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Operating Profit Margins for Asset Managers Rise in 2Q 2023
But profitability levels remain below the highs of 2021

August 22, 2023, Needham, MA — Publicly traded asset management companies recovered
some of their profitability in the second quarter of 2023, with the median quarterly operating
profit margin for these firms rising to 27.9% in 2Q from 25.7% in 1Q 2023, according to
research from FUSE Research Network.

Half of 29 public asset managers tracked by FUSE enjoyed higher operating profit margins in
2Q from 1Q, while only one-quarter of companies saw lower margins.

Although 2Q marked the second consecutive quarter of rising operating margins, it was lower
than the 29% median recorded in 2022’s third quarter. It was also below the peak medians of
35% in 2Q 2021 and 36.1% in 3Q 2021 — the heyday of the bull market and the highest
median operating margins for public asset managers since they topped 34% in 2014.
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One major factor helping 2023 profit margins has been the rise in asset values stemming from
the rebound in financial markets since last year’'s dramatic declines in stocks and fixed income.
Public managers’ total assets under management were $25.2 trillion at June 30, 2023, up from

$23.3 trillion at year-end 2022.
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Another big factor in managers’ improving profitability has been tighter management of
expenses. The median quarterly revenue growth for 2Q was 1.5%, while the median quarterly
expense growth was only 0.8%. Costs were outpacing revenues in 2022, but this year asset
managers have been limiting their spending and several firms have announced hiring
slowdowns, voluntary buyouts or layoffs.

“Asset managers need to get more bang for the buck in their spending. This emphasis on
efficiency is why companies are scrutinizing their product lineups as well as their sales and
marketing strategies,” said Loren Fox, Director of Research at FUSE Research Network.
“Since asset managers can’'t make the markets go up, they need to work on what is under their
control. So, companies will be even more focused on optimizing their resources to pursue a
select number of growth opportunities.”

FUSE tracks the profitability of publicly traded asset managers on a quarterly basis, including
revenues, expenses, and assets.

About FUSE Research Network LLC

FUSE was launched in 2008 to deliver tactical decision support that improves the effectiveness of the sales,
national accounts, marketing, and product functions at investment management firms. To deliver on its unique
value proposition, FUSE has built a decision support team that is unparalleled in its ability to deliver practical
and actionable guidance in response to client challenges. By carefully cultivating a network of industry contacts
from all facets of the business, FUSE is able to deliver solutions that go well beyond traditional business
intelligence offerings. www.fuse-research.com
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