
Effective 
differentiation 
strategy 

Start by evaluating 
your status quo 

Target market fit Competitive 
landscape

Internal capabilities Investment and 
cost 
considerations

Scalability Barriers to 
success

Key risks

4. M&A and 
partnerships

Do you have the 
operational strength 
and financial 
resources to acquire 
or partner with 
another firm? If not, 
should you instead 
seek a joint venture or 
strategic alliance?

Best suited for firms 
looking to scale 
quickly, expand into 
new asset classes, 
or enhance their 
technological 
capabilities.

Highly competitive; a 
lot of firms are trying 
to buy their way out of 
the trap of being mid-
sized. Access to 
capital and 
established networks 
will be important.

Requires strong 
integration 
capabilities, 
leadership alignment, 
and a clear post-
merger strategy.

High upfront costs 
for acquisitions, but 
partnerships may 
require lower capital 
outlay, e.g. seed 
capital. ROI 
depends on 
successful 
execution.

High scalability if 
the integration is 
well-managed 
and leads to 
enhanced 
offerings or cost 
efficiencies.

Cultural 
misalignment, 
regulatory 
scrutiny, and 
paying too much, 
creating pressure 
to generate quick 
returns, leading to 
rushed decisions.

Poor integration can 
instigate talent flight, 
client withdrawals 
(e.g. JHI), or disrupt 
operations (e.g. Legg 
Mason's struggle to 
integrate systems 
after it bought Citi's 
investment division).

5. Specialize in a 
niche

Build on the area that 
balances your most 
successful investment 
track record, your 
general acceptance 
as an authority on the 
topic, and your ability 
to maintain a fee 
margin.

Best for firms 
targeting a specific 
investor group (e.g., 
ESG, fixed income).

Reduces direct 
competition.

Requires deep 
industry expertise and 
a strong track record.

Focus spending on 
specialized 
research and talent.

Medium – 
depends on 
market size and 
demand for the 
niche.

What will you do 
with any existing 
business that 
would be 'non-
core' under this 
strategy? 

Single point of failure: 
underperformance or 
a change in market 
demand could leave 
you exposed.

6. Proprietary 
technology and 
data-driven 
investing

Where has your tech 
unequivocally 
translated into 
meaningful alpha? 
Have you published 
research papers on 
the topic? And could 
you demonstrate this 
credibility to 
institutional investors? 

Ideal for 
quantitative and 
algorithmic 
strategies.

Highly competitive; 
must develop a 
genuine technological 
edge.

Demands strong data 
science, AI, and 
governance 
capabilities.

High returns will be 
needed to cover 
high initial and 
ongoing R&D costs. 
Prepare for 
regulatory scrutiny.

High – if tech 
solutions can 
scale across 
products.

What will you do 
with any existing 
business that 
does not easily 
lend itself to this 
style of investing? 

The rapidly changing 
technology 
landscape can make 
investments obsolete 
unless you stay up to 
date.

7. High-touch 
client 
experience

Outperforming CX 
lengthens and 
deepens client 
engagement, so focus 
where client retention 

Best suited for 
institutional clients, 
financial advisors, 
and high-net-worth 
clients. Firms with 

Entirely under your 
control with high 
differentiation 
potential.

Needs robust 
relationship 
management and 
service infrastructure.

Invest in client 
service teams and 
personalization 
technology. 

High – not 
previously 
scalable, but AI 
has changed this 
and could be 

Data security and 
regulatory 
scrutiny will also 
be important 
concerns. 

High client 
expectations evolve, 
so automate as much 
as possible. 
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and cross-selling is 
most important to 
you. Show them 
where your CX 
provides real and 
unique value to them. 
Firms that master 
personalization will 
secure long-term 
client loyalty.

lower-margin 
business models 
(e.g., passive 
funds) may struggle 
to justify the costs.

applied across 
all asset classes. 
Crucially, this is 
public 
knowledge. 

Success depends 
on a firm's ability 
to integrate AI 
seamlessly into 
human 
interactions rather 
than replace 
them. 

8. Offer a 
complementary 
service 

What proprietary tech 
or models have you 
built that a client 
would value as an 
additional service? 
Could you use 
thought leadership to 
boost adoption? And 
could you provide it at 
a lower cost than 
competitors? 

Strong fit for firms 
serving complex 
client needs (e.g., 
institutions or 
insurance 
companies).

High differentiation if 
service solves a 
unique client problem.

Requires investment 
in value-added 
services, e.g. risk 
management, 
reporting, or tax 
optimization tools.

Expected revenue 
would need to cover 
any initial 
development costs.

Medium – 
depends on the 
size of the client 
segment you 
target and if the 
complementary 
service 
integrates well 
into existing 
offerings.

How will you get 
clients to adopt 
the new service? 
Will it be a 
freebie, like 
portfolio 
modelling, or 
something they 
pay extra for? 

Must avoid 
cannibalizing core 
asset management 
offerings.


