
 

 
 

 
Address by Andrew Formica, Chief Executive, to the Henderson Group        

2009 Annual General Meeting 
11 May 2009 

 
I will first touch on the key points of our 2008 results and thereafter talk more about 
the changes I have implemented since my appointment as Chief Executive. I will also 
update you on the Group’s performance so far this current year and my outlook for 
the Group. 
 
As the Chairman has already mentioned, global equity markets suffered one of their 
worst years on record last year. Interest rates were radically cut in all the major 
economies and have continued to fall to record lows. In the property sector 
valuations fell and remained under pressure. In contrast, government bond markets 
performed well against a backdrop of falling interest rates. Corporate bonds, 
however, fared particularly poorly. 
 
The resilience of our assets under management in 2008 was therefore a testament to 
the quality and diversity of our business. Excluding Pearl, we generated net fund 
inflows of £2.9 billion. Including outflows of £6.7 billion from Pearl and unfavourable 
market and foreign exchange rate movements of £5.9 billion, total assets under 
management fell 16% to £49.5 billion at 31 December 2008. You might recall that we 
entered into an investment management agreement with Pearl a few years ago so 
that if actual fees fall below certain thresholds, Pearl has to make compensation 
payments to Henderson to make good the shortfall.  This agreement remains in place 
until April 2015. The Pearl fund outflows mentioned above, therefore, have not had 
any material impact on Henderson’s revenues. Overall, Henderson revenues were 
21% lower in 2008, largely as a result of lower transaction and net performance fees. 
Average management fee margins declined only slightly, from 42bps to 41bps, 
whereas total fee margins were 48bps compared to 53bps in 2007, due to lower 
performance fees.  
 
To counteract this decline in revenues, we significantly reduced operating costs and, 
as a result, saw an improvement in Henderson’s cost to income ratio from 68% to 
63%. Profits from Henderson Global Investors (our main operating business) 
declined 9%, better than markets which fell on average by 16%. At the Group level, 
profit before non-recurring items and tax was 25% lower than the previous year, 
mainly due to interest costs associated with the debt that we raised in 2007. 
 
As regards our investment performance last year, a number of our funds were 
negatively affected by market volatility in the short-term. However, our three-year 
investment performance in most areas was competitive.  
 
In Listed Assets, which consists of our Equities and Fixed Income business, 49% of 
funds beat their benchmark over one year and 56% over three years.  Fixed Income 
performance was strong and we won significant new business in the year.  Equity 
performance, although disappointing in some areas, was generally competitive and 
has continued to improve throughout this year. We are well positioned to attract fund 
flows once investor demand returns.  
 
The US Wholesale fund range maintained its good track record with over 85% of 
assets outperforming over one and three years. Similarly, the Horizon SICAVs 
delivered strong performance, with 72% of assets beating target over one-year and 
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82% over three years. UK Wholesale, notably fixed income, continued to perform 
well in 2008 with 46% of assets outperforming over one year and 72% over three 
years. 
 
Our Hedge fund and Enhanced index ranges had a challenging year, which impacted 
negatively on their three-year track records. Whilst much of the under-performance 
was due to exceptional market conditions, action has been taken to improve future 
performance and we are pleased to see a strongly improving trend this year in these 
areas. 
 
In Pan-European Property, due to the impact of market conditions on absolute return 
funds, performance was much weaker than previous years with 20% and 49% of 
funds at or exceeding benchmark over one and three years respectively.  
 
We reviewed most of our third party investment administration arrangements last 
year. The primary goal of the review was to improve the overall service quality to our 
clients, whilst taking into account recent market developments and our future 
servicing needs. We awarded our existing partner, BNP Paribas Securities Services, 
a new contract for investment operations that enhances our relationship with them, 
provides a full range of investment operations services and offers global access to 
BNP Paribas’ customers to Henderson.  
 
Moving on to the changes I have made since my appointment. Henderson was 
already established as a successful, diversified, independent fund management 
business. But given the challenging market backdrop, my first task was to streamline 
and protect the business. This necessitated further active cost control, but always 
mindful of not damaging our core investment capabilities. 
 
Then, to improve distribution and service to our clients, I combined the regional sales 
teams, enabling client demand and product development to be co-ordinated globally. 
I also consolidated our successful North American and European property 
businesses into a global property business. These actions have improved our 
understanding of clients’ needs and made us focus on them more efficiently and 
effectively. 
 
Geographically, we have taken strides in developing our North American and Asian 
businesses over the years. Whilst we have made some progress to date in these 
areas, there remains much work to do. I have allocated more senior management 
resource to continue to develop our business in these important markets. 
 
As the Chairman mentioned, the disruption seen in markets enabled us to acquire 
new investment capabilities at attractive prices. I am especially proud of the 
acquisition of New Star which completed on 9 April 2009 – just nine weeks after 
announcing our intention to buy that business. So far the integration is running very 
well. The combined UK retail business reflects the strengths of both firms: the 
security and stability of the Group with the innovative approach for which New Star 
was known. This acquisition together with the Fortis currency team and 30% stake in 
Attunga Capital Pty Limited which we acquired recently, fits with our strategy and 
financial criteria. These acquisitions expand our product offering to our clients in 
areas we believe will see strong demand. Our clients and our shareholders stand to 
benefit from them in the future. 
 
As regards our business performance so far this current year, we experienced a 
difficult market and sales environment in the first quarter but have seen signs of 
improvement in the second quarter. With the exception of the previously notified 
Pearl withdrawals, we have seen only modest client withdrawals. Despite equity 
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markets falling more than 10% in the first quarter, our diversified business model has 
meant that our assets under management have only declined by 6% due to market 
movements. Total assets under management stood at £43.4 billion at 
31 March 2009. 
 
Our top priority is good investment performance. Overall, our investment 
performance is competitive, particularly in core products. Since the end of the period 
we have seen increased interest from clients looking to shift back towards higher 
margin products. These factors, together with cost management initiatives which we 
started last year, provide support to earnings. 
 


