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Bank treasury departments are battling a 
perfect storm of pressures. The 
combination of onerous, multi-layered 
regulations, instrument and trading 
landscape complexity, legacy systems and 
intense cost focus is putting huge strains 
on their middle- and back-office 
operations infrastructures and personnel. 
And the challenges continue to grow.

How banks respond will be vital. Doing 
nothing, or the bare minimum to get by, is 
increasingly perilous. Instead, treasury 
departments need a strategic solution that 
can efficiently address these problems. 
Without it, banks will struggle to manage 
their risks and enhance their 
competitiveness in the years ahead.

A world of complexity

Banking has become progressively 
globalized, technology dependent and 
regulatory focused. Functioning in this 
evolving landscape brings multifaceted 
difficulties and demands. Among the most 
important are: 

Data management

The biggest challenge facing most banks 
today is data capture and aggregation—
especially to support their regulatory 
reporting responsibilities, and to monitor 
and manage their various market, 
counterparty and liquidity risks. 

Over time, institutions typically will have 
accumulated a collection of disparate 
systems, brought in to trade different 
instruments or fulfill specific functions in 
the processing chain. In many cases, this 

spaghetti infrastructure is further 
complicated by a tangle of additional 
technology platforms inherited from 
previous mergers or acquisitions. 

Extracting, enriching and collating the 
necessary data from this medley of 
systems, and running reconciliations 
across counterparties and service 
providers to establish the accuracy of that 
data in order to generate timely, detailed 
reports is a huge and growing task. And 
with regulators across the globe 
demanding rapid and comprehensive 
insights into each firm’s positions, 
exposures and risks, that challenge is 
becoming ever more pronounced. 

With the introduction of post-financial 
crisis regulations such as Basel III, and 
revised international accounting standards 
on fair value measurements, valuation 
calculations and disclosures are also under 
intense scrutiny. To satisfy their 
accounting, risk management and 
reporting requirements, banks need 
transparent, documented and consistent 
valuations methodologies they can apply 
across instrument types and markets. 

Asset class diversification

The prolonged low-interest rate 
environment has depressed yields across 
markets, while new regulations have 
imposed limitations on banks’ trading 
activities. In the hunt for returns, bank 
treasury departments therefore need the 
flexibility to invest in different markets and 
(sometimes esoteric) instruments to take 
advantage of opportunities wherever they 

arise. In many cases though, banks may be 
held back by a lack of system functionality 
and the relevant operational expertise to 
trade, process, value and report on these 
transactions. 

Future-proofing technology 

The pace of technology innovation 
continues to accelerate. The problem 
facing banks is how to future proof your 
operations when technology is ever-
changing, costs are rising and revenues are 
under pressure. 

Historically, institutions have tended to try 
to live with old technology as long as 
feasible, until forced to implement large IT 
projects made more complex by the need 
to replace or upgrade a hotchpotch of 
different systems and antiquated 
technologies. But to thrive in a rapidly 
changing world of new regulations, 
evolving instruments, and shifting trading 
relationships and venues, keeping abreast 
of these new technologies will become an 
ever-greater imperative.

Competition and costs 

Heightened regulatory burdens, 
compressed margins and lackluster returns 
on equity continue to force banks around 
the world to reassess their business 
models. Should they have global 
ambitions, be niche providers to specific 
customer sets, or focus on multi-tiered 
activities for limited local or regional 
markets? For Nordic banks with a relatively 
small domestic client base, identifying 
strategies that will help you grow your 
business is especially important. 

Doing nothing, or the bare minimum to get by, is 

increasingly perilous. Instead, treasury departments need 

a strategic solution that can efficiently address these 

problems. 
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Whatever your individual strategy, each 
bank will face intense competition for 
market share going forward, be it from 
existing banks or emerging fintech 
entrants. Along with initiatives to foster 
top line growth, banks will need to cut 
additional costs if they are to improve 
profitability and enhance their shareholder 
attractiveness. 

Response options

Confronted by these challenges, banks 
have three choices. 

1—Maintain the status quo by 
propping up aging systems and 
plugging process gaps with manual 
workarounds

Tactical, ad hoc maintenance efforts may 
be less disruptive and expensive in the 
near term. Project scoping and 
implementation is kept to a minimum, 
avoiding the difficulties and potential 
failure points associated with complex, 
resource-heavy IT and operational 
revamps. 

Over time though banks will struggle to 
keep costs down, and contain the diverse 
and omnipresent risks. A non-strategic 
approach will lead inexorably to an erosion 
of competitiveness and lack of agility, an 
inability to take advantage of 
opportunities as they arise and deliver 
effective support to the wider bank. 

2—Progressively invest in new systems 
and more efficient processes

A proactive investment program will take 
a significant commitment of time, 
personnel and financial resources. 
However, for those banks with the scale, 
budgets, and in-house IT and operations 
expertise to reconfigure and maintain their 
environments, the risk reductions and 
return on investment could prove sizable. 

3—Outsource non-essential functions 
to a third party

For most banks’ treasury divisions, 
middle- and back-office processing is not 
a core competency. And as the required IT 
investment ratchets up, regulatory 
demands increase, and processing times 
become more compressed, it is becoming 
ever less so. 

By handing off these challenges and pain 
points to an expert third-party partner, 
banks can turn their burdensome fixed 
costs into a lighter variable cost, minimize 
their operational and regulatory risks, 
enhance their responsiveness and 
business agility, and free precious internal 
resources to focus on those activities 
where they can add the greatest value. 

Outsourcing rationale

Competitive pressures and regulatory 
demands are squeezing the margins for 
error. Initiatives such as Basel III and MiFID II 
are reshaping the landscape in which bank 
treasury departments operate, and it is 
impossible to predict what further 
changes will emerge over time. Meanwhile, 
the operational and IT expertise and 
sophistication it takes to thrive against this 
backdrop are increasingly at a premium. 

Excellence will be more important than 
ever. So it makes sense to focus. 

Outsourcing some or all of the middle- 
and back-office activities that support 
banks’ treasury processes is a low risk, low 
cost way to keep pace with rapid industry 
changes and remain competitive. The right 
outsourcing partner will continually invest 
in their platform, future proofing it to 
enable users to stay abreast of market 
developments at lower cost than they 
could achieve independently. In addition, 
an integrated, modern architecture will 
make it easier to collate and distribute 
relevant data for internal bank 
consumption and regulatory reporting 
purposes.

Outsourcing can also help banks become 
more agile. Any time new instruments 
emerge, or the treasury team opts to invest 
in a different market or security type, they 
will no longer be constrained by the need 
to build the system infrastructure to 
support it. Instead, they will have the 
operational flexibility to move quickly to 
take advantage of opportunities as they 
come along. 

Outsourcing some or all of the middle- and back-office 

activities that support banks’ treasury processes is a 

low risk, low cost way to keep pace with rapid industry 

changes and remain competitive.
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Choosing the right 
outsourcing provider 

Outsourcing can have a substantial 
impact on your treasury department’s 
operational costs and ability to execute 
investment strategies, so it is vital you pick 
the right partner.

Service flexibility

Outsourcing may be a major decision for 
your business, but it need not be an 
“either/or” proposition. Providers should 
be able to offer a full spectrum of services, 
as well as giving users the flexibility to 
adopt a component-based approach 
where that makes most strategic sense. As 
the bank’s business grows and needs 
change, the flexibility to expand an 
outsourcing agreement without switching 
vendors can also be invaluable in time and 
cost savings.

Technology sophistication

To maximize the service improvement and 
cost reduction potential that outsourcing 
affords, service providers need a 
sophisticated, end-to-end, multi-asset 
class and multicurrency technology stack 
purpose-built to deliver true operational 
efficiencies, scalability and failsafe business 
continuity. And this should be under their 
full control. If an outsourcing vendor relies 
on third-party software, hardware or 
services to deliver some portion of an 
outsourcing agreement, this 
fragmentation can increase exposure to 
operational risk and limit flexibility. 

In such a dynamic industry, providers 
must also demonstrate a clear 
commitment to continue investing in 
their platform for the future.

Expertise

A proven track record is crucial. The ability 
to support sophisticated investment 
strategies and trading activities across 
instruments and markets takes extensive 
global expertise, experience and 
economies of scale. This needs to be 
combined with a local presence and 
commitment to the region and industry, 
to ensure the provider has comprehensive 
knowledge of its clients’ home markets, 
and that it will continue to be a trusted 
partner for the long haul. 

Transparency

Post-financial crisis, transparency has 
become a critical regulatory and client 
requirement. Rather than the transaction 
processing chain and valuations 
calculations sitting within a black box, 
when outsourcing it is vital banks retain 
access to their own data and have clear 
insights into the methodologies used. This 
means having transparency into every 
trade the treasury team holds, supported 
by up-to-date, daily reporting. 

Independence

As an external service provider, it is vital 
your outsourcing partner can be relied on 
to fully support your business and always 
act in your best interests. Trust comes not 
just from service level agreements, but 
from the assurance of true independence 
and the absence of conflicts of interest.

The business advantage

Sustainable cost savings are a powerful 
reason for bank treasury departments to 
outsource their middle- and back-office 
operations. But outsourcing can offer 
much more. Experienced service partners 
with a deep understanding of the 
regulatory landscape and evolving 
industry challenges can reduce banks’ 
risks, provide valuable operational 
guidance, and give them the agility to 
enhance their competitiveness in an 
increasingly complex business 
environment.

Outsourcing can have a substantial impact on your 

treasury department’s operational costs and ability to 

execute investment strategies, so it is vital you pick the 

right partner.



advent.com  |  advent@sscinc.com

© 2017 SS&C Technologies Holdings, Inc. WP-022-AD

SS&C—The future of middle- 
and back-office outsourcing 
services

SS&C is one of the world’s largest 
providers of outsourced operations 
support. For nearly 30 years, SS&C has 
helped clients around the globe, 
providing them with the flexibility to 
adapt to market challenges and grow 
their businesses. 

Backed by an ironclad record of service, 
support and industry expertise, SS&C’s 
services range from complete middle- and 
back-office outsourcing to best-of-breed 
component outsourcing—providing 
banks of all sizes and specialties with the 
competitive edge they need in today’s 
marketplace. Our services are powered by 
the industry’s most comprehensive 
portfolio of technology applications, with 
our software solutions hosted at world 
class SSAE16 certified data centers for 
optimal system availability and 
performance.

Backed by an ironclad record of service, support and 

industry expertise, SS&C’s services range from complete 

middle- and back-office outsourcing to best-of-breed 

component outsourcing.

For more information on how outsourcing 
can improve the performance and efficiency 
of your middle- and back-office operations, 
please contact us at advent@sscinc.com.
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