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Nationwide RIA Aspiriant is currently on the hunt for active downside protection strategies, 

and is more likely to use funds that have a two- or three-star performance rating from 

Morningstar over five-star strategies. 

Chief investment officer John Allen told Fund Intelligence that he generally looks to balance 

active and passive managers, but with a choppy outlook for equities, he anticipates active 

managers will outperform over the next decade. He is seeking experienced managers who 

can limit downside risk, even if their recent performance is unflattering. 

“I’ll give you our view of the world right now,” he said. “It’s low-return, high-risk … a low- 

interest-rate curve, low growth, high margins that we expect to compress going forward, 

and massive fiscal and monetary stimulus.” 

For Allen, that means moving toward strategies that are less correlated with market-cap 

weighted benchmarks, including defensive funds, hedge-funds, merger and equity arbitrage 

strategies and more. The firm is also using risk parity strategies, currently delivered through 

a third party hedge fund. 

A pessimistic outlook is not a new feature for Los Angeles-headquartered Aspiriant, which 

has been in a defensive stance since 2018 due to concerns about valuations and the fiscal 

policy environment. 

 
 

“When rates don’t look like they can help much anymore and there is polarization between 

Democrats and Republicans affecting fiscal policy, equities are going down,” Allen said. “In 

2018 we were already becoming defensive; it’s going to be a struggle going forward. We 

don’t expect another 30 to 35% pullback though.” 

Aspiriant’s centralized investment team is made up of 10 individuals, half of whom are 

partners, including Allen. The team oversees asset allocation, macroeconomic analysis, 

manager research and portfolio construction. Within that, a team of three focus on fund 

operations and administration, including operational due diligence. 

RIAS 
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Outside the home office team, there are also five investment advisers who work with clients 

to produce customized portfolios. 

Using the asset allocation and manager research generated by the group of 15, Aspiriant 

develops model portfolios used by a third of its client base. Another third are invested in 

tailored portfolios that are close to the models, and the last third have completely 

customized portfolios. 

Due diligence process 
Of the 25 to 30 investment firms it works with, Aspiriant has a turnover of around five 

managers annually within its central portfolios. The manager research team reviews a 

longlist of thousands of funds and strategies each year, whittling it down to a long-list list of 

hundreds, of which 50 to 60 might make a final shortlist. 

Aspiriant offers its own publicly traded fund of hedge funds solely for its clients and 

employees, which invest in hedge-fund strategies through a 40-act wrapper. The funds pay 

Aspiriant a management fee, but the company returns any fees over and above the funds’ 

running cost. 

For instance, the Aspiriant Defensive Allocation Fund (RMDFX) is invested in a mixture of 

mutual funds from firms such as GMO and JPMorgan. It also offers clients exposure to hedge 

fund managers including Millennium, Bridgewater, Elliott Associates and more within a 

mutual fund structure, taking advantage of rules allowing up to 15% exposure to illiquid 

assets. 

Allen said that “to our knowledge” Aspiriant runs the only mutual funds that hold any of 

those hedge fund strategies. 

“Some clients say, ‘We have no way to access those managers except through your funds’,” 

he said. 

He added that while Aspiriant doesn’t frequently switch between managers, it has been 

more active at changing the direction of existing mandates. 

“We’ve been reducing the passive manager mandates we have,” he said,” But [we] have 

been cautious about manager termination. Many firms fire managers that underperform for 

a few years and then they outperform.” 

When searching for new managers, the firm takes a close look at the stability of the broader 

investment team, where high turnover can be a turnoff. 

“That’s always a concern,” he said, “It reflects the culture of the firm.” On the other hand, he 

said he likes to see diversity across the leadership of a firm, different perspectives. 

Fees also come under scrutiny when evaluating managers; Allen cited a range of 20 basis 

points to 80bps as the typical cost of strategies Aspiriant invests in. 

“We also don’t like to see that assets are dwindling,” he said. “You want to use something 

that’s growing, not likely to be shuttered in the future.” 

Allen is wary of chasing performance. “We’re more likely to use 2- or 3-star rated funds,” he 

said. “Today’s 5-star can only go down.” 

The firm tiers its list of preferred managers at any given time. Allen said there are currently 

60 managers he follows closely, five of which are tier one, 10 in tier two, and 45 in tier 3. 
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ALTERNATIVES GATEKEEPER INTERVAL FUNDS MUTUAL FUNDS ASPIRIANT 

“We are constantly updating the quantitative portion of our manager research efforts,” 

Allen said. “We keep all of them in our universe. If a manager has improved, it can get 

promoted to a higher tier but that doesn’t mean we have a mandate available for them at 

that time.” 

Fund structure preferences 
Allen said the firm is agnostic about the fund structures it uses, and uses ETFs, mutual funds, 

separate accounts and private funds. 

“We balance the cost of the vehicle with the experience of the team and tax efficiency. For 

instance, SMA’s can help clients’ philanthropic goals, because you can donate appreciated 

securities out of an SMA without creating a taxable event,” he said. 

He added that Aspiriant is interested in the interval fund structure, due to the greater 

freedom to invest in private markets. A mutual fund, under the 1940 Act, can only have 15% 

exposure to private funds. With an interval fund, Allen noted, this restriction goes away. Of 

the firm’s two private funds, he said he would like to see one transition into an interval fund 

structure. 

ESG investing seems to be catching on among clients, Allen added, with several bringing the 

subject up in client meetings. Aspiriant takes the same asset allocation and portfolio 

construction approach to ESG-minded portfolios, he said. 

Allen warned that getting on the firm’s radar can be challenging, but this inbound email 

address is one point of contact: manager.research@aspiriant.com. Managers who clear all 

the hurdles can then expect regular communication and on-site visits. 

“We keep track of quarterly letters, annual report filings, 13-f filings,” Allen said. “We take 

manager meetings in person, attend conferences and do on-site due diligence — one full day 

of operations trading, risk management, and compliance.” 

The firm does listen to client recommendations, but Allen noted that “it’s not a driving 

component of our process.” 
 

 


