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Some suggest that periods of elevated volatility represent the 
ultimate test of an active manager’s mettle. If so, boutique 
managers passed with flying colors. 

Managers who shine when markets turn sour can help investors avoid the pitfalls of emotional investing. But 

consistent standouts can be hard to find. We’ve already demonstrated that boutique managers have a record of 

outperforming both non-boutiques and indices in typical markets. Can they sustain this edge in turbulent times?

In “The Boutique Advantage: Overlooked Outperformance,” we analyzed the performance of active boutiques across 

nearly 5,000 institutional equity strategies. The results were impressive: boutiques have added significant value 

relative to other active managers and indices. Now, this second report in the series raises the bar, examining the 

same equity categories, but through the prism of volatility (see About Our Study). Our three key insights are  

outlined below.

Three Key Insights



Boutiques Stayed Strong Despite Volatility

Our analysis demonstrates that active boutique investment managers 
continued to excel in turbulent markets, outpacing both non-boutique 
managers and benchmarks. 

  1. Boutiques significantly outpaced 
indices and non-boutiques when 
volatility spiked 
Over the past 20 years, the average boutique 
outstripped its primary index by an annual 
average 82 basis points* (bps) across all 
market environments, even when factoring 
in fees. Yet, in times of market turmoil, 
the boutique advantage became more 
pronounced—at 241 bps, more than doubling 
excess returns over indices.  

Boutiques also beat non-boutiques in periods 
of heightened volatility. Over all periods, the 
average boutique surpassed its non-boutique 
peer by an annual average 41 basis points.  
But boutiques performed better when volatility 
surfaced, delivering 116 basis points of  
added value. 

What accounts for this volatility premium? 
Several factors. For instance, boutique returns 
appeared more resilient in times of market 
stress, suggesting a shift into safer territory 
to help mitigate the effects of a downturn. 
Boutiques also outperformed both non-
boutiques and benchmarks by a wider margin 
when markets recovered after a dislocation.
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*Basis point is equal to .01%
Source for above charts: AMG proprietary analysis. Firms represented include AMG Affiliates. MercerInsight® database utilized for return data and fee data. Primary indices include MSCI EM, 
MSCI World, Russell 1000® Value, Russell 1000® Growth, S&P 500®, Russell Midcap® Value, Russell Midcap® Growth, Russell Midcap®, Russell 2000® Value, Russell 2000® Growth, and Russell 
2000®. Please see disclosures for index definitions.
Past performance is no guarantee of future results.



  2. Boutiques’ outperformance over 
indices in challenging markets 
remained consistent across equity 
categories 
Boutiques’ exceptional record during market 
turmoil was widespread. In fact, boutiques 
generated excess returns in 11 out of 11 product 
categories we examined. The pervasive nature 
of this premium may be explained in part by 
dispersion. Periods of higher volatility are 
typically accompanied by greater fluctuations 
in securities prices, allowing skilled active 
managers to distinguish themselves through 
stock selection. Consider that the average gross 
returns for boutiques under these conditions 
were almost double those of average index 
returns, with boutiques delivering 6.5% 
compared to just 3.2% for indices.

  3. Boutiques exhibited strong 
relative performance specifically 
in Emerging Market Equities, Global 
Equities, and Small Cap Equities
The magnitude and frequency of outperfor-
mance in less efficient markets was most 
notable. Small Cap, Emerging Market, and 
Global Equity strategies outpaced the overall 
boutique average across all periods—but 
particularly during years of elevated market 
volatility. And this premium wasn’t just relative 
to indices. Boutique managers surpassed their 
non-boutique peers in 10 of the 11 categories 
we analyzed, and was most notable in less 
efficient markets. 
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Source for above charts: AMG proprietary analysis. Firms represented include AMG Affiliates. MercerInsight® database utilized for return data and fee data. Primary indices include MSCI EM, 
MSCI World, Russell 1000® Value, Russell 1000® Growth, S&P 500®, Russell Midcap® Value, Russell Midcap® Growth, Russell Midcap®, Russell 2000® Value, Russell 2000® Growth, and Russell 
2000®. Please see disclosures for index definitions.
Past performance is no guarantee of future results.
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Tap the Boutique Premium
AMG has a profound belief in boutiques, as evidenced by our more than 25-year track record of successful partnerships 

with some of the highest quality specialists worldwide. In our experience, investors targeting consistent, attractive relative 

returns would do well to consider managers with the following characteristics:

 u Principals have significant direct equity ownership, helping to ensure alignment of interests with clients 

 u Presence of a multi-generational management team, fully engaged across the business  

 u Entrepreneurial culture with partnership orientation, which attracts talented investors  

 u Investment-centric organizational alignment, including careful management of capacity  

 u Principals are committed to building an enduring franchise, embedding an appropriately long-term orientation

 u Operational autonomy and investment independence

About Our Study
Our analysis incorporated more than 1,300 individual investment management firms around the world. 
We classified investment managers as boutiques as long as they met four specific criteria:

 u Significant principal ownership (with a minimum of 10%)

 u Solely focused on investing

 u Manage less than $100 billion in assets 

 u Not exclusively smart-beta or fund-of-funds

On average, the assets under management of those we classified as boutiques were $6.4 billion 
versus $134 billion for non-boutiques. Setting the limit at $100 billion allowed us to cast a wider net, 
but we also tested our analysis using $75 billion and $50 billion as an asset threshold. The differences 
were minimal, with a very small number of funds no longer qualifying.1 To gauge performance in 
turbulent markets, we used the CBOE Volatility Index (NYSE: VIX) as a proxy for market volatility, 
looking at the annual average daily spot rates over a 20-year historical period. Years of “high volatility” 
were defined as years during which the annual average VIX was above the 20-year average levels; 
years where the index was below the historical average are referred to as periods of “lower volatility.”

Some additional points on our methodology:
 u We used data from the MercerInsight® global database—which enables comprehensive 

analysis of institutional track records on more than 6,000 managers and 32,000 strategies.

 u We analyzed 1-year rolling returns for the 20-year period ending March 31, 2018: 1-year returns 
gave us a much larger sample size than if we had used rolling 3-year, 5-year, or 10-year.

 u Net returns2 were used when comparing the boutiques to the indices, to get a better sense of 
true value creation for clients relative to the index. 

 u Gross returns were used when comparing the boutiques to the non-boutiques, since the fee 
rate differential between the two groups was minimal. 

1 Source: AMG proprietary analysis
2 Return comparisons with indices reflect deduction of estimated average fee rates based on available data for each product category.
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Important Information:  This material has been prepared by Affiliated Managers Group, Inc. (“AMG”) and is provided for informational purposes only. This material is only directed at persons who may lawfully 
receive it, and you should satisfy yourself that you are lawfully permitted to receive this material. AMG is in the business of making investments in boutique investment management firms, and is not in the 
business of providing investment advice. This material is not intended to be relied upon as a forecast or research and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt 
any investment strategy, nor is it investment advice. The views and opinions expressed in this material are those of AMG, are as of the date hereof and are subject to change based on market and other 
conditions and factors. AMG makes no representation or warranty as to the accuracy of the data, forward-looking statements or other information in this material and shall have no liability for any decisions 
or actions based on this material. AMG does not undertake, and is under no obligation, to update or keep current the information or opinions contained in this material. The information and opinions contained 
in this material are derived from proprietary and nonproprietary sources considered by AMG to be reliable but may not necessarily be all-inclusive and are not guaranteed as to accuracy. Past performance 
is not a reliable indicator of future performance. In addition, forecasts, projections, or other forward-looking statements or information, whether by AMG or third parties, are similarly not guarantees of future 
performance, are inherently uncertain, are based on assumptions at the time of the statement that are difficult to predict, and involve a number of risks and uncertainties. Actual outcomes and results may 
differ materially from what is expressed in those statements. Any changes to assumptions that have been made in preparing this material could have a material impact on the performance presented herein. 
No part of this material may be reproduced in any form, or referred to in any other publication, without our express written permission. 
MercerInsight® provides information about investment managers and their products together with analytical functionality and is not intended to constitute advice, a recommendation, or an offer to buy or sell a 
specific fund or investment. Through MercerInsight®, Mercer is not acting and has no intention of acting as a broker, dealer or other intermediary in connection with the purchase or sale of any fund, investment 
or other financial instrument. The information is not intended as a specific recommendation of any particular investment manager. 
Nothing contained within MercerInsight® is intended to convey any guarantees as to the future investment performance of managers or products. In addition, past performance cannot be relied upon as a 
guide to future performance. The value of your investments can go down as well as up, and you may not get back the amount you have invested. Investments denominated in a foreign currency will fluctuate 
with the value of the currency. Certain investments, such as securities issued by small capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry 
additional risks that should be considered before choosing an investment manager or making an investment decision. 
MercerInsight® data has been prepared based upon sources, information and systems believed to be reliable and accurate. Mercer, its affiliates, and its service providers make no representations, and 
disclaim all express, implied and statutory warranties of any kind to you or any third party, including, but not limited to, representations and implied warranties of quality, accuracy, timeliness, completeness, 
merchantability, fitness for a particular purpose, non-infringement of third party rights, or ability to achieve a particular result. Mercer does not warrant the use of MercerInsight in any specific situation or for 
any specific application or that the data will be error free. Mercer, its affiliates and its service providers assume no responsibility for the consequences of any errors or omissions. You, and not Mercer, assume 
the entire liability and responsibility for data or assumptions entered into any parts of the software that have the functionality to receive user data and for any presentations or conclusions drawn from such 
data or assumptions or analysis results. 
Portions of this material are copyrighted by MSCI. Unpublished. All Rights Reserved. This information may only be used for your internal use, may not be reproduced or re-disseminated in any form and may not be  
used to create any financial instruments or products or any indices. This information is provided on an “as is” basis and the user of this information assumes the entire risk of any use it may make or permit to 
be made of this information. 
Neither MSCI, any of its affiliates or any other person involved in or related to compiling, computing or creating this information makes any express or implied warranties or representations with respect to such 
information or the results to be obtained by the use thereof, and MSCI, its affiliates and each such other person hereby expressly disclaim all warranties (including, without limitation, all warranties of originality, 
accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall MSCI, any 
of its affiliates or any other person involved in or related to compiling, computing or creating this information have any liability for any direct, indirect, special, incidental, punitive, consequential or any other 
damages (including, without limitation, lost profits) even if notified of, or if it might otherwise have anticipated, the possibility of such damages. MSCI® is a registered trademark of MSCI, Inc.
Russell Investment Group is the source and owner of certain of the data contained or reflected in this material and all trademarks and copyrights related thereto. The material may contain confidential 
information and unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited. This is a user presentation of the data. Russell Investment Group is not responsible for the formatting or 
configuration of this material or for any inaccuracy in presentation thereof. Russell indices are trademarks/service marks of the Russell Investment Group. Russell® is a trademark of the Russell Investment Group.
CBOE information contained in this document is subject to change without notice. CBOE cannot guarantee the accuracy, adequacy or completeness of the information and is not responsible for any errors or 
omissions or for results obtained from use of such information. CBOE makes no warranties or merchantability or fitness for a particular purpose. In no event shall CBOE be liable for direct, indirect or incidental, 
special or consequential damages from the information here regardless of whether such damages were foreseen or unforeseen.
This document may be distributed in Europe by Affiliated Managers Group Limited which is authorised and regulated by the U.K. Financial Conduct Authority (“FCA”). When distributed by Affiliated Managers 
Group Limited, this material is directed only at persons (Relevant Persons) who are classified as Eligible Counterparties or Professional Clients under the rules of the FCA. 
This document may be distributed in the Middle East by Affiliated Managers Group Limited which is regulated by the Dubai Financial Services Authority as a Representative Office.
This document may be distributed in Australia and New Zealand by Affiliated Managers Group (Pty) Limited (ABN 68 123 448 984; ARN 315813; AFSL No. 443903) which is licensed and regulated by the 
Australian Securities & Investments Commission. When distributed by Affiliated Managers Group (Pty) Limited this material is directed only at persons who are classified as Wholesale Clients (as defined in 
the Corporations Act 2001). 
This document may be distributed in Asia by Affiliated Managers Group (Hong Kong) Limited which is licensed and regulated by the Securities and Futures Commission of Hong Kong for Type 1 (dealing in 
securities). When distributed by Affiliated Managers Group (Hong Kong) Limited this material is directed only at persons who are classified as Professional Investors as defined in the Securities and Futures 
Ordinance.
This document may also be distributed by AMG Funds LLC (“AMG Funds”), which is the U.S. retail distribution arm of AMG. AMG Funds is registered as an investment adviser with the Securities and Exchange 
Commission and as a Commodity Pool Operator with the Commodities Futures Trading Commission, and is a member of the National Futures Association.


