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Asset Management Challenges 
 

Many organisations undertaking the management 

of assets may well agree that the last few years 

have been a challenge when considering how to 

apply finite IT and operational development 

budgets to enhance their business.  

For some, the   reality   is   that   there   simply   isn’t  

enough budget to even consider enhancements to 

current processes and the supporting technical 

architecture.  
 

There appears to be never-ending requirements 

to address regulatory demands associated with a 

multitude of directives such as: the Alternative 

Investment Fund Managers Directive (AIFMD) 

(although the deadline by which funds must apply 
for status as an Alternative Investment Fund 
Manager (AIFM) is now upon us) - the European 

Markets Infrastructure Regulation (EMIR), aimed 

at reducing risk and increase transparency in the 

over-the-counter (OTC) derivatives market - 

Foreign Account Tax Compliance Act (FATCA) 

that will impose significant penalties on foreign 

financial institutions that fail to agree to conduct 

due diligence on all investors is affecting many 

organisations and the Capital Requirements 

Directive (CRD IV) are just a few initiatives that 

require significant  investment in time and money.  
 

If you add to this the ‘run   the   bank’   necessities  

and technology maintenance/upgrades, the 

thought of real innovation in any other areas is 

almost impossible to consider.  

 

Such battles to simply stay afloat with everything 

that needs to be addressed, along with the 

budgets allocated to these tasks mean that some 

organisations have seen very little change or 

innovation that actually takes the business 

forward.  

A sense that we are pretty much at a stand-still 

with developments that improve the way a 

business functions is common and there is a view 

that the ‘light at the end of the tunnel’ does not 

shine brightly. Furthermore, the pipeline of work 

associated with being able to stay compliant with 

local, regional and global regulatory demands 

suggests that this position is unlikely to change in 

the near future.  
 

Ask nearly anyone in an asset management 

organisation if they believe current technology 

developments are truly going to add value to the 

operations and revenues of the business and they 

may well have doubts.  
 

There are very few buy-side organisations that 

would claim to have technical architecture that is 

flexible and versatile enough to meet all future 

demands; coupled with the recognition that asset 

class investments are diversifying and growing in 

complexity. For more than twenty years, ancillary 

databases and spreadsheets have been utilised 

to plug gaps; the exposure to errors (human or 
technical) and the inability to prove transparency 

and risk controls are limitations that cannot 

continue indefinitely.  

“…  there  simply  isn’t  enough  budget  to  even  

consider enhancements to current processes and 

technical architecture.” 

“…  the  ‘light at the end of the tunnel’ does not 

shine brightly …  this  position  is  unlikely  to  change  

in  the  near  future.” 

“…  there  simply  isn’t  enough  budget  to  even  

consider enhancements to current processes and 

technical  architecture.” 



 

© 2014 Pentagon Consulting Ltd                Page 3 of 5 

Demands for more accurate and effective, 

aggregated data to support front office and 

dealing activities, along with greater compliance 

necessities, all add up to challenges that some 

organisations simply cannot address any time 

soon. With more legal entities associated with 

complex transaction types, the technology 

platforms currently in place are simply not 

designed to support the variables required in data 

terms.  

 

A View from a Securities/Fund Services 
Perspective 
 

It is fair to say that the securities and fund 

services companies in this arena are all impacted 

by constant obligations to adapt their technology 

and processes to meet the complex requirements 

of clients and the regulators. However, they are 

equally aware of the need to continuously improve 

or enhance their service and product proposition 

capabilities.  

There certainly appears to be a significant 

difference in the number of parallel programmes 

of work being undertaken or considered in the 

next five year pipeline. Many of the primary 

leaders in this space recognise that organisations 

which currently self-manage back and middle 

office operations are truly feeling the pain of 

simply trying to keep up with mandatory 

technology changes and the number of future 

outsourcing activities will inevitably increase.  

 

 

Are Products and Services Changing? 
 

Surprisingly, there are buy-side organisations that 

believe securities and fund services organisations 

offer fairly standard process coverage only, when 

considering services and products - Custody and 

portfolio/fund accounting are commonly recognised, 

along with transfer agency services. Middle office 

services are sometimes thought to encompass fairly 

standardised processes, such as: trade processing, 

reconciliations, corporate actions, etc.; and many 

such functions are already reasonably automated 

within asset management organisations.  

However, products associated with data 

management, reporting, alternative investments 

management, collateral and cash management, as 

well as unit dealing facilities (just to name a few) are 

being developed and enhanced at many of the 

securities and fund services houses at a rate and 

complexity that simply cannot be matched by many 

buy-side organisations.   

 

Major Developments 
 

One major area of focus for nearly all securities and 

fund services organisations is the provision of more 

intricate and manageable data.  

 

Information delivery historically was an area that 

many clients suggested was flawed or inadequate; 

including the provision of new and versatile bespoke 

reports.  

 

“…There certainly appears to be a significant 

difference in the number of parallel programmes 

of work being undertaken or considered in the 

next five year pipeline..” 

“Products…are being developed and enhanced at 

many of the securities and fund services houses at a 

rate and complexity that simply cannot be matched 

by many buy-side organisations. ” 
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Most securities and fund services providers 

recognised that this challenge needed to be 

addressed to support current demands, before the 

pipeline of services directed towards the front office 

could be fully realised. The days of file transfers, 

based on close of business data, are numbered. 

Whether the array of data is being expanded or the 

degree of sophistication is growing, data provision is 

becoming a critical element of the outsource service 

proposition.  

 

Outsourced operations are no longer simply 

something done in the background (or over the 
fence), where processes are transferred from a 

clients’  operational   team  to   ‘an outsourcer’; now the 

interaction between the parties has become a 

significant factor.  

Many of the securities and fund services 

organisations are migrating up the food-chain in the 

processing lifecycle; moving beyond the middle 

office towards the front office and the boundary lines 

of  ‘what can be outsourced?’  is being challenged.  

 

In order to support sophisticated front office needs   

managers of assets need more effective and 

manageable aggregated data; often based on a 

combination of many data sources.  

 

Some securities and fund services organisations 

have or are working on applications that can or will 

be used directly by clients to support a multitude of 

front office functions, whilst depending on improved 

data provisions to more effectively manage other 

process functions.  

Some organisations are developing report navigation 

and production tools that enable clients to create 

and manage reports, via a user gateway and look-

through/drill-down facilities are becoming a key 

market requirement.  

 

Solutions are being created that combine multiple 

data sources into singular data marts, which will 

enable   clients   to   ‘slice   and   dice’   aggregated   and  

comprehensive information.  

 

Clients will be able to merge multiple asset 

managers, hedge fund data, fund accounting data 

and TA data, etc. where they utilise multiple services 

from their providers. This area is moving towards a 

view of data whereby a client can manipulate and 

‘re-run’  scenarios of their choice.  

 

Client based dashboards are being developed that 

incorporate securities services data, client data and 

market   data   in   a   single   application.   ‘Dashboard  

Apps’   are   in   development   (predominantly for Apple 
products, but with other platforms such as Android 
being a secondary target). They incorporate news 

and client reports that are interactive; a major step 

forward in hand-on data utilisation.  

“Many  of  the  securities and fund services 

organisations are migrating up the food-chain in 

the processing lifecycle...  ” 

“…areas considered  to  be  ‘value  add’ options that 

could raise the profile of the service providers 

supporting the front office with product offerings 

that  are  ‘tangible’,  as  opposed  to  processes  that  

run in the background....  ” 

“…look-through/drill-down facilities are becoming a 

key market requirement....  ” 
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These, as well as many other developments, are 

areas considered  to  be  ‘value  add’ options that could 

raise the profile of the service providers; supporting 

the front office with product offerings that are 

‘tangible’,   as   opposed   to   processes   that   run   in   the  

background and are somewhat transparent to 

clients. 
  

In some securities and fund services companies, 

advanced risk analytics are under development. 

Rule-based dealing facilities are in the pipeline 

because many such organisations already have 

dealing facilities in-house and are investigating how 

this could be segregated as a service to minimise 

client internal dealing overheads.  
 

Enhanced collateral management is also under 

consideration,   offering   active   ‘rules   driven’  

management as an outsourced service to enhance 

‘passive’  collateral  management  services,  which  are  

dependent on instructions from a client.  

 

Engaging Clients  

It is interesting to see the early involvement of some 

clients to support the creation of new products or 

services. Some securities and fund services 

organisations are  actively   ‘partnering’  with  clients  or  

groups of clients; even including them in system 

selection exercises, with a view that clients may 

have more direct knowledge of the business needs 

(particularly when considering new product/service 

areas). New product developments cost significant 

amounts to support, so any collaboration that results 

in solutions that truly meets the requirements of 

clients  must  surely  be  a  good  thing… 
 

Conclusion  
 

This is only a snapshot of some of the developments 

underway in the securities and fund services arena 

and obviously the exact nature of activities within 

each organisation differs significantly.  

 

Are there challenges in supporting multiple 

developments in a time when budgets are restricted 

across the globe? Of course there are, and the 

pressure to continually enhance solutions is very 

apparent, but most of the securities and fund 

services providers recognise the need to continually 

evolve products that will accommodate future client 

demands. 

 

The reality of the size of these organisations, their 

global footprint, coverage and expertise suggests 

that most buy-side organisations could not develop 

and deliver ‘real value-add solutions’ at the same 

rate that the service providers can.   

 

It is important to say that such product developments 

are rarely going to be positioned as menu driven 

choices. Clearly, there are many products that 

require full-outsourcing before they can be 

effectively offered, but the benefits may well make 

such decisions easier to consider.  

 

Obviously, the vision of products and services is an 

ever-evolving process in securities and fund services 

organisations, but such activities could ultimately be 

the drivers for change for managers of assets that 

feel they are standing still with developments or they 

are restricted by technology and resources that 

simply will not adapt to future needs.  

 

Outsourcing is not the only answer, but it is one that 

may require fresh thought when the timing is right.

 

“…early involvement of some clients to support the 

creation of new products or services....  ” 


