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PROVIDING THOUGHTFUL DUE DILIGENCE

• Technical
knowledge

• Universe of
options

• Tactical
considerations

• Risk variables

Asset Class
Expertise

• Meet anyone
once

• Interview key
decision makers

• Analyze
historical
results and
performance
drivers

Initial
Review

• Onsite
• RFP
• Qualitative

scoring
• Review terms

and vehicles

Additional
DD

• Present to IC
• Approval

requires
majority vote (4
of 6)

• Disseminate
approvals to
consultant team

Investment
Committee

Public Markets Top Tier Lists – 21 lists with 3-8 strategies each
Hedge Fund Focus List – 60-70 strategies
Private Market Recommendations– ~2% of funds reviewed

Summit’s High Conviction Strategy Lists

Objective – identify and aid in implementing attractive investment opportunities that are
repeatable, additive to portfolios, and priced appropriately.

Due Diligence Process
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• Access to over 5,000 equity and 2,200 fixed income
strategies

• 400-500 meetings/conference calls per year
• Aggregate analysis of asset class peer group makeup and

performance
• Style classifications and return driver analysis
• Category capacity studies
• Historical performance persistence screens
• New product development opportunities

Asset Class Universe Quantitative Review Style Analysis

Asset Class Universe Characteristics
TRADITIONAL UNIVERSE SCREENING
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10 Year Tracking Error vs. Russell 2500 Value

SMID Cap Value Universe vs. Russell 2500 Value
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Top Tier One-Pager Top Tier Investment Thesis

NEW IDEA DUE DILIGENCE – PUBLIC EQUITIES / FIXED INCOME
Initial Due Diligence
● Meet with strategy decision makers
● Conduct cursory evaluation:

— Firm history, ownership, and
capabilities

— Investment philosophy
— Investment team and decision

process
— Historical performance

● Add idea to Watch List if compelling
● Compare idea with existing Top Tier
● Develop investment thesis if warranted

Full Strategy Evaluation
● Comprehensive RFI
● Qualitative Scoring Framework:

— 21 separate variables covering firm,
product, personnel, and investment
process

● Performance attribution analysis
● Onsite due diligence:

— Investment decision makers and analysts
— Trading, compliance, operations,

management
● Formalize investment thesis
● Establish risks and expectations
● Reference checks
● Internal Public Markets review

Investment Committee & Top Tier
● Analyst makes formal

presentation to the Investment
Committee

● Research and investment thesis
vetted

● 4of 6 votes required for inclusion
in one of Summit’s Top Tier lists

● Each asset class Top Tier list
includes 3-8 strategies, in both
Top Tier and Second Tier
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Top Tier
• Bi-weekly Public Markets Top Tier review meeting
• Quarterly performance attribution analysis
• Annual Investment Committee asset class review
• Onsite every 12-18 months*
• Annual RFI
• Annual qualitative scoring update
• Formal meeting or conference call 2-4 times a year
• Provide proactive updates to consultants
• All research web-accessible

Non Top Tier Existing Managers
• Address incoming questions from consultants
• Bi-weekly Public Markets Existing Manager review

meeting
• Annual call or meeting addressing performance

attribution and changes to firm, team, asset levels,
investment philosophy and process

• Annual Due Diligence report
— Organizational update
— Performance and positioning commentary

• Provide proactive updates to consultants

Top Tier Performance Tracker

Annual Due Diligence Report

MANAGER MONITORING – PUBLIC EQUITIES / FIXED INCOME

*Applies to domestic managers.  Non-US based managers visits every 18-24 months.
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Criteria for Formal Review
• Firm - Material ownership change or regulatory

concern
• Product - Change in assets under management, style

drift, or dilution/orphan of product
• Personnel - Departure of key investment professional

or change in team structure and decision process
• Philosophy and Process - Change in investment

philosophy, shift in market environment not conducive
to style, or relaxation of risk controls

• Performance - Three-year excess return outside of
original investment thesis or deterioration in
quantitative criteria – information ratio, tracking error,
standard deviation, batting average, up-/down-
capture ratio, etc.

Criteria for Mandatory Termination
• Team - Unexpected departure of “star” portfolio

manager
• Process - Outright change in process that alters stated

investment discipline

PIMCO Organizational Concerns

IronBridge  SMID Cap Equity Performance Concerns

MANAGER MONITORING: SELL DISCIPLINE


