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Financial

Raymond James eyeing bolt-ons as asset management 
sector gathers steam
March 20, 2013 
By Matt Blumenfeld

The continued integration of Morgan Keegan & Co. Inc. is not 
deterring Raymond James Financial Inc. from looking at additional 
acquisitions, though they will most likely be on a much smaller scale.

CEO Paul Reilly at a March 4 investor conference said the $930 mil-
lion acquisition of Morgan Keegan was much larger than Raymond 
James’ typical deal and also larger than the additional transactions 
it is mulling. Reilly pointed to niche asset managers as possible tar-
gets for future deals, saying that they are “underrepresented” in the 
company’s business.

Raymond James has been a “relatively modest” acquirer over the 
last few years, Keefe Bruyette & Woods analyst Joel Jeffrey told SNL, 
though it did recently add a dedicated corporate development 
group to look at potential deals on an ongoing basis. Future small-
scale acquisitions could be aimed at bolstering Raymond James’ 
large-cap asset management capabilities, as subsidiary Eagle Asset 
Management Inc. is mostly focused on small and mid-cap equities, 
he said.

Improving flows into equities may provide a catalyst for future 
deals, but Raymond James expressed interest in building its asset 
management business even when markets were relatively weak, 
Jeffrey pointed out.

“This was an area that they had talked about wanting to expand 
into because there’s a certain level of scalability in it. They have the 
capabilities to support additional products and they certainly have 
distribution with their retail network,” he said. “I think it makes sense 
for them to expand a relatively strong existing product line.”

Though executives have frequently spoken about asset manage-
ment deals, Raymond James has yet to pull the trigger on any major 
deal solely aimed at boosting that part of its business. Reilly in the 
investor presentation did note that the company has completed a 
couple of lift-out deals, the most recent being a minority purchase 
of ClariVest Asset Management LLC.

The pace of asset management deals picked up in the second half 
of 2012 and that momentum continued into the first three months 
of 2013, Rosemont Investment Partners managing director David 
Silvera told SNL. While he has yet to see a broad-based material im-
provement in flows, Silvera said general mood across the industry 
is that there will be.

Small and midsized deals will be the norm in today’s environ-
ment, said Silvera, with larger transactions taking a back seat. Bank 
divestitures are likely to continue, he said, as will deals prompted by 
generational transitions.

The successful IPO of Artisan Partners Asset Management Inc. may 

be another indication that the asset management sector’s horizon 
is brightening, Silvera added. After canceling its plans for an IPO in 
late 2011, Artisan refiled in November 2012 and priced above its 
expected range in early March. Shares shot higher on the first day 
of trading and have remained well above their initial $30.00 price.

Aaron Dorr, who heads up Sandler O’Neill & Partners’ asset man-
agement investment banking group, was heartened by the perfor-
mance of Artisan’s IPO. Its success demonstrates that there are still 
good growth opportunities in the industry and the sector should 
continue to attract “buyers of all types,” he said. Artisan’s rise closely 
resembles the performance other domestic asset managers put 
together in 2012. Sandler’s U.S. asset manager index climbed 22.7% 
that year, according to a report Dorr compiled.

Deal volume in the asset management space through most of the 
first quarter is about on par with what the industry experienced in 
the same quarter of 2012, Dorr told SNL. The first quarter of 2012 saw 
36 deals and, with less than two weeks remaining, the first quarter 
of 2013 is just behind that total.

Asset managers look to continue to dominate the buyers’ land-
scape with more than 65% of deals in the first quarter seeing an 
asset manager as the acquiring party. The remainder was a mixture 
of banks, brokerages and other firms.

Dorr expects to see asset manager deals continuing at a pace 
roughly in-line with the previous year, though lower volatility in the 
equity markets could provide an extra punch for deal volume.

“That makes buyers more comfortable in deploying strategic 
capital,” he explained.

A looser grip on the wallet will push buyers to widen their horizons 
and go after opportunities outside their highest priorities, with the 
“silver and bronze medals” emerging as noble goals in expanding 
platforms, Dorr said in the report. Competition is likely to rev up, as 
well, though Dorr does not anticipate a “feeding frenzy.”

Even with the increased competition, valuations are likely to stay 
below historical norms. Though market conditions are improving, 
a number of challenges remain, especially on the long-only side, 
Dorr explained. Retail trends have been more positive in the first 
three months of 2013 than in all of 2012, but funds continue to 
move out of active long-only products. That cash has been flooding 
into “cheap beta products” like BlackRock Inc.’s iShares and other 
exchange-traded funds, Dorr said.      i


