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Alternative Asset Management Industry1 

Convergence Insights    
Twelve Months Ended March 31, 2016 

_______________________________________________________________ 
 

Q1 2016 Headline-The Alternative Asset Management Industry is GROWING! 
 

KEY CONVERGENCE GROWTH MEASURES 
 

- ALTERNATIVE MANAGER GROWTH:  + 16% 
- ALTERNATIVE ADVISOR GROWTH:  + 10% 
- HEADCOUNT GROWTH:    + 13% 
- PRIVATE FUND COUNT GROWTH:  + 11% 
- REGULATORY ACTION GROWTH:  + 11% 
- EXEMPT MANAGER REGISTRANTS:  + 31% 
- NON-EXEMPT MANAGER REGISTRANTS: +   8% 
- PRIVATE FUND ASSET GROWTH:   +   3% 
- COMPLEXITY GROWTH:    +   4% 
- SERVICE PROVIDER INDEX DECLINE:   -    1% 
- PRODUCTIVITY DECLINE:    -    3% 

 
The alternative asset management industry continues to grow by almost all measures tracked by Convergence.  
Headcount growth was particularly robust as managers added more staff to their back-offices to deal with 
increasing business complexity, a challenging regulatory environment and greater reporting and transparency 
required by their investors.  Productivity and the Service Provider Indices are the only factors to experience a 
year-over-year drop. 
 
Convergence’s Q1 2016 update on the Alternative Asset Management Industry includes the most recent 
filings provided by all SEC registered Advisors through the first week of April 2016 making the Q1 2016 
year-over-year the most original and comprehensive view of the alternatives industry.  Convergence measures 
the overall health of the “Industry” by analyzing the data it collects and creates on 16,500+ Advisors and the 
50,000+ Private Funds2 that they manage.  During the prior 12 months, RIAs filed almost 40,000 Form ADV 
updates indicating a greater level of compliance with the SEC’s guidance on material changes to the Advisor’s 
business. 
 
Please go to www.convergenceinc.com for more detailed information or call John Phinney, George 

Evans or George Gainer @ 203-956-4824 or Joe Dello Russo @ 781-439-5125. 

                                                             
1 An Alternative Asset Manager is defined as an RIA that discloses advising one or more Private Funds 
2 Private Funds include Hedge, Private Equity, Real Estate, Venture Capital, Structured Asset, Liquidity and Other Funds 

http://www.convergenceinc.com/
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Alternative Industry Growth 

________________________________________________________ 
 

Convergence Insights 

The number of Private Funds, Alternative Asset Managers, Private Fund Assets under Management3 
and Headcount grew 11%, 16%, 3% and 13%, respectively.  Headcount growth is attributed to the 
growth we see in the various complexity factors we follow.  Please see the Business Complexity and 
Risk section of this paper for more information on this topic. 
  
The industry is growing much greater than one hears by listening to selective sources.  Convergence 
sees broad-based growth as alternative assets are growing despite reduced leverage, weaker 
performance returns and increased industry regulation. Banks continue to reduce their balance 
sheets and are shedding alternative asset management and proprietary trading businesses.  The 
specter of negative interest rates and underfunded retirement systems globally make alternative 
investment attractive to investors seeking better returns from asset classes less correlated with 
traditional equity and fixed income markets. 
 

 
 
 
 
 

                                                             
3 Regulatory assets under management includes the value of securities portfolios for which an Advisor provides continuous and 
regular supervisory or management services as of the date of filing this Form ADV without deducting the value of liabilities or 
other debt. 
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Alternative Industry-Fund Type Profile 

_______________________________________________________ 
 

Convergence Insights 

Hedge Funds with $6.74tr in private fund regulatory assets under management continue to be the 

largest among all fund types yet was only up 1% from 2015 levels. The number of hedge funds 

increased to 13,932 up 1.6% from 2015 levels.  Private Equity fund types continued to represent the 

largest number of funds with 15,121 funds, up 10% from 2015 levels and asset of $2.88tr, up 4% from 

2015 levels. This is due in large part to the popularity of closed-end private equity fund structures 

that protect fund assets from premature redemptions that sometimes occur during periods of 

significant volatility.  The use of private equity fund structures became more popular post the 2008 

financial crisis. 
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Alternative Industry-New Funds Added & Existing Funds Dropped 

_______________________________________________________ 
 

Convergence Insights 

Convergence tracks new funds added and existing funds dropped each day based on the fund 
disclosures made by Advisor’s in their Form ADV.  From Q1 2015 through Q1 2016, Private Equity 
Fund Structures saw the greatest overall increase adding a net 1,663 funds while Hedge Funds 
increased by a net 439 funds.  This is consistent with the increased use of closed-end private equity 
fund structures by alternative managers of all types including non-private equity managers, who seek 
to protect assets from redemption risk.  Many credit managers use private equity style funds to 
house less liquid credit assets including bank loans and trade claims. 

 
The increase is also being driven by the entrance of more traditional private equity managers.  We 
define these as managers who specialize in buy-outs, carve-outs and restructuring of public and 
private companies.  
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Alternative Industry-Manager Investment Strategy Profile 

_______________________________________________________ 
 

Convergence Insights 

Multi-strategy remains the most prevalent strategy.  Managers of multi-strategy asset classes advise 

$4.73tr of private fund assets, down 5% from $4.96tr at the end of Q1 2015.  Multi-Strategy managers 

transact in equity, fixed income and other asset classes and all experienced downward pressure in 

2015 and early 2016.  Managers of Quantitative and Private Equity funds saw an increase in private 

fund assets of 15% and 10%, respectively. 
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Alternative Industry-Headcount 

_______________________________________________________ 
 

Convergence Insights 

Industry headcount rose 13% in 2016 driven by increases in the Manager’s front and back-office, 

which grew 12% and 14%, respectively.  Middle and Back-office hiring continues to be driven by 

business complexity, increased regulatory pressures and greater investor demands for more frequent 

reporting and additional transparency into their business models.  The Service Provider community 

has ample opportunity to continue to outsource select functions. 
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Alternative Industry-Headcount 

_______________________________________________________ 
 

Convergence Insights 

Headcount differs based on the Fund Type of the Manager.  Managers of Hedge Funds have the 

greatest level of headcount with 116,322, up 13% with Investment professionals and Non-Investment 

Professionals increasing by 13%, respectively. The largest increase in reported staff was seen in 

Venture Capital firms who are disclosing more headcount data in their ADV as well as by the growth 

in VC firms. Back-office hiring continues to be driven by business complexity, increased regulatory 

pressures and greater investor demands for more frequent reporting and additional transparency into 

their business models. 

 

 
 

 

  

2016 Growth FTE IP NIP

All 13% 12% 14%

HF 12% 13% 13%

PE 13% 17% 8%

RE 12% 15% 10%

VC 54% 39% 75%

SAF 17% -10% 26%

LF 4% 2% 7%

OTHER 18% 14% 21%
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Alternative Industry-Headcount Ratios by Size Band 

_______________________________________________________ 
 

Convergence Insights 

As managers grow they experience different levels of scale.  For example, Investment Professionals 

(IP) as a percentage of Full Time Equivalents (FTE) shows the most consistent level of scale and 

improvement as firms grow.  Yet Non-Investment Professionals (NIP) as a percentage of FTE 

grows steadily from .46 to .55 and does not show the same scale benefits as investment professionals 

as firms grow.  Perhaps the most interesting statistic is the ratio of Non-Investment Professionals 

per Investment Professional, what we call the “support ratio.”  This ratio increases steadily as firms 

grow indicating that as investment professionals gain scale other complexity is requiring the 

Manager to hire greater levels of Non-Investment.  The central message is that complexity does not 

scale well.  
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Alternative Industry- Business Complexity 
_________________________________________________________________________ 
 

Convergence Insights 

Business Complexity, defined as the unweighted sum of the complexity factors listed in the chart 
below, rose 4% driven by increases in private funds, limited partners, affiliates, total accounts and 
fund types which grew 13%, 14%, 15%, 16% and 17%, respectively.  These increases were offset by 
declines in regulatory regimes, wrap fee programs, office locations and Convergence’s Service 
Provider Index which declined by 5%, 6%, 7% and 1%, respectively.  The increase in the number of 
private funds, fund types and limited partners advised by Managers appears to be driving headcount 
most dramatically as increases in these complexity factors place the greatest burdens on Managers. 
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Alternative Industry-Manager Registration Profile 

________________________________________________________ 
 

Convergence Insights 

Managers of alternative assets who are non-exempt registrants declined as a percentage of all 
registered advisors from 65% to 60%.  This change was driven by 122 Managers who changed their 
registration status from Non-Exempt-to-Exempt status and by the large number of new Private 
Equity and Venture Capital Managers who can file Exempt, regardless of size, when they only 
advise 1 or more Private Equity or Venture Funds.  In 2016, the number of Private Equity and 
Venture Fund Managers grew by 17% and 21%, respectively.  Exempt Managers grew 31 % driven by 
the significant growth in new private equity, venture capital and smaller hedge fund registrants who 
are able to file as exempt.   
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Alternative Industry-Regulatory Actions Profile 

________________________________________________________ 
 

Convergence Insights 

The number of regulators per manager declined from 2.78 to 2.65 or 5%.  This decline is consistent 
with the decline in the number of office locations reported by managers which declined by 7%.  
Cumulative Regulatory Actions disclosed by Manager’s in our universe increased 11% to 4,807 driven 
by increases in Civil, Criminal and Regulatory actions of 7%, 10% and 12%, respectively. 
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Alternative Industry-Service Provider Index 

________________________________________________________ 
 

Convergence Insights 

The Convergence Service Provider Index, defined as the unweighted sum of Service Providers per 
Manager (shown in the chart below), declined slightly during the year driven by the large number of 
merger transactions taking place in the Fund Administration and Fund Auditor markets.  These 
transactions reduced the average number of Fund Administrators and Fund Auditors by 1% and 5%, 
respectively. 
 
Convergence believes that several other Fund Administration deals are in the works as several 
universal banks are losing market share and numerous smaller administrators are seeking larger 
platforms to scale their current business model.  We see an over-abundance of service providers in 
many Advisor relationships. 
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Alternative Industry-Fund Auditors 
_______________________________________________________________ 

 

Convergence Insights 
 

The Big 4 Audit firms continue to dominate the market in 2016 with $10.54tr or 86% of private fund 
assets, representing a 1% annual gain in assets.  There are 456 Other Audit firms who service $1.67tr4 
of private fund assets or 14% of total industry assets, representing a 15% annual gain in fund assets. 
 
The Big 4 Audit firms service 28,209 private funds or 63% of all private funds, representing a 6% 
annual gain in funds.  There are 456 Other Audit firms who service 16,862 or 37% of all private funds, 
representing a 14% annual gain in funds.  
 

 
 

 
 

                                                             
4 Includes the value and number of funds that do not report an Auditor 
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Alternative Industry-Fund Administrators 
_______________________________________________________________ 

 

Convergence Insights 
 

The top 10 Administrators continue to dominate the market in 2016 with $6.78tr or 56% of private 
fund assets, representing an 8% annual gain in this group’s share of private funds assets.  Managers 
continue to Self-Administer $3.20tr of private fund assets representing 26% of industry private assets 
and an annual decline of 2%.  There are 444 Other Administrators who service $2.23tr of private fund 
assets or 18% of total industry assets, representing an annual decline of 3%. 
 
The top 10 Administrators service 11,715 private funds, or 26% of all private funds, and grew 11% over 
the prior year.  Self-Administered Funds continue to represent the largest number of funds in 2016 
with 19,846 funds, or 44% of private funds, and grew 14% over the prior year.  The large increase in 
new Private Equity, Real Estate and Venture Capital fund types contributed to this increase.  All 
Other Administrators service 13,510, or 30% of industry private funds, and fund growth was flat to 
last year. 
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Alternative Industry-Self-Administration 
 

 
Convergence Insights 

Alternative Managers disclose that they Self Administer $3.20tr of private fund assets representing 

26% of industry assets and representing an annual decline of 2%.   Private Equity Fund Types 

continue to dominate the Self-Administration market representing $1.62tr or 52% of Self-

Administered assets, representing an annual decline of 8%.  Private Equity also leads with 9,226 

funds or 87% of all Self-Administered Funds, representing an annual increase of 13%.  Hedge Funds 

experienced a slight uptick of 3% in Self-Administered private assets. 
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Alternative Industry-Fund Administrators and Auditor Changes 
 

 
Convergence Insights 

Managers changed Administrators across 2% of their funds in 2016 and changed Auditors across 5% 

of their Funds.  The change in Auditors is somewhat surprising yet Convergence believes that the 

Big 4 Audit firms may be shedding smaller and higher risk clients to create capacity for current and 

new clients.  The changes in Fund Administrators is in line with the historical average of 2-4% and is 

typical in markets where there is a fair amount of merger activity. 
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Alternative Industry-Operating Productivity 

________________________________________________________ 
 

Convergence Insights 

Convergence is publishing its inaugural Operating Productivity Index which is the unweighted 

combination of (1) front and back office headcount per billion of regulatory assets under 

management and (2) front and back-office headcount per number of funds advised.  Declines in the 

value of the Index represent productivity improvements and increases represent productivity 

declines.  In 2016, a 12% increase in headcount per billion offset a 1% productivity gain in headcount 

per fund resulted in a productivity decline of 3%. 
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Administrator & Auditor League Tables by Fund Type5 
Measured by Private Fund Assets6 & Number of Private Funds  

                                                             
5 Advisor Strategy is assigned by Convergence based on the dominant asset classes used by the Advisor to generate 
return.  Convergence technology scores the asset classes disclosed by the Advisor and recommends a primary strategy 
that is validated by a Convergence Analyst.  Primary Strategies are designed to provide the user a sense of what types of 
assets the Advisor is likely to trade and thus a sense of the types of systems and control procedures the Advisor is likely 
to have in place. 
6 Private Fund Assets are based on the reported Fund GAV disclosed by the Advisor for each single or mini-master fund 
entities.  Convergence does not double count assets held by linked master-feeder funds.  We eliminate all feeder fund 
asset values from our asset and fund count calculations. 
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Top 25 Administrator & Auditor-Private Fund Assets under Management7 

 

 

 

  

                                                             
7 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM is 
listed in $ billions. 
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Top 25 Administrator & Auditor-Hedge Funds8 

 
 
 

   

                                                             
8 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM is 
listed in $ billions. 
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Top 25 Administrator & Auditor-Private Equity Funds9 

  

  

  

                                                             
9 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM is 
listed in $ billions. 
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Top 25 Administrator & Auditor-Real Estate Funds10 

 

 

   

                                                             
10 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Venture Capital Funds11 

 

 

   

                                                             
11 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Securitized Asset Funds12 

 

 

   

                                                             
12 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Liquidity Funds13 

 

 

   

                                                             
13 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Other Funds14 

 

 

 

 

 

 

                                                             
14 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Administrator League Tables by Advisor Strategy15 
Measured by Private Fund Assets16 & Number of Private Funds  

                                                             
15 Advisor Strategy is assigned by Convergence based on the dominant asset classes used by the Advisor to generate 
return.  Convergence technology scores the asset classes disclosed by the Advisor and recommends a primary strategy 
that is validated by a Convergence Analyst.  Primary Strategies are designed to provide the user a sense of what types of 
assets the Advisor is likely to trade and thus a sense of the types of systems and control procedures the Advisor is likely 
to have in place. 
16 Private Fund Assets are based on the reported Fund GAV disclosed by the Advisor for each all single or mini-master 
fund entities.  Convergence does not double count assets held by linked master-feeder funds.  We eliminate all feeder 
fund asset values from our asset and fund count calculations. 
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Top 25 Administrator & Auditor-Multi-Strategy Advisors17 

 

  

   

                                                             
17 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Equity Advisors18 

 

 

 

 

 

 

                                                             
18 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Debt Distress Advisors19 

 

 

  

                                                             
19 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Debt Diverse Advisors20 

 

  

   

                                                             
20 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Private Equity Advisors21 

  

   

                                                             
21 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Real Estate Advisors22 

  

   

                                                             
22 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Venture Capital Advisors23 

  

   

                                                             
23 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Securitized Asset Advisors24 

 
 

 
 

 

 

 

                                                             
24 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Emerging Market Advisors25 

 
 

 

                                                             
25 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Fund of Funds Advisors26  
 

 

   

                                                             
26 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 
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Top 25 Administrator & Auditor-Quantitative Advisors27 

 

 

 

                                                             
27 Left tables represent # of funds, right tables represent Private Fund Assets under Management (PFRAUM).  PFRAUM 
is listed in $ billions. 


