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VIEWPOINT
Time to return to ABS? 

ALLOCATION
Play the EM rally 

FUND MANAGER 
TO WATCH
Making forex pay

GO YOUR OWN
WAY 

Building Frame Asset 
Management from scratch 
wasn’t easy, but you can’t 
put a price on freedom, says 
Michele De Michelis
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M
ichele De Michelis started with a blank 
canvas in Lugano when he bought Frame 
Asset Management, and has been 
painting his vision ever since.

De Michelis began his career at Banca Nazionale del 
Lavoro (BNL) and stayed in the private banking sector 
until 2004, when the Italian bank decided to sell the 
branch to Allianz Group. 

Two years later, he made the leap and bought Frame 
AM in 2006 with colleagues.

The lack of flexibility that comes with working in a 
bank drew the Frame AM group together. They sought 
the managerial freedom that comes with a boutique.

‘The idea was to use different managers and have a 
real absolute return approach.’ 

Frame AM has since grown in leaps and bounds. 
The team started with $10 million assets under 
management and over 10 years it has amassed 
a total of $1.1 billion; $800 million of which is in 
managed accounts and the remaining $280 million in 
institutional advisers.

In this time, Frame AM has developed from a  
team of four to 17 employees and is now ready for  
more expansion. 

Italian HNW individuals form 70% of Frame AM’s 
client base, with institutional clients, including small 
banks with limited knowledge in the alternatives space 
and those looking to create their own fund, making up 
the rest. 

Consistency is the key to managing funds, according to 
De Michelis, who says a lack of conviction and an easily 
swayed manager cause alarm bells to sound. 

‘If you tell me that you are a value investor and that 
you bought stocks because you analysed the accounts 
of the company, then I expect you to use the same 
approach in all periods. 

‘I won’t like it if I meet you after six months of bad 
performance and you tell me that you are analysing 
the macro environment and have changed from a 
bottom-up to a top-down style.’ 

Funds that have shown consistency and come top of 
De Michelis’s list of funds include Helium Performance, 
Nordea-1 Stable Return, the Finlabo Inv Dynamic 
Equity, Carthesio Asian Credit, Carthesio Axis, Alpi 
Hedge and Alpi Multi-Strategy funds. 

De Michelis says as well as good performance, a 
further draw for the managers of these funds is their 
progressive investment approach.

‘They don’t lose money or miss opportunities and 
they don’t follow the trends. But they always think 
with their heads.’

For the independent adviser, this means a manager 
who knows how to ride the volatility and keep up 
performance by using derivatives and shorting  
the index. 

He explains: ‘What I was looking for at the time was 
a manager who had an approach of absolute return, a 
manager who invests the money as if it were his own.’

Speaking of fund favourites Trojan and Ruffer, he 
adds: ‘During the bubble in 2000-2003 they performed 
well. They told me about the ideas they had at the time 
and the storm they were waiting for.

‘So when it came, they were like a boat that is able to 
pass through the Atlantic Ocean during a hurricane and 
come out with a really good performance.’ 

It is for this reason that De Michelis now considers 
them to be his real benchmark. 

Once consistency and the right strategy for the 
job are found, a pitfall would be to get attached to a 
specific manager.

‘One thing to avoid is falling in love with your own 
idea. For me, instead of falling in love with a company 
or their own ideas like a manager might, the mistake is 
falling love with a manager.’

For many companies, the 2008 financial crisis was the 
best test of their resilience. This was certainly the case 
for Frame AM, which was only two years old at  
the time. 

However, De Michelis says their life raft through the 
storm came in the form of alternative Ucits, on which 
they had placed most of their bets. 

‘We still suffered but not like other Swiss companies 
that were 80% in hedge funds.’

In fact, Frame was 80% invested in alternative Ucits 
funds. Their confidence in the sector has not wavered 
as they still invest 70% in alternative Ucits, 15% in 
equity funds and the remaining 15% in bond funds  
and cash.

Bond funds are expensive in the pay-to-lend world, 
De Michelis says, the only exception being Asian 
bonds. Although low yielding, they are still paying on 
investment grade companies, which is clearly better 
than holding a bond fund with a negative yield. 

Elsewhere, US bonds remain overpriced because of 
the dollar; however, a hike by the Fed could send Frame 
towards US bonds again, De Michelis says. 

De Michelis’s total exposure to equity sits at 15%, but 
could be upgraded if risk appetite for the asset were  
to increase.

‘For the future, I think it’s more interesting to remain 
in this kind of market instead of having bond funds, 

Michele De Michelis and his 
friends bought Frame Asset 
Management in 2006 in a bid for 
flexibility and independence from 
working for a big bank. So far, 
he tells Jessica Beard, they are 
enjoying the ride 
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even if the bond rallies are going into the  
negative space.’

Equity managers at the top of De Michelis’s list 
include those running the Lindsell Train Global Equity 
fund, Fundsmith Equity fund and Stryx World  
Growth fund. 

Yield-hungry and expensive, markets have been 
through a tough period since the start of the year, 
according to the manager, who says market neutral 
names have suffered, including big names such as 
Alkin, Artemide, Argonaut and CitiFinancial.

The value approach hasn’t had much luck either, 
nor have some of De Michelis’s old fund favourites, 
such as Banor North America Long Short Equity, John 
Locke Equity Market Neutral, Loys Global Long Short, 
Old Mutual Global Equity Absolute Return and Gam 
European Alpha.

The turbulence in the industry is also proving a 
challenge for the boutique. Although the choice of 
alternative Ucits proved fruitful, the firm has grown a 
lot as a result and this has also produced obstacles.

‘The biggest challenge is that a lot of money that we 
received over the past two years is not performing very 
well, especially this year.’ 

On his market outlook, De Michelis says burning debt 
with inflation is key, but it is something we are not seeing.

‘For the future, I think it’s 
more interesting to remain in 
this kind of market instead 
of having bond funds, even if 
the bond rallies are going into 
the negative space’
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‘Instead, we are facing the chance that the UK 

may cut fiscal stimulus after Brexit. What we need 

in Europe is not more austerity but fiscal deficit, in a 

Keynesian approach,’ he says. 

The target for the independent asset manager is to 

double assets under management within the next five 

years. Another item on the to-do list of big projects is 

to open a company or branch in Europe dependent on 

how the fund passporting landscape evolves. 

Like many other Swiss companies, Frame AM 

is waiting on the 

government to strike a 

deal with the European 

parliament to receive 

an EU passport before 

proceeding. 

Up until Brexit, a 

prospective home for the 

new arm was the UK, but 

the firm has since been 

analysing Luxembourg, 

Ireland and Italy. Even so,  

it hasn’t ruled out  

the possibility of a  

British branch. 

If a licence cannot be 

issued, De Michelis says 

they will look into buying 

a company or entering into a joint venture to gain a 

European passport. 

Plans are under way, De Michelis says. ‘In one year, 

we should have decided everything. It is something we 

have already started and I would love to do.’

De Michelis hopes to one day list Frame on a 

stock exchange as he says it would be a personal 

accomplishment to create a publicly owned company. 

‘Buying a company – starting from zero and then 

being able to list it – is a real dream of mine.

‘I want to remain a boutique but give investors the 

opportunity to buy and sell shares. Transparency is 

really challenging.’

Looking ahead, 48-year-old De Michelis sees the 

next 10 years as a critical time to push himself in his 

professional life. 

Expanding in the right way is crucial for Frame Asset 

Management, as its mid-size offers big opportunities 

but also perils. 

The company has grown to an unprecedented size of 

just over $1 billion.

‘When I bought Frame 10 years ago, I didn’t think I 

would build a company like this, I thought it would be a 

boutique but I didn’t expect 

to grow to such a level. 

‘The first lesson is always 

be open minded and flexible. 

Don’t be afraid to change 

your opinion or idea about 

someone.’ 

The first to share De 

Michelis’s idea and believe in 

the project was former BNL 

colleague, Danilo Cuttica, 

who helped him set up the 

company. Ten years on, 

expansion is well under way. 

But the manager says the 

best part has been the time 

he has shared with his team.

‘Travelling in Europe and the US with your friends to 

meet managers is tough but I enjoy it.’

Now the business has grown, De Michelis says 

dynamics have changed, but he will always relish the 

memories and friends he has made through buying 

Frame AM. 

Manoeuvring a rapid expansion, weathering storms 

and always setting sights on higher goals, it seems 

the secret ingredient to the success of Frame Asset 

Management is taking the time to enjoy the ride. 

‘It was so beautiful to create something with 

colleagues and friends, and that is priceless.’

‘We are facing the chance 
that the UK may cut fiscal 
stimulus after Brexit. What 
we need in Europe is not more 
austerity but fiscal deficit, in 
a Keynesian approach’
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