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PERSPECTIVES

PERSISTENT AND 
GROWING CHALLENGES 
FOR REGULATORY AND 
INVESTOR REPORTING 
THAT ASSET MANAGERS 
FACE TODAY
"9 3!-5%,�+��7/.
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)N�THE�WAKE�OF�THE�GLOBAL�lNANCIAL�CRISIS��A�FEW�COUNTRIES�HAVE�MADE�SOME�EFFORTS�AT�

DEREGULATION��(OWEVER��BY�AND�LARGE��BOTH�

THE�NUMBER�AND�COMPLEXITY�OF�REGULATIONS��AND�

THE�ASSOCIATED�REPORTING�REQUIREMENTS�FOR�ASSET�

MANAGERS�CONTINUE�TO�MUSHROOM�GLOBALLY��&OR�

EXAMPLE��IN�THE�53��THE�MUTUAL�FUND�INDUSTRY�WAS�

ONLY�ABLE�TO�ELICIT�SEVERAL�POSTPONEMENTS�IN�.


0/24�REPORTING�AS�PART�OF�THE�)NVESTMENT�2EPORTING�

-ODERNISATION�!CT��3TARTING�IN�!PRIL�������MUTUAL�

FUNDS�AND�CERTAIN�EXCHANGE
TRADED�FUNDS��%4&S	�

MUST�BEGIN�TO�lLE�THEIR�.
0/24�REPORT�WITH�THE�53�

3ECURITIES�AND�%XCHANGE�#OMMISSION��3%#	�

!NOTHER�EXAMPLE�OF�A�NEW�REGULATION�THAT�IS�PILING�

ON�TOP�OF�THE�EXISTING�REGULATORY�REPORTING�REQUIRED�

FOR�SOME�ASSET�MANAGERS�IS�THE�0ACKAGED�2ETAIL�AND�

)NSURANCE
BASED�)NVESTMENT�0RODUCTS�2EGULATION�

�02))0	��4HIS�NEW�STANDARDISED�REGULATORY�DISCLOSURE�



RISK & COMPLIANCE  Jan-Mar 2019122 www.riskandcompliancemagazine.com

REQUIREMENT�AIMS�TO�INCREASE�THE�TRANSPARENCY�

AND�COMPARABILITY�OF�INVESTMENT�PRODUCTS�FOR�RETAIL�

INVESTORS��)N�ADDITION��A�LARGE�NUMBER�OF�ASSET�

MANAGERS�HAVE�BEEN�FORCED�BY�THEIR�INVESTORS�TO�

EITHER�BEGIN�OR�TO�DO�MORE�IN
DEPTH�ENVIRONMENTAL��

SOCIAL�AND�GOVERNANCE��%3'	�COMPLIANCE�REPORTING�

7HY�PERSISTENT�OPERATIONAL�CHALLENGES�
REMAIN
'IVEN�THAT�BOTH�THE�BREADTH�AND�DEPTH�OF�REQUIRED�

REGULATORY�REPORTING�AND�INVESTOR�DISCLOSURES�

CONTINUES�TO�INCREASE�UNABATEDLY��WHY�IS�IT�THAT�

MOST�ASSET�MANAGERS�ARE�STILL�SO�ILL�EQUIPPED�TO�DEAL�

WITH�THEIR�ONGOING�REPORTING��7E�HAVE�FOUND�THAT�

DElCIENCIES�IN�INFRASTRUCTURE��OPERATIONS�AND�SUBJECT


MATTER�EXPERTISE�HAVE�HAMPERED�ASSET�MANAGERS�IN�

THEIR�ABILITY�TO�HAVE�TO�SOUND��COMPLETE�AND�COST


EFFECTIVE�REGULATORY�AND�INVESTOR�REPORTING�

&ROM�OUR�EXPERIENCE��ASSET�MANAGERS�ARE�USING�A�

LARGELY�MANUAL�AND�PIECEMEAL�APPROACH�TO�MANAGING�

DATA�AND�WORKmOWS�FOR�REPORTING��4HIS�ISSUE�IS�

FURTHER�EXACERBATED�BY�MANY�ASSET�MANAGERS�

USING�%XCEL�SPREADSHEETS�AND�SIMPLISTIC�REGULATORY�

SOFTWARE�THAT�MERELY�SERVE�AS�A�BACK
END�DATA�

RECEPTACLE�FOR�REGULATORY�REPORTING��$ESPITE�WHAT�

THEY�MAY�ADVERTISE��THE�TYPICAL�REGULATORY�REPORTING�

SOFTWARE�USED�BY�MANY�ASSET�MANAGERS�IS�NOT�

USEFUL�IN�AGGREGATING�AND�CURATING�DISPARATE�DATA�
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FROM�NUMEROUS�SOURCES��SUCH�AS�PRIME�BROKERS��

ADMINISTRATORS��ACCOUNTING�SYSTEMS��SPREADSHEETS�

AND�RISK�MANAGEMENT�SYSTEMS��0ROPER�DATA�

AGGREGATION�AND�CURATION�IS�THE�MOST�ESSENTIAL�

FOUNDATION�FOR�SOUND�REPORTING��WHICH�WE�HAVE�

FOUND�MOST�ASSET�MANAGERS�LACK�

&URTHERMORE��MANY�ASSET�MANAGERS�LACK�THE�

NECESSARY�INFRASTRUCTURE��SUCH�AS�A�ROBUST�DATA�

WAREHOUSE��RISK�MANAGEMENT�SYSTEMS�

AND�QUALIlED�AND�EXPERIENCED�STAFF�

TO�PROPERLY�PERFORM�THE�WIDE�ARRAY�OF�

REGULATORY�AND�INVESTOR�REPORTING�THAT�

ASSET�MANAGERS�MUST�DO�TODAY��7E�

OFTEN�SEE�lRMS�GO�THROUGH�A�lRE�DRILL�

ON�A�REGULAR�BASIS�WHERE�THEY�SIMPLY�

THROW�BODIES�FROM�THEIR�BACK�OFlCE�

AND�ACCOUNTING�DEPARTMENTS��WHO�DO�

NOT�HAVE�THE�REQUISITE�SUBJECT
MATTER�

EXPERTISE��TO�DO�THEIR�EXTERNAL�REPORTING�

IN�A�MOSTLY�MANUAL�FASHION�

"ECAUSE�OF�THESE�KINDS�OF�

DElCIENCIES�FOR�REPORTING��ASSET�MANAGERS�ARE�NOT�

FULLY�AWARE�THAT�THEY�PUT�THEMSELVES�IN�REGULATORY�

PERIL�WITH�REGARD�TO�THE�ACCURACY�AND�TIMELINESS�

OF�REPORTING��&URTHERMORE��THEY�CONTINUE�TO�BE�

CHALLENGED�OPERATIONALLY�WHEN�ANY�REGULATORY�

OR�INVESTOR�REPORTING�WORK�NEEDS�TO�BE�DONE��!S�

A�DIRECT�RESULT��THE�TREMENDOUS�lNANCIAL�COSTS��

INORDINATE�AMOUNT�OF�TIME�SPENT�AND�OPERATIONAL�

RISKS�STEMMING�FROM�POOR�AND�INEFlCIENT�WORKmOWS�

CONTINUE�TO�DANGEROUSLY�ESCALATE�FOR�MANY�ASSET�

MANAGERS�

"UILD�VERSUS�BUY
7HAT��THEN��IS�THE�BEST�SOLUTION�FOR�ASSET�MANAGERS�

TO�EFFECTIVELY�DEAL�WITH�THEIR�COMPLEX�AND�EVER


GROWING�REQUIREMENTS�FOR�REGULATORY�AND�INVESTOR�

REPORTING�

)N�THE�END��THE�OPTIMAL�SOLUTION�DEPENDS�UPON�AN�

ASSET�MANAGER�S�CRITICAL�ASSESSMENT�OF�THEIR�NEAR
�

AND�LONG
TERM�REPORTING�NEEDS��AND�THEIR�INTERNAL�

CAPABILITIES�FOR�REPORTING��7E�HAVE�FOUND�THAT�ONLY�

A�SMALL�NUMBER�OF�THE�LARGEST�ASSET�MANAGERS�THAT�

ALREADY�POSSESS�THE�NECESSARY�INFRASTRUCTURE��SUCH�

AS�SYSTEMS�AND�EXPERIENCED�STAFF�AND�CONCOMITANT�

PROCESSES�AND�CONTROLS��SHOULD�BE�DOING�THEIR�

REGULATORY�AND�INVESTOR�REPORTING�BY�THEMSELVES��

4HE�MAJORITY�OF�ASSET�MANAGERS�WOULD�BENElT�MOST�

h0ROPER�DATA�AGGREGATION�AND�CURATION�IS�
THE�MOST�ESSENTIAL�FOUNDATION�FOR�SOUND�
REPORTING��WHICH�WE�HAVE�FOUND�MOST�ASSET�
MANAGERS�LACK�v

PERSISTENT AND GROWING CHALLENGES FOR REGULATORY...
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FROM�AN�OPERATIONAL�AND�COST�PERSPECTIVE�BY�UTILISING�

A�MANAGED�SERVICE�OR�A�SOFTWARE�AS�A�SERVICE��3AA3	�

SOLUTION�FOR�THEIR�REGULATORY�AND�INVESTOR�REPORTING��

AS�WELL�AS�THEIR�INTERNAL�REPORTING�

3ELECTING�THE�@RIGHT��SERVICE�PROVIDER��lVE�
KEY�CONSIDERATIONS
7E�RECOMMEND�EXTREME�CARE�IN�SELECTING�

A�SERVICE�PROVIDER�FOR�REGULATORY�AND�INVESTOR�

REPORTING��3ERVICE�PROVIDERS��SUCH�AS�FUND�

ADMINISTRATORS�AND�3AA3�lRMS��THAT�PERFORM�A�

MANAGED�SERVICES�SOLUTION�FOR�REPORTING�ARE�NOT�ALL�

ALIKE�IN�CAPABILITIES��EXPERIENCE�OR�PEDIGREE�

!N�ASSET�MANAGER�SHOULD�lRST�PERFORM�A�PROPER�

SELF
ASSESSMENT�TO�DETERMINE�ITS�IMMEDIATE�

AND�LONGER
TERM�NEEDS�FOR�REPORTING��4HIS�SELF


ASSESSMENT�CAN�BE�ALSO�BE�DONE�BY�A�QUALIlED�

AND�EXPERIENCED�ADVISER�WHO�HAS�EXPERIENCE�WITH�

REGULATORY�AND�INVESTOR�REPORTING��!FTER�A�PROPER�

SELF
ASSESSMENT�HAS�BEEN�PERFORMED�AND�THE�ASSET�

MANAGER�HAS�A�SOUND�ROADMAP�FOR�ITS�REPORTING��WE�

THEN�RECOMMEND�THAT�AN�ASSET�MANAGER�CONDUCT�

THOROUGH�DUE�DILIGENCE�ON�THE�CAPABILITIES�OF�

PROSPECTIVE�SERVICE�PROVIDERS�BEFORE�CHOOSING�ONE�

4HERE�ARE�lVE�KEY�AREAS�THAT�AN�ASSET�MANAGER�

SHOULD�FOCUS�ON�IN�ASSESSING�A�SERVICE�PROVIDER�S�

CAPABILITIES���I	�ABILITY�TO�DO�COMPLETE�DATA�

AGGREGATION��NORMALISATION��CURATION�AND�STORAGE���II	�

ABILITY�TO�PERFORM�COMPLEX�CALCULATIONS�FOR�HOLDINGS��

RISK�MANAGEMENT�AND�PERFORMANCE���III	�KNOWLEDGE�

AND�EXPERIENCE�WITH�THE�PROPER�INTERPRETATION�THAT�

SHOULD�BE�UTILISED�FOR�VARIOUS�KINDS�OF�REGULATORY�

AND�INVESTOR�REPORTING��SUCH�AS�&ORM�0&��.
0/24��

#0/�012��/PEN�0ROTOCOL��),0!�AND�SO�ON���IV	�ABILITY�

TO�REVIEW�AND�CHECK�REPORTING�CONTENT�FOR�@RED�mAGS��

BEFORE�lLING�WITH�THE�REGULATORS�OR�REPORTING�TO�

INVESTORS��AND��V	�SCALABILITY�AND�mEXIBILITY�TO�HANDLE�

NEW�lNANCIAL�PRODUCTS��AS�WELL�AS�OTHER�TYPES�OF�

REGULATORY��INVESTOR�AND�INTERNAL�REPORTING�AS�THE�

ASSET�MANAGER�GROWS�

3TRATEGIC�AND�MARKETING�IMPLICATIONS
5LTIMATELY��ASSET�MANAGERS�MUST�REALISE�THAT�SOUND�

REPORTING�FOR�REGULATORS�AND�GOOD�TRANSPARENCY�

REPORTING�FOR�INVESTORS�NOT�ONLY�LOWERS�THEIR�lNANCIAL�

COSTS�BUT�ALSO�MATERIALLY�REDUCES�THEIR�COMPLIANCE�

AND�REGULATORY�RISKS��)N�ADDITION��WE�HAVE�SEEN�

THAT�SMART�ASSET�MANAGERS�ARE�NOW�USING�THEIR�

@BETTER��REPORTING�AS�A�STRATEGIC�LEVER�AND�MARKETING�

DIFFERENTIATOR�TO�ATTRACT�AND�RETAIN�INVESTORS���RC& �

3AMUEL�+��7ON

&OUNDER�AND�-ANAGING�$IRECTOR

'LOBAL�2ISK�-ANAGEMENT�!DVISORS��'2-!	

4���������	���������
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