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In the fourth quarter of 2018, Cerulli Associates, on behalf of BlackRock, 
conducted in-depth qualitative interviews with senior executives, finance  
and investment staff professionals, and investment committee and  
board members at 45 U.S. institutions across client segments to learn  
about their experiences working with an outsourced chief investment  
officer (OCIO) provider. These institutions control $25.5 billion in assets and 
are supported by 28 different OCIO providers. 

This is Cerulli’s first dedicated research initiative covering asset owners 
using the support of an OCIO provider. This study is an outgrowth of and 
complement to Cerulli’s annual survey of OCIO providers and decade-long 
syndicated research on the OCIO industry. 

Participants have varying degrees of responsibility for investment  
decisions and work closely with their OCIO provider. The sample includes  
21 nonprofit institutions, 19 corporate defined benefit plans, two  
healthcare organizations, two public defined benefit plans, and one  
family office.

Research findings are supplemented by qualitative interviews with  
eight search consultants that help institutions evaluate and select an  
OCIO provider. 

All assets shown in the paper are in U.S. dollars.

About the Research
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Executive Summary
After a decade of robust growth, the OCIO industry is at an inflection point. 
Our research shows that satisfaction levels are high, but client expectations 
have risen and replacement searches are on the rise. Cerulli predicts 
continued strong growth—from approximately $1.1 trillion in U.S. assets 
under management currently to nearly $1.7 trillion by 2023—but recent 
market volatility and increased client demands will test the industry and raise 
the bar for providers. 

OUR KEY FINDINGS
Investors are broadly satisfied with the OCIO model. Investor satisfaction 
levels are high across all aspects of their OCIO relationships. 

Boards remain engaged after ceding investment responsibilities. 
Investment committees and boards are comfortable with shared 
responsibility and remain engaged. The decision to outsource allows boards 
and committees to focus on priorities that are core to the organization.

As the OCIO market evolves, investors are seeking expanded services 
and conducting replacement searches. The OCIO market is at an inflection 
point and investors want more from their OCIO. More than half of survey 
participants have initiated a replacement search since hiring their OCIO, 
as organizations seek greater flexibility, stronger investment capabilities, 
proactive client service, and better fit with their OCIO.

Alternatives and environmental, social, and governance (ESG) expertise 
are key for endowments and foundations, while pensions are focused 
on risk management and preparing for the end-game. Investment 
performance remains a top priority, with preferences for specialty 
capabilities varying by client type. Nonprofits seek access to top alternatives 
managers and are increasingly looking for help with ESG. Corporate defined 
benefit (DB) plans most value pension risk management and help preparing 
for the end-game. 

Operational and administrative capabilities are strong, but institutions 
want improved technology. While virtually all (96%) organizations 
are satisfied with their OCIO provider’s operational and administrative 
capabilities, many are looking for improved technology.  Nearly half (42%) of 
institutions say they will need additional technology services in the future. 

Board and stakeholder education is key. Across all client types, institutions 
highly value OCIOs sharing their intellectual capital to educate stakeholders 
and decision-makers.

We expect strong growth in OCIO, but shifting financial markets present 
challenges. Institutions are highly likely to recommend the OCIO model, 
but growth has occurred in an extended bull market. As markets move into 
a more challenging stage, institutions are increasingly likely to seek OCIO 
services, providers will face a new series of tests, and existing OCIO clients 
will continue to conduct replacement searches.
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Above all, the sentiment that emerges from our research is one of strong satisfaction 
with the OCIO service arrangement. Nearly all (98%) of the institutional investors 
we surveyed are satisfied with the OCIO model and their governance structure. 
(See Exhibit 1.) Furthermore, investors’ satisfaction levels are high across all aspects 
of their OCIO relationship, including OCIO providers’ investment capabilities 
and operational support. A member of the investment committee at a $1 billion 
endowment says, “In my view, utilizing a full-time money manager if you have 
the scale of needs makes all the sense in the world. I’m less comfortable with the 
committee approach, because it feels like a part-time arrangement.” 

Broad satisfaction with OCIO 

EXHIBIT 1

INSTITUTIONS’ SATISFACTION LEVELS ACROSS ALL ASPECTS OF THEIR OCIO 
RELATIONSHIP
Source: Cerulli Associates, as of 02/28/2019
Analyst Note: No respondents indicated that they were “dissatisfied” or “very dissatisfied” across any of the aspects 
of their OCIO relationship.

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: This exhibit includes data from three questions. Participants were asked, “How satisfied is your 
organization with: (1) Your OCIO structure in meeting your organization’s needs? (2) Your OCIO provider’s 
overall investment capabilities? (3) The operational and transactional aspects of your OCIO provider? 

Neutral Satisfied Very satisfied

4%

7%
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36%

38%

31%
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56%

67%
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Operational support
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“...utilizing a full-time 
money manager if you have 
the scale of needs makes all 

the sense in the world.”
- Investment committee member, 

$1 billion endowment
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While moving to an OCIO relationship introduces a new fee structure, 84% of 
participants state that they are getting appropriate value given the fees they pay. 
(See Exhibit 2.) When taking total costs into account, several respondents say that 
moving to an OCIO model has actually improved their fee structure. The VP of 
Finance at a $1.3 billion corporate DB plan states, “Overall, our fee structure is better 
than it was pre-OCIO, and when you add on top of that the fact that you get the 
portfolio expertise and administrative support, it just makes a lot of sense.” 

The Executive VP of a $1 billion endowment says, “It is actually costing us less for 
more service with an OCIO than it was an under an internally managed model. If you 
looked at the cost of the office compared to the fees, we ended up with a savings.”

EXHIBIT 2

INSTITUTIONS THAT BELIEVE OCIO SERVICES ARE WORTH THE FEES
Source: Cerulli Associates, as of 02/28/2019

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: Given the all-in fee paid to your provider for investment management, do you feel like you’re getting 
appropriate value for the money?

Yes No

84%

11%

All
Institutions

86%

10%
5%4%

Nonprofits

84%

11%
5%

Corporate
DB Plans

Don’t know

“It is actually costing  
us less for more service 

with an OCIO...”
- Executive VP,  

$1 billion endowment
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Findings on satisfaction and value for fees are supportive of Cerulli’s market 
research on the growth of the OCIO industry. The OCIO market has experienced 
robust growth over the past decade and is not displaying any signs of slowing down. 
Worldwide OCIO assets have climbed sharply from less than $100 billion in 2007 to 
more than $2 trillion as of 2018, with a spike in demand following the 2008/2009 
financial crisis. Cerulli’s existing OCIO research shows that growth of OCIO assets  
has primarily been driven by institutional investors’ needs for timelier decision 
making, deeper manager due diligence, and greater oversight of portfolio risks,  
and we expect that these same forces will continue to help drive growth in the  
OCIO industry. 

We estimate that U.S. assets under management are $1.1 trillion as of year-end 2018 
and forecast continued strong industry growth, with U.S. AUM expected to reach 
nearly $1.7 trillion by 2023, an annualized growth rate of just over 8%. Corporate 
DB plans currently make up the largest portion of OCIO AUM, representing 55% of 
industry assets. While we expect corporate DB plans to continue to adopt the OCIO 
model, asset growth will be slower than that of the overall OCIO market. This slower 
projected growth has several causes, including the fact that participants will  
draw benefits, DB plans will utilize pension risk transfers, and plans have large 
allocations to fixed income, which we forecast will generate lower returns than 
many other asset classes. We expect foundations and endowments to experience 
significantly stronger growth as these institutions increasingly adopt the OCIO 
model. (See Exhibit 3.)

EXHIBIT 3

U.S. OCIO ASSETS UNDER MANAGEMENT, 2014–2023E ($ BILLIONS)
Sources: Department of Labor, Milliman, Wilshire Trust Universe Comparison Service (Wilshire TUCS), Pensions & Investments, Foundation Center, Council on 
Foundations, Commonfund, National Center for Education Statistics (NCES), National Association of College and University Business Officers (NACUBO), Skorina, Cerulli 
Associates      
Analyst Note: This data includes U.S. assets under management by investment outsourcing providers, with both full and partial discretion. Projected assets are based 
on year-end 2017 assets, growth rates predictions from Cerulli’s proprietary survey, and Cerulli analyst input. Nonprofits include endowments and foundations, and 
other institutions include corporate defined contribution plans, health/hospital organizations, and private wealth clients. 
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Outsourcing allows for focus on priorities that are core to  
the organization
An overwhelming proportion (98%) of institutions are comfortable with the level 
of discretion granted to their OCIO provider. (See Exhibit 4.) Research discussions 
uncover the different ways that organizations benefit from granting discretion. 
“We don’t have a lot of experienced investors out of our alumni base, and we were 
seeking continuity of our endowment model approach implemented in 2004. We 
wanted a more dynamic governance model for our process, so we could react more 
tactically to market conditions. We also wanted better access to alternatives,” states 
the CIO at a $250 million endowment. The Director of Global Finance at an $82 
million endowment says, “It’s tough to keep the board engaged with something that 
moves as quickly as the market does. It’s nice to have someone who eats, sleeps, 
and breathes that, which is hard to do in-house.” 

The vast majority (80%) of participants grant their OCIO discretionary authority to 
make manager selection and tactical asset allocation decisions. The CFO of an $850 
million corporate DB plan states, “I spend my time worrying about strategic asset 
allocation and what we are trying to achieve as a sponsor and how we will wind 
down the obligation, and much less time on the manager selection, monitoring,  
and termination. This used to take considerable time and now these responsibilities 
are gone.” And the CIO of a $250 million endowment says, “We outsourced to 
introduce a better tactical asset allocation capability to our investment process, 
better than what the committee could do on a quarterly basis.”

Boards remain engaged after ceding  
investment responsibilities

EXHIBIT 4

INSTITUTIONS’ COMFORT LEVEL WITH GRANTING DISCRETION TO THEIR OCIO
Source: Cerulli Associates, as of 02/28/2019
Analyst Note: No participants indicated that they were “uncomfortable” or “very uncomfortable” with the level of 
discretion granted to their OCIO.

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: How comfortable is your investment committee/board with the level of discretion granted to  
your OCIO?

Neutral Comfortable Very comfortable

5%

2%

16%

19%

16%

84%

76%

82%

0% 20% 40% 60% 80% 100%

Corporate DB Plans

Nonprofits

All Institutions

“We outsourced to 
introduce a better  

tactical asset  
allocation capability...”

- CIO, $250 million endowment
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Investment committees and boards shift focus to  
broader policy issues
A common misconception is that board engagement decreases when institutions 
move to an OCIO relationship. However, more than half (56%) of institutions tell us 
that board engagement has not changed since hiring an OCIO, and an additional 
27% say that board engagement has improved. (See Exhibit 5.) As the VP of Finance 
at a $160 million community foundation puts it, “The committee is much more 
engaged now that we have all committed to the model and our OCIO provider. You 
might think that once you have outsourced, a committee might check out, but our 
experience has been just the opposite.” 

As discussed in the search consultant spotlight on Page 10, the decision to hire an 
OCIO is not always unanimous and can create dissension within the committee or 
board. For example, the Director of Global Finance at an $82 million community 
foundation says, “The Chair of the Board used to manage an asset management 
company, and he has not been as proactive and hasn’t been attending as many calls 
or meetings since we hired our OCIO.”

EXHIBIT 5

CHANGE IN BOARD/COMMITTEE ENGAGEMENT FOLLOWING THE MOVE TO AN 
OCIO ARRANGEMENT
Source: Cerulli Associates, as of 02/28/2019

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: How has the investment committee’s/board’s engagement level changed following the move to an 
OCIO arrangement?

Engagement improved Engagement declined

27%
13%
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56%

All
Institutions

29%

62%

Nonprofits

26%16%
5%

5%

53%

5%
Corporate
DB Plans
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“The committee is much 
more engaged now that  
we have all committed  
to the model and our  

OCIO provider.”
- VP of Finance, $160 million 

community foundation
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Just over two-thirds (69%) of participants state that implementing the OCIO model 
has allowed investment committee/board members more time to focus on broader 
policy issues. Within this group, 63% of nonprofits say they are more focused on 
investment policy, and 50% of corporate DB plans say they have more time to focus 
on performance and risk monitoring. (See Exhibit 6.)

Kirk von Seelen, Treasurer for The Brink’s Company and a member of the Oversight 
Committee with responsibility for the company’s $770 million DB plan states, “The 
board has stepped back from day-to-day operations. By allowing our OCIO to take 
the burden, people are able to focus on things they can actually control.” And 
the CFO of a $500 million endowment says, “Conversations are more focused on 
strategy and governance questions—not the piece-by-piece manager due diligence-
type questions.”

EXHIBIT 6

SHIFT IN FOCUS OF BOARD/INVESTMENT COMMITTEE SINCE HIRING AN OCIO 
Source: Cerulli Associates, as of 02/28/2019
Analyst Note: Other responses include “messaging around ESG,” “fundraising,” “benefits management,” “defined 
contribution plan,” “pension wind down plan,” and “focus on governance issues.” 

n = 31; Nonprofits n = 16; Corporate DB Plans n = 12; Other n = 3 
Q: Has implementing the OCIO model freed up the investment committee’s time to focus on other 
priorities. If so, what priorities?
This exhibit only reflects the responses of institutions that answered “yes” to the above question.

Priorities After Hiring OCIO All Institutions Nonprofits Corporate  
DB Plans

Investment policy 42% 63% 25%

Distribution (spending) policy 32% 44% 17%

Performance and risk monitoring 39% 31% 50%

Asset allocation 23% 31% 17%

ESG/Mission-related investing 16% 25% 0%

Strategic discussions 13% 19% 8%

Other 32% 19% 42%
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Search Consultant Spotlight 

Following a decade of strong growth in OCIO, 
institutions have a larger, more diverse pool  
of providers from which to choose. OCIOs run  
the gamut from boutiques that are solely  
focused on providing services to a specific set of 
institutions to global asset managers with  
full-service OCIO platforms. 

While this has provided institutions with more 
options, it has also made the process of selecting 
providers increasingly challenging. This is especially 
true for institutions that are lacking in-house 
investment expertise and those operating with 
small staffs. Consequently, a growing number of 
institutions are seeking the support of an unbiased 
search consultant to guide them through the 
OCIO evaluation, search, and selection process. 
Accordingly, Cerulli conducted interviews with 
eight search consultants to get these important 
gatekeepers’ views on the evolving landscape.

When institutions are in the search phase, 
consultants highlight several areas to help asset 
owners find a suitable OCIO. One key consideration 
is alignment of investment philosophy regarding 
active and index strategies, as well as the role of 
alternatives in the portfolio. For institutions that 
rely heavily on alternatives, manager access is 
paramount. As one consultant states, “Gaining 
access to the best alternative investments is the 
number one thing for us. Everyone says they have 
access, but that’s not the case.” 

Consultants also advise asset owners to look for 
OCIOs with expertise in helping to achieve their 
specific long-term objectives. For pensions, this 
may involve choosing an OCIO with a track record 
in portfolio derisking, liability-driven investing, 
or risk transfer advice. For foundations and 
endowments, an OCIO’s experience with managing 
complex portfolios of legacy alternative assets can 
be an important differentiator. For some smaller 
organizations with less complex portfolios, fees 
may be the most important factor.

Consultants also cite the importance of depth of 
resources, open architecture, avoiding key-person 
risk, and performance track record. Comparing 
track records of different OCIOs, however, can 
be difficult, due to their heterogeneous client 
portfolios. As one consultant states, “Everyone 
wants to get to investment performance, but 
that’s really hard to establish when you’re looking 
at different portfolios with different objectives.” 
Instead, consultants advise asset owners to focus 
on OCIOs’ manager selection skills and to examine 
their performance record with institutions whose 
goals and investment philosophies are most like 
their own. 

Search consultants agree with our survey finding 
that investment committees and boards have 
remained engaged after hiring an OCIO. However, 
discussions reveal that institutions can face 
reluctance from some decision-makers following 
the move to OCIO. To overcome this friction, one 
consultant advises boards to look for a “strong 
chairman or a really strong executive professional 
on staff,” who can get boards focused on bigger-
picture issues. In addition, leading OCIO providers 
will support the chair and help educate decision-
makers on their new roles and how to modify the 
way they operate. 

Throughout the course of the OCIO relationship, 
consultants believe that institutions need strong 
technology and tools to effectively monitor 
their OCIO’s investment process. While search 
consultants generally believe that OCIOs are 
offering timely and transparent reporting, we 
hear that some OCIOs fall short on providing 
performance reporting that is easy to interpret. 
In addition, some providers could improve how 
they present relative performance results, both to 
benchmarks and to peers. 

As we enter the next phase of OCIO, consultants 
confirm that replacement searches and market 
checks are on the rise, with many early adopters 
engaging them to re-evaluate their OCIO. One 
consultant states that, “The industry is changing, so 
right now is a good time for institutions to look to 
see if their OCIO is keeping up with the market.” 
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Search Consultant Spotlight 

More than half (57%) of organizations have initiated or plan to conduct a 
replacement search since hiring their OCIO provider. Of those organizations that 
have completed a search, exactly half have replaced their OCIO. (See Exhibit 7.) 
Research conversations reveal that reasons for replacement searches vary and 
include a desire for greater flexibility, stronger investment capabilities, better 
performance, proactive client service, and better fit with the OCIO. Organizations 
also initiate searches as part of their routine due diligence to ensure quality and fit 
of their existing providers. The Director of Treasury at a $600 million corporate DB 
plan states, “We entered into that relationship in a period of market stress and it is 
my contention that benchmarking would be an important part of our understanding 
whether the OCIO market has changed since engaging our OCIO, in terms of service, 
value-added capabilities, and competitiveness.” 

Relationships are regularly re-evaluated

EXHIBIT 7

INSTITUTIONS THAT HAVE CONDUCTED A REPLACEMENT SEARCH
Source: Cerulli Associates, as of 02/28/2019

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: Have you initiated a replacement search, or conducted an evaluation (benchmark study) to ensure 
quality and fit of your existing OCIO provider? 

Yes No

53%

4%

42%
All 

Institutions
57%

5%

38%
Nonprofits

37%

58%

Corporate
DB Plans

No, but plan to

Of those organizations that have 
completed a search, exactly half 
have replaced their OCIO.

5%
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Institutions are seeking greater customization and flexibility
A majority (89%) of participant assets are managed in customized solutions using 
either commingled pools (76%) or separate accounts (13%). As organizations grow 
and their needs evolve, they often seek greater customization and transition from a 
single-pool or partially customized solution—using a limited number of commingled 
pools structured by asset class—to a more flexible offering. Nearly one-third (30%) 
of participants that replaced their OCIO switched to a more customized offering. 
The Investment Committee Chair of a $1.4 billion endowment says, “We felt that we 
needed a program more specific to our needs and didn’t want to be so cookie-cutter 
relative to the former provider’s funds. We wanted the ability to invest actively and 
passively and wanted more flexibility around alternative investment options.” 

For some nonprofits, the desire to incorporate ESG considerations is driving 
replacement searches. The Senior Finance Director of an $800 million foundation 
reports, “We switched OCIOs, as we were looking for more flexibility and the ability 
to incorporate ESG into the portfolio.” As institutions become more ESG-aware 
and the demand for purpose-driven investing increases, OCIO providers must be 
equipped to deliver these capabilities.

Other reasons for replacing an OCIO: performance,  
access, service
Over one-half (60%) of participants that replaced their OCIO mention that 
performance was an issue, or they were looking for broader asset class coverage 
and better access. The CFO of a $260 million foundation states, “We replaced our 
OCIO, as performance was lagging. We felt that each asset class was performing 
adequately, but our asset allocation was off.” 

One-fifth of participants report that they made the switch for improved client service 
or were seeking better chemistry with their provider. The notion of chemistry covers 
disparate topics including company culture, relationship manager fit, and investment 
philosophy. The CFO of a $1 billion healthcare foundation says, “We were seeking 
stronger investment expertise, better client service, and value for fees. There wasn’t 
a good fit with our previous OCIO.” 

“We switched OCIOs, as 
we were looking for more 
flexibility and the ability  

to incorporate ESG  
into the portfolio.”

- Senior Finance Director,  
$800 million foundation
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Preference for open architecture
Nearly three-quarters (71%) of participants’ OCIOs are using an open-architecture 
platform, 22% are using a mix of third-party managers and proprietary products, 
and just 7% are using 100% proprietary solutions. Research discussions reveal that 
institutional investors and search consultants generally prefer open-architecture 
platforms or a mix of both proprietary and third-party strategies that offer best-of-
breed investment managers and alleviate concern over potential conflicts of interest. 

Competition creates fee pressure
Competition has driven OCIO advisory fees down. More than one-quarter (29%) 
of participants have renegotiated their OCIO fees and another 7% plan to do so. 
Additionally, 38% reported negotiating lower fees during the bidding process. 
Cerulli’s syndicated research of OCIO providers confirms this trend: 30% of OCIOs 
have reduced their fee schedules within the past three years. These providers are 
also lowering fees paid by their legacy clients. The CFO of a $508 million foundation 
says, “To our OCIO’s credit, they made some adjustments last year that were very 
accommodating to their OCIO clients. They reduced their fee schedule and reduced 
fees for legacy clients.”
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Different clients demand different capabilities 

Given that institutions are hiring an OCIO to manage their investment portfolio, it’s 
no surprise that more than three-quarters (80%) of participants say that investment 
performance is the most important thing they would like their OCIO to deliver. 
(See Exhibit 8.) More importantly, the clear majority (94%) of institutions polled 
are satisfied (38%) or very satisfied (56%) with their OCIO’s investment capabilities, 
identifying manager due diligence (51%) and asset allocation (51%) as the two most 
valued investment services. (See Exhibit 9 and Exhibit 10.) The VP of Investments for 
a $250 million family office says, “They are very good at finding active managers that 
consistently outperform. They have very good access. We’ve been fortunate to get 
access to managers that are closed to new investors.”

Research participants also value their OCIO’s risk management expertise. Pensions 
are particularly interested in help with derisking their portfolios, while nonprofits 
are focused on risk modeling and advanced analytics. The Investment Committee 
Chair of a $721 million endowment says, “The robustness of their analysis and how 
they handle and model risk sets them apart. They are probably the standard in the 
industry that others try to compete against.”

EXHIBIT 8

MOST IMPORTANT THINGS THAT INSTITUTIONS WOULD LIKE THEIR OCIO  
TO DELIVER 
Source: Cerulli Associates, as of 02/28/2019
Analyst Note: Other responses include “access to alternatives,” “risk management,” and “liquidity management.”

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: Looking ahead, what are the most important things for your OCIO provider to deliver? 

Important Deliverables Total Nonprofits Corporate  
DB Plans

Investment performance 80% 100% 58%

Client service 33% 24% 47%

Risk management/pension derisking 27% 0% 63%

Value for fees 22% 29% 16%

Operational support 11% 10% 16%

ESG/mission-aligned investing 7% 10% 0%

Value-added services 4% 5% 5%

“The robustness of their 
analysis and how they 
handle and model risk  

sets them apart.”
- Investment Committee Chair,  

$721 million endowment
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EXHIBIT 9

INSTITUTIONS’ LEVEL OF SATISFACTION WITH THEIR OCIO’S INVESTMENT 
CAPABILITIES
Source: Cerulli Associates, as of 02/28/2019
Analyst Note: No participants indicated that they were “very dissatisfied” or “dissatisfied” with their OCIO’s 
investment capabilities.

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: How satisfied is your organization with your OCIO provider’s overall investment capabilities?

Neutral Satisfied Very satisfied

Corporate DB Plans

Nonprofits

All Institutions

11%

5%

7%

42%

38%

38%

47%

57%

56%

0% 20% 40% 60% 80% 100%

Nonprofits: Seeking alternatives and access to top-tier managers
As expected, different investor types place greater importance on different 
investment competencies given their different time horizons, risk tolerances, and 
overarching goals and objectives. Nearly half (48%) of nonprofits value their OCIO 
providers’ alternative capabilities and access to top-tier managers. (See Exhibit 
10.) Some organizations say that using an OCIO allows them to take advantage of 
opportunistic asset classes that they previously couldn’t access. “Formerly, it was 
hard to react when an investment opportunity would present itself. By using an 
OCIO we are creating structural expertise that helps us with these one-off ideas, ” 
states the Investment Committee Chair of a $720 million endowment. 

While the experience of each organization is unique, some cite improved 
performance of the overall alternatives portfolio since hiring an OCIO. The CFO of a 
$1 billion healthcare foundation says, “Their alternative investments are performing 
much better than our portfolio ever has in that sector, so that has been very helpful 
to the overall return.” But some participants cite room for improvement within 
alternatives. The CIO of a $2.1 billion foundation says his organization would like 
“more and better options on private equity, as well as more advanced understanding 
and proactiveness about ESG.”

“Their alternative 
investments are  

performing much better 
than our portfolio ever  

has in that sector...”
- CFO, $1 billion  

healthcare foundation
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EXHIBIT 10

MOST VALUED INVESTMENT SERVICES PROVIDED BY OCIOS 
Source: Cerulli Associates, as of 02/28/2019
Analyst Note: Other responses include “keeping investment management fees low,” “liquidity management,” “consistency of performance and strategy,” “global 
investment management,” “commingled funds,” and “portfolio risk analysis.”

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: Which investment capabilities does your organization currently value most. 

Investment Services Total Nonprofits Corporate  
DB Plans

Manager due diligence selection/termination 51% 52% 47%

Asset allocation (Strategic and/or tactical) 51% 43% 53%

Alternative investment capabilities and access to top-tier managers 
(including co-investing) 24% 48% 0%

Pension-specific capabilities (LDI, custom glidepath) 24% 0% 58%

Purpose-driven investing (ESG) 9% 14% 0%

Execution 4% 5% 5%

Other 16% 24% 5%

Looking ahead, 62% of nonprofits say they will need more support with investment 
services in the next three to five years. More than two-thirds (69%) of this group 
anticipate needing increased support from their OCIO with purpose-driven or ESG-
based investing, and nearly one-third (31%) say they will need greater access to 
alternative investments, specifically private investments and the ability to co-invest 
alongside their provider. (See Exhibit 11.)

Bert Feuss, the Senior VP of Investments at the $13.5 billion Silicon Valley 
Community Foundation says, “ESG integration is a hot topic. It is incumbent on any 
OCIO to have expertise around that and to help advise the committee and staff 
on how to integrate that, if that is the direction they want to go.” On the subject of 
private investments, the Investment Committee Chair of a $1.5 billion endowment 
states, “One of our priorities is to increase our exposure to private investments; we 
are underexposed to the private markets. One of the reasons we chose the provider 
was their expertise and ability to help us succeed in that asset class.” And the VP of 
Investments at a $250 million family foundation says, “The next evolution for the 
office would likely be looking at co-investments or direct investments.”



Cerulli Associates | OCIO at an Inflection Point: Strong Growth Ahead, but Institutions Are Demanding More 17

Corporate DB plans: Risk management is top priority
More than half (58%) of corporate DB plans cite pension risk management 
capabilities, such as liability-driven investing and glidepath design, as the most 
valued investment services that their OCIO provides. (See Exhibit 10.) “The risk 
management thing is huge for us. Our global CFO doesn’t want any noise on the 
financials from the pension, so being able to deliver that is a positive,” says the 
Assistant Treasurer at a $2.5 billion corporate DB plan. 

Over the next three to five years, more than half (51%) of survey respondents say 
they will need greater support with a variety of investment functions. Among this 
group, three-quarters of corporate DB plans expect they will need greater  
end-game advice, as they consider pension risk transfer solutions to eliminate 
the pension liability, either through a lump-sum offer to plan participants or the 
conveyance of pension liabilities to an insurance company through a group annuity. 
(See Exhibit 11.)

EXHIBIT 11

INVESTMENT CAPABILITIES THAT INSTITUTIONS FORESEE NEEDING GREATER 
SUPPORT WITH, IN THE NEXT 3-5 YEARS 
Source: Cerulli Associates, as of 02/28/2019

n = 23; Nonprofits n = 13; Corporate DB Plans n = 8; Other n = 2 
Q: Are there any investment capabilities that your organization foresees needing greater access to or 
support with, in the next 3–5 years? 
This exhibit only reflects the responses of institutions that answered “yes” to the above question.

Investment Capabilities Total Nonprofits Corporate  
DB Plans

ESG capabilities 43% 69% 0%

Advice on pension end-game 26% 0% 75%

Access to alternatives 22% 31% 0%

Asset allocation 9% 8% 13%

Pension-specific capabilities  
(LDI, custom glidepath) 4% 0% 13%

Passive management 4% 0% 13%
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Robust infrastructure and strong relationship managers  
are table stakes 
Virtually all (96%) organizations are satisfied (36%) or very satisfied (60%) with 
their OCIO provider’s operational and administrative capabilities. (See Exhibit 1.) 
Discussions with institutional investors and search consultants confirm that robust 
infrastructure and the ability to provide all categories of service—client onboarding; 
reporting; oversight and management of custodian; trade processing, execution and 
reconciliation; and support with regulatory filing requirements—are necessities and 
table stakes for OCIOs to compete.

Research participants highlight the importance of relationship managers, as  
one-third (33%) of institutions say that client service is one of the most important 
things for their OCIO to deliver, ranking second to investment performance (80%). 
(See Exhibit 8.) Having a strong relationship manager “makes our job very easy,” says 
the CFO of a $1.2 billion corporate DB plan. “Any time there’s a question or there’s 
an issue across the company, we can just go to him, and then he can pull the strings 
internally to get things resolved.” 

Technology and performance reporting are strong, but with 
room for improvement
While a majority (69%) of providers are offering technological systems to improve 
monitoring and/or provide transparency into their clients’ investment portfolio, 
nearly half (42%) of institutions anticipate needing additional technology services in 
the future. Several participants tell us that they would like better attribution analysis. 
The VP of Investments of a $1.5 billion community foundation says, “The committee 
has a long-standing request for more context around manager changes and how 
they impact the overall portfolio.” And the CIO of a $2.1 billion foundation says,  
“I would like a dashboard with real-time risk management and risk characteristics, 
and transparency to positioning and performance estimates. I would also like access 
to manager databases and research due diligence. These are all lofty things for a 
20-person firm to deliver.”

In a highly competitive market, OCIO firms are investing in technological 
infrastructure to meet evolving client needs. Cerulli’s 2018 survey of OCIO providers 
shows that nearly all (91%) OCIOs have made recent investments in technology 
to support their OCIO business, with 41% building capabilities internally and 
50% investing in external technology. These investments are largely focused 
on strengthening portfolio monitoring capabilities, providing greater portfolio 
transparency, and improving the investment onboarding process. These results 
align with the view from asset owners and consultants that strong infrastructure 
and internal system controls are absolutely essential. As one search consultant puts 
it, “You want to know that the operations are not skimpy, that the provider is not 
running on a shoestring, and that there is some meat in infrastructure behind the 
investment professionals.”

A strong client experience is essential 
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Respondents cite performance reporting (58%) as the most valued operational 
and administrative service. Institutions are nearly universally satisfied with their 
performance reporting. More than 90% of participants reported satisfaction with 
the individual attributes of ease of interpretation, transparency, frequency, and 
timeliness. However, a few (15%) cite difficulty interpreting the relative performance 
of the entire portfolio. A search consultant says, “A lot of things go into the overall 
performance at the portfolio level, and I haven’t figured out a good way to measure 
that and compare it in a way that I have confidence that it’s meaningful.”
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Institutions value intellectual capital
More than three-quarters (76%) of survey respondents say their OCIO is providing 
value-added services. More than two-thirds (71%) of these institutions, and 89% of 
these nonprofits, highly value OCIOs sharing their intellectual capital to educate 
stakeholders and decision-makers. (See Exhibit 12.)

Susan Collins, VP of Finance for the $181 million Saint Mary’s College Endowment, 
says, “Our OCIO has spent a lot of time educating the investment committee, which 
has been quite valuable.” The CEO of a $280 million community foundation adds, 
“Our OCIO has been very helpful with donor communications and education. [They 
are...] exceedingly good at helping us assemble new materials. The help our OCIO 
provides with donor relations, meeting with donors, talking through questions, 
explaining things, is invaluable.” 

And the CFO at an $850 million corporate DB states, “Over the years, they’ve done 
a number of client conferences, and the thought leadership they provided helped 
bring a number of committee members up to speed on the whole fiduciary process.”

Board and stakeholder education is key 

EXHIBIT 12

ANCILLARY SERVICES PROVIDED TO INSTITUTIONS BY OCIOS  
Source: Cerulli Associates, as of 02/28/2019
Analyst Note: Other responses include “fee analysis,”donor communications,” and “ad hoc research or special projects.”

n = 34; Nonprofits n = 19; Corporate DB Plans n = 11; Other n = 4 
Q: What other value-added services is your OCIO providing?
This exhibit only reflects the responses of institutions that said their OCIO was providing value-added services.

Ancillary Services All Institutions Nonprofits Corporate  
DB Plans

Education services 71% 89% 27%

Custom scenario analysis/Enterprise risk management 18% 21% 9%

Regulatory guidance 12% 5% 27%

ESG/Sustainable investing/mission-aligned portfolio 12% 21% 0%

Strategic actuarial planning 12% 0% 36%

Governance best practice 9% 11% 9%

End-game advice 9% 0% 27%

DC consulting 3% 0% 9%

Other 21% 32% 9%

“Our OCIO has spent a 
lot of time educating the 

investment committee, which 
has been quite valuable.”

- VP of Finance,  
$181 million endowment
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Actuarial and end-game advice are value-add services for 
corporate DB plans 
Nearly one-third (27%) of corporate DB plans also place high value on their OCIO’s 
end-game advice and regulatory guidance, while 36% value strategic actuarial 
planning. The CFO for an $850 million corporate DB plan states, “Our relationship 
manager helped with materials for the board to describe what the portfolio would 
look like after the pension risk transfer. This individual has an actuarial background, 
which is very helpful.”

Nonprofits were divided on the value of philanthropic services 
Most (76%) providers supporting nonprofit institutions are not offering a full 
suite of endowment and philanthropic services to help with fund raising and gift 
administration, but virtually all are helping with donor communications. For those 
organizations not offered philanthropic services, approximately one-fifth (19%) said 
they would find these services valuable, though not a necessity.
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Virtually all (91%) organizations would recommend the OCIO model, with the 
remaining participants (9%) stating that it would depend on the investors’ needs. 
(See Exhibit 13.) The VP of Finance of a $1.3 billion corporate DB plan says, “You have 
the ability to act much more nimbly than you did previously. So it makes a lot of 
sense to leverage a team to be able to do those things that an individual or two were 
doing previously...I don’t see why more companies would not be adopting this at a 
rapid rate.” 

Strong outlook for growth in OCIO 

EXHIBIT 13

INSTITUTIONS THAT WOULD RECOMMEND THE OCIO MODEL TO A PEER
Source: Cerulli Associates, as of 02/28/2019
Analyst Note: No interviewees said that they would not recommend the OCIO model to a peer.

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: Would you recommend the OCIO model to a peer organization?

Yes

91%

9%

Depends on organizations’ needs

“I don’t see why more 
companies would not  

be adopting this at  
a rapid rate.”

- VP of Finance, $1.3 billion 
corporate DB plan
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Market downturn will test providers 
Optimism remains high, as a majority (89%) of organizations believe that their OCIO 
is well positioned (29%) or very well positioned (60%) to meet their performance 
goals and objectives over the next three to five years. (See Exhibit 14.) However, 
growth of the OCIO industry has occurred in an extended bull market and clients 
remain cautious of the next down market. Around one-sixth (16%) are unsure 
whether their OCIO will meet their performance goals in a down market. The 
President of a $160 million foundation says, “One of the reasons the Committee 
selected our OCIO over the others was their ability to outperform in down markets. 
For 10 years, there really has not been a down market. It will be interesting to see 
what occurs going forward.” And the CFO at a $1 billion corporate DB plan says, 
“When we eventually find the next recession, whether it is U.S. or global, let’s hope 
we’ve done this correctly and we don’t find our funded status dropping.”

Cerulli believes that market turbulence will fuel continued growth in OCIO, as more 
institutions are likely to seek the help of providers when returns become harder to 
generate. At the same time, a market downturn will also present new challenges for 
providers, who have largely grown their businesses during an extended bull market. 
For this reason, we expect that replacement searches will continue to grow along 
with assets under management. 

In the fourth quarter of 2018, corporate DB plans saw their funded status reduced 
by falling equity prices and declining interest rates. Meanwhile, many nonprofits with 
heavy allocations to alternatives are wary of having enough liquidity to meet their 
spending needs as uncertainty looms. We feel that it will be incumbent on OCIO 
providers to help pensions lock in funded status improvements when they occur 
and to assist nonprofits by structuring portfolios that can withstand any potential 
liquidity crunches. The providers that are best able to guide their clients through 
these and other challenges as markets enter a new, more precarious phase will likely 
find favor as the OCIO landscape continues to evolve in the coming years.

EXHIBIT 14

INSTITUTIONS’ VIEWS ON HOW WELL-POSITIONED THEIR OCIO IS TO MEET THEIR 
PERFORMANCE GOALS AND OBJECTIVES OVER THE NEXT 3–5 YEARS
Source: Cerulli Associates, as of 02/28/2019

n = 45 (All respondents); Nonprofits n = 21; Corporate DB Plans n = 19; Other n = 5 
Q: How well-positioned do you think  your OCIO provider is to meet your performance goals and 
objectives over the next 3–5 years?

Neutral Well-positioned Very well-positioned

16%

10%

11%

21%

33%

29%

63%

57%

60%

0% 20% 40% 60% 80% 100%

Corporate DB Plans

Nonprofits

All Institutions

“For 10 years, there 
really has not been a 

down market. It will be 
interesting to see what 
occurs going forward.”

- President,  
$160 million foundation
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