Builders grow by building out their internal organisations, leveraging and 
developing their existing capabilities and investment talent. Buyers expand 
their alternative capabilities across asset classes and strategies by acquiring 
talent, track record and scale overnight. Borrowers partner with other 
institutions, including asset managers, wealth managers, private banks and 
funds-of-funds, to expand their investment capabilities and take advantage 
of broadened distribution channels. These ‘borrowing’ relationships include, 
but are not limited to, distribution arrangements, joint ventures and sub-
advisory relationships.



More 
standardisation, 
more customisation
The polarisation of the alternatives 
industry into standardised and 
customised solutions, already 
in evidence in 2015, becomes 
even more marked by 2020. 
This shift responds to three key 
investor demands. The first is the 
ongoing demand by the largest 
institutional investors for made-
to-order products, providing 
greater customisation and strategic 
alignment. The second is demand 
for next-generation commingled 
funds that are more focused on 
outcomes. The third is demand 
for liquid alternative funds in 
standardised formats as some 
institutional investors, as well as the 
mass affluent and newly wealthy, 
seek easy access to alternative 
strategies.

From institutional 
quality to industrial 
strength
Owners, investors and regulators 
will broaden their expectations from 
‘institutional quality’ to ‘industrial 
strength’. They will expect 
alternative firms to operate in a way 
that goes beyond the prerequisite 
quality standards to operate even 
more effectively and offer a broader 
range of capabilities. Having 
institutionalised their businesses, 
alternative firms will seek the higher 
standard of ‘industrial strength’. 

Firms will revamp their operations 
in a cost-effective way that is not 
disruptive to their day-to-day 
business. This includes embedding 
more data-informed decision-
making to estimate the impact 
of business mix changes and 
process improvement on costs and 
revenues. They will then implement 
these process improvements, 
eliminating operating inefficiencies 
by automating and outsourcing 
processes. Firms will look to 
transform labour-intensive 

functions like compliance, tax and 
investor servicing into ones that 
are more technology-enabled, 
scalable and integrated within the 
overall operating environment. 
To do this, larger firms will build 
in more resource bandwidth with 
change agents who will drive 
process improvement while core 
teams continue to drive day-to-
day operations. Firms will also 
seek to better control operational 
risk, systematically identifying, 
prioritising and managing 
operational risks to target areas of 
potential vulnerability. 

The right resources 
in the right places
By 2020, the shift to data-informed 
decision-making will lead to 
improved organisational designs 
that can better deliver the right 
resources to the right places. Design 
elements that will be adopted 
by alternative firms include: 
centres of excellence to leverage 
expertise; dedicated teams to focus 
on underserved areas; sourcing 
strategies to reduce costs for high-
volume, repeatable processes; and 
location strategies to bolster a firm’s 
presence in a particular jurisdiction 
or to reduce cost.

Many alternative firms will also 
make more effective use of right-
sourcing strategies. In some cases, 
they will shift to using outsource 
providers or utility-like platforms 
where key skills or geographic 
coverage can be provided more cost-
effectively, externally. In other cases, 
alternative firms will continue to use 
in-house support functions to take 
advantage of operating leverage 
benefits. Successful right-sourcing 
efforts are accompanied by more 
systematic and efficient internal 
oversight to bridge the gap between 
external service providers and 
internal resources. 
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It’s not only about 
the data
Data and data-centricity are key 
business imperatives in 2015. 
By 2020, the focus of leading 
alternative firms will have largely 
moved on. They will have laid the 
necessary ‘plumbing’, and accessing 
data across their organisations will 
be as natural as turning on a tap. 
To do this, they will adopt data 
standard protocols allowing all parts 
of the organisation to exchange 
information, creating a self-service 
model. These protocols will also 
speed information exchange with 
key counterparties and service 
providers.

The result will be a data-centric, 
self-service environment in which 
time is spent on the analysis and 
reporting of data, rather than on the 
manipulation of data. The resulting 
analytics enable alternative firms to 
better measure the strength of their 
operational processes and enhance 
key functional areas such as tax, 
compliance, reporting and investor 
servicing. The model will also help 
plug the current drain on resources 
in the manual and non-standardised 
areas of portfolio monitoring, 
operational due diligence and 
investor onboarding.
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Analytics enable 
alternative firms 
to better measure 
the strength of 
their operational 
processes and 
enhance key 
functional areas 
such as tax, 
compliance, 
reporting and 
investor servicing. 

the focus of leading alternative firms will 
have largely moved on. They will have laid 

the necessary ‘plumbing’, and accessing 
data across their organisations will be as 

natural as turning on a tap. 
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The alternative 
asset management 
landscape in 2020
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•  Asset management moves centre-stage. Changing demographics and 
markets will thrust asset management to centre-stage. First, regulation 
will continue to hinder banks: for alternatives this furthers significant 
opportunities such as catalyst hires from banks and the opportunity to 
further step into the funding gap. Second, as the world ages, retirement 
and healthcare will become critical issues that asset management can 
solve: capital preservation and alpha generation will be key. Third, 
asset managers will dominate the capital raising required to support 
growing urbanisation and cross-border trade: growing asset classes 
in infrastructure and real estate play into alternatives firms’ areas of 
expertise. Fourth, asset managers will be at the centre of efforts by 
sovereign investors to invest and diversify their huge pools of assets: 
alternative firms are ideally positioned to partner with them. 

•  Huge rise in assets and shift in investor base. Alternative assets are 
expected to grow between now and 2020 to reach more than $13.6tn 
in our base-case scenario and $15.3tn in our high-case scenario. Assets 
under management in the SAAAME (South America, Asia, Africa and 
the Middle East) economies are set to grow faster than in the developed 
world as these economies mature. This growth will be evidenced by the 
projected emergence of 21 new sovereign investors, the vast majority of 
which will originate from SAAAME. 

•  Growth in assets will be driven principally by three key trends: a 
government-incentivised shift to individual retirement plans; the increase 
of high-net-worth-individuals from emerging populations; and the 
growth of sovereign investors. This creates the need for more tailored, 
outcome-based alternative products that provide capital preservation, 
but provide upside opportunities.

The asset management landscape is undergoing radical 
change. This change was set out in a paper PwC published in 
early 2014 – Asset Management 2020: A Brave New World.1 
The paper captures the global trends impacting the industry 
in the coming years and identifies the consequences of these 
trends. The key predictions it makes are outlined below and 
supplemented with a brief analysis of the potential impact on 
the alternative asset management sector:

1 www.pwc.com/AM2020

Public pension fund turns to 
alternatives
By 2020, there will be a fundamental shift 
towards alternatives by many sovereign 
and public pension funds. This is the 
continuation of a trend that first gained 
traction in the US and then globally. In 
April 2015, for instance, the world’s largest 
pension fund, the $1.1tn Government 
Pension Investment Fund (GPIF) of Japan 
announced a new strategic asset mix in a 
bid to achieve higher returns and address 
the needs of an ageing population. 
Significantly, GPIF’s new mandate allows 
for a 5% allocation to alternatives, 
representing a significant opportunity for 
alternative firms. And it will not end there. 
Three smaller funds managing about 
$250bn – the Promotion and Mutual Aid 
Corporation for Private Schools of Japan, 
the Pension Fund Association for Local 
Government Officials, and the Federation 
of National Public Service Personnel 
Mutual Aid Associations – plan to adopt a 
mix similar to GPIF. 

By 2020, it is expected that global pension 
fund assets will have reached $56.6tn, 
with alternative assets expected to play 
a considerably larger role in their asset 
allocation mix.

Source: Adoption of New Policy Mix (GPIF) 
October 31, 2014 gpif.go.jpou



•  Pressures on the asset 
management industry. 
Alongside rising assets, there 
will continue to be increased 
regulatory requirements, rising 
costs and pressure to reduce fees. 
Alternative firms do not escape 
this pressure and will seek to 
respond proactively.

•  Distribution is redrawn – 
regional and global platforms 
dominate. New markets and 
untapped investor types will 
open up if alternative firms can 
develop the products and access 
the distribution channels to tap 
them. By the early 2020s, four 
distinct regional fund distribution 
blocks will have been formed 
allowing products to be sold pan-
regionally. These are: north Asia, 
south Asia, Latin America and 
Europe. However, these blocks 
benefit traditional firms more than 

alternatives firms, so distribution 
alliances will be critical for 
alternatives firms. 

•  Alternatives become 
mainstream. The term 
‘alternative’, already strained to 
reflect a mix of different strategies, 
products and firms, becomes 
further flexed. The growth of 
liquid alternative products, either 
in the form of mutual funds 
or UCITS, continues to create 
greater integration between 
alternative and traditional asset 
management. By 2020, alternative 
asset management will become 
synonymous with ‘active asset 
management’ and, increasingly, 
‘multi-asset class solutions’. 

•  New breed of global managers. 
Traditional managers leverage 
their existing platforms, 
distribution capabilities and 
brands to develop full-service, 
multi-asset class alternative 
businesses. A few of today’s largest 
diversified alternative firms will 
become mega-managers in their 
own right, establishing a presence 
in all the key geographies and 
investor segments. The largest 
alternative firms will continue 
their growth trajectory and 
diversification through product, 
asset class and distribution 
expansion, fuelled by build, buy 
and borrow strategies. Specialist 
firms will seek ‘best-of-breed’ 
status by producing sustained 
performance, while certain 
emerging firms will fight for shelf 
space. 

•  Asset management enters the 
twenty-first century. By 2020, 
technology and data-informed 
decision-making will become 
mission critical to drive investor 
engagement, data analytics, 
operational and cost efficiency, 
and regulatory and tax reporting. 
Data management and investment 
in technology have not always                        
been a top priority for alternative 
firms – this will change.
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Figure 2: Number of sovereign investors by region

Source: PwC Market Research Centre analysis based on sovereign investors’ financial information, Sovereign 
Wealth Center, Prequin IFSWF, The Natural Resource Governace Institute and the Columbia Center on 
Sustainable Investment data.
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The industry is highly fragmented today with great variation in strategic 
outlook and operating efficiency among the many firms that comprise the 
sector. This variation will narrow as the industry becomes more segmented. 
Those firms who are looking not just for growth but for sustainable growth, 
will develop more sophisticated market strategies while pursuing  a chosen 
growth strategy that will allow them to acquire the necessary talent and 
capabilities needed. At the same time, they will have a clear strategy and 
create robust organisations to exploit the opportunities that will emerge 
in the coming years. They will, as they have today, still manage highly 
disparate strategies that leverage unique skillsets. But operationally they 
will start to look more homogenous as a group as they seek to create 
‘industrial strength’ in their operations and processes. 

Greater homogeneity will not mean that alternative firms will lose their 
edge. On the contrary, increasing standardisation and repeatability of 
key operational processes will confer durability and should lead to higher 
profitability in the years ahead. 

Durability and profitability will be essential credentials for any alternative 
firm which has ambitions to follow – or lead – the industry to the centre 
stage of the investment landscape.

Alternative asset management will undergo a transformation 
in the years to 2020 and beyond as it adjusts to a new 
operating and economic environment and moves towards 
centre stage.
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