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Can you expand on the importance of trust and integrity specifi cally?
Since we acঞ vely partner with investment managers/fi rms to assume investment risk on behalf of our clients, trust 
and integrity are essenঞ al. These characterisঞ cs are assessed through mulঞ ple meeঞ ngs and conversaঞ ons with 
an investment manager(s), their investment and operaঞ ons teams, and through reference calls with preexisঞ ng 
personal, professional, and client relaঞ onships. Addiঞ onally, investment managers/fi rms must be transparent about 
their business, investment, and research processes. It is essenঞ al that they provide straigh� orward explanaঞ ons of 
challenging investment periods and related decisions idenঞ fi ed through our analysis. Investment managers/fi rms 
must also clearly demonstrate a commitment to candor and fairness in their interacঞ ons with clients, employees, 
and other stakeholders. 

What are the primary principles one should incorporate into an investment manager 
evalua  on framework?
Trust, integrity, alignment, and success. While these principles set a high bar for investment managers/fi rms under 
consideraঞ on, they are fl exible enough to be applied across the spectrum of investment strategies available, 
ensuring compelling investment opportuniঞ es for our clients. 

The Colony Group, LLC (“Colony”) is an SEC Registered Investment Advisor with offi  ces in Massachuse� s, New York, Maryland, Virginia, Florida, Colorado, 
California, New Hampshire, Connecࢼ cut, Washington D.C., and New Jersey. Registraࢼ on does not imply that the SEC has endorsed or approved the 
qualifi caࢼ ons of Colony or its respecࢼ ve representaࢼ ves to provide the advisory services described herein. The Colony Group is registered to do business as 
“The Colony Group of Florida, LLC” in Florida, and “The Colony Group of Missouri, LLC” in Missouri. This paper is prepared using third party sources. Colony 
considers these sources to be reliable; however, it cannot guarantee the accuracy or completeness of the informaࢼ on received. Informaࢼ on provided herein is 
general and educaࢼ onal in nature. It is not intended to be, and should not be construed as, investment advice. Market condiࢼ ons can vary widely over ࢼ me 
and can result in a loss of por� olio value. Services off ered are provided pursuant to an advisory agreement with the client. Colony’s Form ADV Part 2A, 2B, 
Form CRS, and Privacy Statement will be provided on request and as required by law. For a descripࢼ on of fees payable for investment advisory services, please 
see Colony’s Form ADV Part 2A.

Why is alignment an important element in evalua  ng investment managers/fi rms?
An investment manager’s/fi rm’s interest should be fully aligned with the interests of all of its stakeholders, but 
especially with the interests of their clients. Not only should a manager’s/fi rm’s investment approach and por� olio 
construcঞ on processes be consistent with strategy expectaঞ ons, but its resources and infrastructure should 
be suffi  ciently aligned to serve the fi rm’s stated investment capabiliঞ es and client servicing needs. Lastly, and 
perhaps most importantly, key decision-makers must have signifi cant personal capital invested alongside client 
capital to ensure alignment. 

How do you determine if an investment manager/fi rm is successful or not?
What characterizes success is the quality of a manager’s/fi rm’s results given the investment strategy and 
applicable market condiঞ ons. Generally, returns should be a� ributable more to security selecঞ on rather than 
to market beta or a manager’s/fi rm’s willingness to assume undue risk through leverage, illiquidity, or excessive 
concentraঞ on. We must understand if returns have benefi ted from a “rising ঞ de” in a manager’s/fi rm’s preferred 
sector(s), a few disproporঞ onately large investment wins, or from taking excessive risk. Organizaঞ onally, growth in 
assets and personnel can be clear indicators of success, but only if such growth has not, and will not, negaঞ vely 
impact investment returns.

What would you emphasize as the value of a well-structured manager evalua  on framework?

Diff erent investment strategies seek to achieve diff erent levels of absolute and relaঞ ve returns and investors 
should be well compensated for taking that risk. These results should be commensurate with the amount and 
nature of the risk within each specifi c strategy and evaluated accordingly. While manager analysis and research 
encompass performance analysis, they also consider a myriad of other relevant characterisঞ cs including, but not 
limited to, por� olio construcঞ on; liquidity; investment team composiঞ on; personnel turnover; asset growth; key-
person provisions; and business risk. As a result, implementaঞ on of an eff ecঞ ve framework requires a dedicated 
team of investment professionals. A successful - and repeatable - manager evaluaঞ on process requires rigorous 
investment research, analysis, and in-depth due diligence. Once we have decided to invest with a manager/
fi rm, our research and due diligence conঞ nues with even greater intensity as we conঞ nually underwrite each 
manager’s/fi rm’s integrity, alignment, and success. 
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