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RC Brown father and son duo on
managing generational change

LOUKIA GYFTOPOULOU |gyftopoulou@citywire.co.uk

only go to the office once or twice a week now,

says RC Brown founder and chairman Bob Brown.

‘I sometimes do my personal finances there

because the broadband is faster and | can’t work
my wife’s computer, he deadpans.

Twenty-seven years on from the launch of the
Bristol-based asset manager, Brown says he is enjoying
the perks of a semi-retirement, with a minimum
hands-off guidance of the firm’s operations, and clearly
relishes not being obliged to earnestly discuss the
dustier points of wealth industry arcana.

Originally an institutional manager, the first clients of the
company were trustees and charities. A private-client arm
was added almost a decade ago, at the time when Brown
was beginning to take a step back from the business.

‘I have never dealt with a private client, | am not even
allowed to, he says over lunch with Wealth Manager and
his son - and RC Brown investment director — Oliver
Brown, adding that he has not felt the need to keep up
with the CPD which would allow him to put private client
manager on his business card. This does not seem to be a
state of affairs likely to lose him any sleep.

‘| was lucky. | spent most of my career focusing on
investment, he says. ‘l don’t miss having clients - money
stays where you put it, but they tend to get in the way.

Brown senior is now chair of the board, with three more
seats at the table: his son, investment director Alan Beaney
and Glenn Meyers, head of managed funds.

‘| still read the financial press and | enjoy very much

meeting new companies, he continues. ‘Some of the
industries | understand and others | will never understand as
things get more technical. And | enjoy chairing meetings.’

Brown began to search for a successor in 2007.
Although an employee at the firm, his son at the time was
still developing the depth of experience needed to put him
among the contenders.

A couple of failed attempts followed. His first choice was
a ‘high-class investment manager’ who he had worked
alongside in the years before launching RC Brown, but
whose wife was not keen on a move to Bristol.

The second effort came to an untimely and unfortunate
end when the hopeful heir was dismissed from their prior
role over professional misconduct issues. ‘I'm jolly old now
but | was old then and wanted to find a successor, he says.
‘I always wanted to have private clients in the middle of the
retail business and the institutions.

Brown then ran into Alan Beaney in a box at
Cheltenham. ‘I had known Alan for a long time but |
bumped into him. He was working for Principal as head of
investment at the time.” He joined the firm in 2010 and the
hiring of Meyer, previously director of fund research at
Standard & Poors, followed shortly after, with the two
handling the bulk of the day-to-day investment operations.

Brown junior had been with the firm for three years at
the time, having trained with Grant Thornton as a chartered
accountant, a trade he did not particularly enjoy.

A decade later he is now the firm’s second longest
serving employee, and while he sits below Beaney and
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Meyer in the chain of command, he now handles
much of the coal face investment work.

‘I am the investment manager who runs the most
money in the business,’ he says. In addition to
dealing with institutional investors, RC Brown’s
traditional clientele, he handles the 20-year-old FM
UK Primary Opportunities fund alongside Beaney;,
with both Citywire AA-rating on their track record.

One of his big projects is rebuilding assets of
the fund, which have dwindled in recent years,
from an earlier peak of £40 million to a current
figure of near £10 million. The business’ attempts
to lift the profile of the UK Primary Opportunities
fund have been assisted by a solid period of
outperformance.

Being the firm’s only in-house product, the fund
is open to retail investors but is not cross-sold into
wealth management portfolios. Company assets
and those of its employees are invested in the
fund, however.

Bob Brown says that RC Brown did manage
some high net-worth segregated accounts
alongside pension funds and charities. ‘Then in
1996 some friends of mine said: “We don’t all have
£1 million, you know - why don’t you set up a unit
trust?” So we developed the retail business
alongside the institutions.’

Under Oliver Brown’s management, the fund
has moderated its aggressive conviction from 35
to 70 positions. Over the past three years it has
returned 40.9% against a peer average of 28.6%,
but performance over a five year stretch has been
less impressive.

Oliver Brown says this is the reason why so
much effort is being put into getting the word out.
‘In the last 10 years we have spent more time
in servicing our clients than growing, but now
we have more time for growth because there

are more resources going into marketing,’

Brown senior adds.

The firm now has 10 staff and two consultants,
up from six a few years ago. Assets under
management stand at £260 million, nearly half of
which is within the private client division.

The company manages 277 clients directly, with
another 655 managed and administered. Annual
income stood at a recent £1.34 million on a profit
margin of 16.6%, and is projected to rise to above
£1.6 million in 2018.

We always had a lot of
money saved to keep the
business going, so it was
not as bad as it could
have been

BOB BROWN

The business took a painful blow in recent years
after its largest institutional client opted to adopt an
ethical mandate and pulled its contract, with a
couple of staff having to be let go as a result.

One of the things which kept the company
afloat was a sizeable war chest, which today
stands at £1 million. Another was the ‘incubator’
service, launched in 2016 after RC Brown played
host to a number of Rowan Dartington leavers
under its regulatory umbrella, which helps
start-ups by charging a small percentage of assets
in return for a full spectrum of custody, computer
systems and compliance services.

‘We always had a lot of money saved to keep the
business going, so it was not as bad as it could
have been, says Bob Brown.
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They reigned themselves in and a few months
later got Alpha Portfolio Management on board
which helped fill the hole.

Getting more start-ups on board is among the
firm’s future plans. ‘We can help them launch their
own offering, as we have done with Coram, that is
now an independent business, or continue to
operate under us, as Alpha does, says Oliver
Brown. He is on the lookout for teams who have
become disillusioned with working at larger firms
and who are looking to strike out on their own.

The company also plans to continue growing its
private client business, something which he is
confident will happen by £25-30 million a year
organically. ‘Historically we were happy with a
£10 million client, for example, but what we
have mainly done is make normal people more
comfortable, Bob Brown says.

‘We run the business for the clients, not to
make money for ourselves because we assume
that we will make money if the clients do well.
And we are still growing.’

‘We are lucky with clients, Oliver Brown adds.
‘The ones | have are those we have had for a
long time and some of them employ me
precisely because they do not have time to deal
with it themselves.

‘Now that things are good, everyone is quiet.
They see their valuations and they are happy
but when markets become more volatile this
may change.’

The firm has a minimum investment limit of
£15,000, substantially lower than most of its peers.
It is a way of capturing a client who may have a
promising career and a paid-off mortgage, but
before they have more money to invest.

‘We genuinely like helping people, Bob says.
‘How much money we make of it | do not know
but my colleagues say we do.

WHY THERE IS NO RIGHT OR WRONG WAY OF RUNNING MONEY

By Oliver Brown

We are firm believers that good investment
managers have an investment process which
they follow and may refine over the years. A
portfolio assembled using a process will do far
better than a collection of so-called good ideas.
There is no right or wrong way of running
money and all active fund managers will find
there are times when their approach
underperforms, though good fund managers will

recognise this and refine their process to reduce
underperformance when market conditions do
not suit their style and process.

We have been using our primary opportunities
process for our UK equities since 1990. By
focusing on companies raising money, be it at
IPO, when a company starts its listed life, a primary
placing or a rights issue, we are able to perform
thorough due diligence on companies and buy in
at a level typically below the market price.

Such transactions also tend to be free from

stamp duty and dealing commission, reducing
transactional costs. New capital is therefore
allocated to those businesses that require it,
aiding the UK economy.

We see the world through industrialists’ eyes
and invest our clients” money accordingly. With a
challenging UK outlook, we are grateful for the
international exposure the UK equity market
offers, though are conscious of the value in UK
domestics that may start to emerge as the future
relationship with EU trade becomes clearer.
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BOB BROWN
2010

Oversaw the successful
launch of RC Brown’s
private client offering

1995

Launched an Oeic which
became the MFM UK
Primary Opportunities
fund. Also launched the
Marlborough Ethical fund
and managed a broker
fund — Blackdown

1990

Set up RC Brown
Investment Management,
managing the Joseph
Rowntree Charitable Trust
and the Allen Lane
Foundation (the founder of
Penguin Books) among
others

1980

Left the City and moved to
Bristol to bring in-house

the investment
OLIVER BROWN management and
administration of DRG
Pension Fund from a
2006 _ present leading City house
Investment director,
RC Brown Investment 1969
Management Joined the Pension Fund
Management department
2003 . 2006 of Phillips & Drew
Audit senior,
Grant Thornton




