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Fund boards cut independent directors

Reduction in non-executives 'could create gap in expertise', say experts

20 January 2025

By Dom Lawson

Asset managers have trimmed the number of independent directors on their fund boards as they wrestle
with cost pressures, new research finds.

The average number of independent directors per fund board fell 11 per cent last year to 2.3, according to
research from Fitz Partners, a specialist fund research firm.

Over 30 boards dropped one of their independent directors in the analysis that covers 502 funds domiciled
in Luxembourg and Ireland.

Hugues Gillibert, chief executive of Fitz Partners, said the fall was likely due to boards carrying out cost-
cutting measures.

The European funds industry has seen assets shrink and profits fall over recent years, leading to widespread
cost-cutting programmes at many asset managers.

Gillibert said some boards would find it hard to lower the costs of employing directors, so limited their
number instead.

However, the cuts had led to the loss of at least one independent view and line of questioning for these
boards, he said.

"Boards can still function with fewer independent directors, but they might find that a reduction in their
numbers would create a gap in expertise, which could in turn have an impact on fund governance."

Garry Pieters, independent non-executive director at The Directors Office in Luxembourg, agreed that costs
could be the reason for boards cutting independent directors and that it could have implications for fund

governance.

The reduction in independent directors came at a time when boards were facing a growing workload due to
an increase in regulation, he said.

"Smaller boards might be less effective in their oversight and have less time to deal with the increased
workload."

This meant it was '"even more important" to have independent directors on fund boards, Pieters added.
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"They tend to have more all-round knowledge and experience as opposed to their executive peers."

Non-executive directors made up 46 per cent of board members for Luxembourg-domiciled Ucits funds in
2024, up from 44 per cent in 2022, according to research from PwC and the Institut Luxembourgeois des
Administrateurs.

But the number of non-executive directors on the boards of Luxembourg-based alternative investment
funds dropped from 56 per cent to 53 per cent over the same period.

Philipp von Restorff, CEO of ILA, said non-executive directors played "a crucial role" in a fund board's
decision-making process by providing "independent and objective" insights.

"They bring expertise and experience from a range of industries, enabling them to address complex
challenges, identify emerging trends and capitalise on growth opportunities," he said.

"Their independence allows them to challenge the status quo, foster creative thinking and promote a
culture of continuous improvement."

Wayne Green, founder of consultancy FinServ Dynamics, told Ignites Europe last year that cost-cutting
efforts that targeted fund boards risked "exposing customers to greater risk of harm".

If governance was not valued, and not paid for properly, '"it becomes under-resourced", he said.

"If it's under-resourced, it becomes weak."
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