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Selecting the right investment consultant or outsourced chief investment officer 

(OCIO) is critically important, but Boards and committees often have limited 

experience with such searches, given how seldom they occur. This paper discusses 

four key steps in running an effective search. They include understanding the 

marketplace, identifying the needs of the fund, establishing evaluation criteria, 

and maximizing interaction with candidates.  

Note: Throughout the paper we use the term investment advisor to refer to both 

investment consultants and OCIOs. 

 

 

ew investment committees look forward 

to conducting investment advisor 

searches due to the tremendous amount of 

time and effort required. The fact remains, 

however, that investment advisors play 

important roles in the investment decision-

making process, and selecting the right 

advisor is therefore critical to the long-term 

success of the fund. This paper offers four 

tips for running an effective search process 

and arriving at the most informed choice 

possible. 

 

One. Get up to Speed on the Marketplace. 

ommittees typically issue requests for 

proposals (RFP) for investment advisors 

every 10-15 years. A lot can change in that 

time. New firms form and existing firms 

merge, new consulting models evolve, and 

new ways of using investment advisors are 

devised. An example of a significant change 

in recent years is the growth in the 

outsourced chief investment officer (OCIO) 

model, whereby the investment advisor 

assumes greater discretion over the 

investment decision-making process 
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including the discretion to select and 

terminate investment managers.  

Before initiating an investment advisor 

search, investment committees should, to 

the extent possible, familiarize themselves 

with the market for investment advisory 

services and the many options available. This 

can be achieved by gathering and reviewing 

industry literature or having staff conduct 

research and sharing it with the committee. 

Alternatively, the committee could invite 

industry experts to provide an education 

session on the market and current trends. 

Regardless of the approach, care should be 

taken to ensure the information and 

education provided to the committee is 

balanced and objective, and not designed to 

promote specific models, approaches, or 

firms. 

Two. Assess the Needs of the Fund. 

nce they are familiar with the market 

for advisory services, investment 

committees should use the search as an 

opportunity to step back and assess the 

strategic needs of the fund, as these may 

also have changed since the last time a 

search was conducted. The investment 

program may have become more complex 

with the addition of alternative asset classes; 

the organization may have grown from 

having no internal investment staff to having 

a CIO and investment analysts; or the 

composition of the board or investment 

committee may have changed, bringing 

different skillsets or investment beliefs to 

the table. While many funds automatically 

assume they should be searching for the 

same type of investment advisor they have 

always had, a strategic needs assessment 

may reveal that the fund would be better 

served by having a different type of advisor 

or perhaps multiple advisors with different 

specialities. Below are just a few of the 

different advisory models or structures 

available to today’s investment committees: 

 A general investment advisor operating 

on a retainer or project basis 

 A general investment advisor and one or 

more asset class advisors (e.g. private 

equity, real estate, or hedge funds) 

 A general investment advisor and one or 

more discretionary asset class advisors 

 An OCIO with responsibilities that span 

the entire fund, and 

 An OCIO with discretion over a portion of 

the fund, and working with the staff as a 

strategic partner. 

Once the committee has confirmed its 

investment consulting needs and identified a 

consulting model or arrangement that will 

best serve those needs, it is important that 

the corresponding scope of services be 

clearly documented for inclusion in an RFP. 

The clearer and more accurate the scope of 

services, the easier it will be for prospective 

firms to assess whether they can meet the 

fund’s needs, and the more accurate their 

fee proposals are likely to be. All too often, 

an RFP describes the scope of services in 

broad and ambiguous terms. For example, it 

may indicate the fund is seeking general 

advisory services, but also suggests the fund 

will consider firms to advise on certain asset 

classes only. In other cases, the RFP may give 

little indication of the volume of work that is 

anticipated (e.g. the number of manager 

searches). Such lack of clarity or detail can   

send mixed signals to prospective bidders, 
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make the evaluation of proposals more 

difficult, and may result in higher fee 

proposals. 

Three. Establish Sound Evaluation Criteria. 

hen designing an investment 

consultant RFP, committees often 

borrow criteria they have used to evaluate 

other types of vendors, such as investment 

managers. While these may serve as useful 

starting points, investment committees 

should ensure the criteria they use are 

tailored to the role of an investment advisor. 

Also, while it can be difficult to agree on a 

specific numerical weight for each criterion, 

the committee should, at a minimum, gain a 

consensus on the relative importance of 

each criterion. This is not a simple task and 

will require considerable discussion and 

debate, as each committee member may 

have very different priorities when selecting 

an advisor. Difficult as the process may be, 

however, such a discussion will be 

enormously beneficial as it forces the 

committee to truly think through the role of 

the advisor and the value the advisor is 

expected to bring to the investment 

decision-making process. 

Once the evaluation criteria are agreed 

upon, the committee must ensure the RFP 

and the search process will generate the 

information or data necessary to evaluate 

bidders against those criteria. As obvious as 

this may seem, in the rush to issue the RFP, 

committees often forget this important step. 

Failure to do so will make it more difficult to 

evaluate bidders at the final stages of the 

search. 

Four. Maximize Interaction with 

Candidates. 

ar too many search processes are 

designed in a manner that essentially 

requires a board or investment committee 

to select an investment advisor solely on the 

basis of a set of proposals and a number of 

finalist interviews, each of which may last 

only 30 minutes. Proposals simply cannot 

contain enough information to allow for a 

truly informed decision, and a 30 minute 

interview does not allow sufficient time to 

probe deeply into key issues. Furthermore, 

finalist interviews are typically scheduled to 

occur back-to-back on the same day, 

resembling a beauty pageant – a criticism 

often leveled at the investment manager 

selection process used in much of the 

investment industry. Given the special role 

the investment advisor will play in the fund’s 

decision-making process, and the close 

working relationship the advisor will have 

with the organization, committees owe it to 

themselves to really get to know the 

candidates, their investment views, and how 

they would approach and service the 

account. This will require longer meetings 

and iterative discussions.  

Of course, not all committees have the time 

and resources to hold lengthy interviews or 

conduct on-site due diligence meetings. In 

such cases, committees may wish to 

consider holding telephone meetings or 

video conference calls before arriving at a 

short list of finalists. In our experience, we 

have found that advisors would be more 

than happy to participate in such meetings, 

as it provides them an added opportunity to 
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learn about the fund’s needs, and better 

explain how they believe they can help. 

When designing the agenda for on-site due 

diligence meetings or finalist interviews, 

committees should avoid the tendency to 

ask questions that were already addressed in 

the RFP, but instead focus on more complex 

or nuanced questions that are difficult if not 

impossible to assess from a proposal. On-site 

due diligence meetings or finalist interviews, 

for example, are excellent opportunities to 

discuss aspects of the client’s actual 

portfolio and specific ideas or strategies 

candidates would propose for moving the 

portfolio forward. This may require more 

preparation by the committee, but the 

added value will be well worth it. 

Conclusion 

dministering a search for an investment 

advisor is a major undertaking with 

important implications for the fund. By 

carefully designing the process with the 

above tips in mind, organizations can turn 

what might otherwise be a frustrating and 

onerous process into a truly strategic 

exercise. Even if the fund decides to retain 

the incumbent advisor, everyone at the fund 

will likely have gained tremendous insights 

throughout the process, and will have the 

satisfaction of knowing the fund engaged in 

a rigorous and thoughtful search.  
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