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THOUGHT LEADERSHIP FROM TECHNOLOGY LEADERS

As hedge fund and private 

equity firms expand into 

multiple lines of business, 

they are running into 

operational obstacles. This 

paper explores some of the 

challenges of strategy 

proliferation—and solutions 

for overcoming them. 

The alternative investment marketplace 
tends to reflect investor demand. For 
instance, as institutional capital began to 
dominate fund assets over the last decade, 
the industry responded by implementing 
stronger risk controls and greater 
transparency that institutions required. 
Now, in the quest for greater returns, those 
same investors are seeking to diversify 
their alternative allocations beyond hedge 
funds. The 2019 EY Global Private Equity 
Survey bears this out: while hedge funds 
still capture 40% of investors’ alternative 
allocations, the majority is being divided 
among private equity, private credit, real 
estate, real assets and other alternative 
classes. Private equity and private credit 
combined amount to nearly 30% of 
investors’ alternatives portfolios, according 
to the survey, and nearly 40% of investors 
say they plan to increase their exposure to 
private equity in the year ahead.

To capitalize on this trend (and avoid 
losing assets to competitors), firms that 
historically stayed in one lane are 
expanding into new lines of business. In 
the same EY study, nearly a quarter of the 
hedge fund managers surveyed currently 
or plan to offer private equity investments. 
One-third of private equity firms are 
branching into real estate, real asset and 
venture capital funds. And both hedge 
and PE firms are zooming in on the 
growing arena of private credit as a means 
to attract more capital.

The operational challenge

The competitive pressure to diversify into 
different asset classes poses some major 
challenges. Certainly firms have to bring 
on the expertise to manage these different 
types of vehicles, which means 
competition for talent is likely to intensify. 
But the larger and potentially more costly 
challenge is operational. Firms need 
systems that can support a variety of fund 
types and strategies that have markedly 
different accounting and reporting 
requirements. In particular, they need the 
capability to support both open- and 
closed-ended structures.

The challenge confronts both established 
and emerging firms alike. Older firms may 
be saddled with legacy or bespoke 
systems designed for their original business 

that lack the flexibility to adapt to change. 
Firms expanding into multiple lines of 
business are too often running multiple, 
single-purpose systems to support them, 
creating poorly integrated operational 
siloes that drain profitability. In the 2019 EY 
PE survey, nearly 40% of fund-firm CFOs 
said that margins worsened over the 
preceding two years, and a like number 
identified technology as their top priority 
for dealing with margin erosion.

For younger firms, the challenge is to 
avoid getting boxed in with a system that 
suits today’s needs but won’t allow for 
future expansion. Technology choices at a 
firm’s inception may well determine 
whether the firm will grow with a 
changing market or hit a roadblock in very 
short order.

Technological transformation 
is imperative

The answer to these challenges is readily 
apparent. If expansion into new asset 
classes is the key to growth, a technology 
platform that can support multiple fund 
types, strategies, and both closed- and 
open-ended structures across all asset 
classes is essential for executing an 
expansion model efficiently and profitably. 

Though there is always an upfront 
implementation expense in the transition 
to a new platform, firms that successfully 
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consolidate their portfolios on a single 
platform should start seeing a payback in 
the form of stronger margins. Moreover, 
they will be better positioned to compete 
for capital, as they can service investors 
across multiple strategies more efficiently, 
and they have the agility to respond more 
quickly to changing marketplace demands.

In its 2018 “Asset and Wealth Management 
Revolution” study, PwC cited digital 
transformation as a “do or die” proposition: 
“investing in digital technologies is critical 
to cutting costs and improving operations, 
and therefore margins. Managers with 
legacy systems need to become state-of-
the-art… Uncompetitive firms that haven’t 
invested in technology and have survived 
despite poor investment performance will 
find themselves orphaned with few, if any, 
strategic options.” 

The EY Global PE survey, however, notes 
that many firms are already “looking to 
deploy cutting-edge technology, taking 
the view that improving operations is not 
just a cost, but also an opportunity to adopt 
strategic, integrated digital IT systems that 
will help to accelerate growth.”

Managing multiple strategies 
on a single platform

Once firms recognize the need to adopt 
new technologies to support an 
expansion model, they face another 
conundrum: very few solutions exist that 
can support multiple fund types, 
strategies and structures without a 
patchwork of costly custom integrations. 
The most notable exception is SS&C 
Advent’s Geneva® platform. Designed to 
support complex, multi-asset and 
multi-currency strategies, with built-in 
support for both open- and closed-ended 

fund structures, Geneva is the one 
solution that enables fund managers to 
trade in, account for and report on virtually 
any alternative fund type. 

Well known and widely used in the hedge 
fund arena, Geneva has evolved with the 
alternative segment, and today spans 
private equity, private credit, real estate 
and real assets in addition to hedge funds. 
Geneva gives firms the flexibility to pursue 
new strategies and diversify their lines of 
business as opportunities arise, without 
the need for expensive and inefficient 
integrations, while providing the 
transparency and reporting detail that 
investors demand.

The outsourcing option

For firms interested in pursuing an 
expansion model but limited by their 
current technology, outsourcing may be a 
way to affect change quickly and 
smoothly, without incurring additional 
infrastructure investments. Private equity 
firms have been slower to adopt an 
outsourcing model compared to hedge 
funds, the EY study notes, but that appears 
to be changing. Outsourcing to a provider 
with a ready-built technology platform 
and proven infrastructure can remove 
operational impediments to expansion 
while allowing firms to focus their energies 
on strategies rather than operations.

SS&C Advent offers a number of options 
across the outsourcing spectrum, 
including full-functionality cloud 
deployment of Geneva, outsourced 
middle- and back-office operational 
services such as reconciliation, reporting, 
or data processing, and co-sourcing 
arrangements. The combination of 
technology and operational outsourcing 
frees up internal resources to focus on 
higher-value activity. In addition, firms that 

outsource with SS&C Advent can be 
confident they always have access to the 
latest features and functionality of Geneva, 
without fear of falling behind as 
technology accelerates.

Opportunities create challenges, and vice 
versa. The opportunity for hedge fund and 
private equity managers today 
necessitates they meet the investor 
demand for diversified fund allocations. 
The challenge is having a technology 
infrastructure that enables them to 
support that demand efficiently and 
profitably. The optimal solution is a single 
technology platform capable of seamlessly 
supporting any fund type in which 
investors want to invest. Firms that can 
deliver on that promise stand to gain a 
clear competitive advantage in a rapidly 
changing marketplace. The good news is 
that such a solution already exists in SS&C 
Advent’s Geneva platform. 

About SS&C Advent 

Advent, a business unit of SS&C, is helping 
over 4,300 investment firms in more than 
50 countries—from established global 
institutions to small start-up practices—to 
grow their business and thrive. Delivering 
unparalleled precision and ahead-of-the-
curve solutions for more than 30 years, we 
help our clients minimize risk, work 
together seamlessly, and shape the future 
of investment management. For more 
information visit www.advent.com. 
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