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Outsourcing Across The Buy Side

Introduction

Outsourcing commoditized—and in some cases mission-critical—business processes 
and technologies to specialist third parties is an integral part of the global investment 
management industry. The premise is simple: it is difficult for a buy-side firm to justify 
managing a business process or technology in-house if a suitable alternative is available 
from a specialist third party. This rationale holds true for all buy-side firms, regardless of 
their technology expertise, budget or sophistication.

However, there is one key proviso: the outsourced business process or technology 
must be at least as good as—if not better—in efficiency, accuracy and overall quality 
than the incumbent business process or technology being managed in-house. If the 
outsourcing partner cannot guarantee an improvement in key performance indicators 
or through detailed and specific service-level agreements (backed up by references), 
the outsourcing proposition cannot be seriously entertained. While cost reduction is 
always a key consideration in this context, it would be operationally and reputationally 
damaging for any buy-side firm to outsource a business process or technology if 
the primary driver were cost reduction but the resulting collateral damage is reduced 
efficiency and quality. 

It should also be borne in mind, however, that while outsourcing business processes to 
a specialist third party is usually more cost-effective than managing them in-house, that 
isn’t always the case. But what outsourcing does allow buy-side firms to do is focus 
more of their personnel and resources on their primary business function—making the 
most judicious business and investment decisions on behalf of their end-investors.

This paper investigates the extent to which firms have embraced outsourcing across 
the industry, key benefits they can reasonably expect on the back of outsourcing 
business processes and technologies to a specialist third party, potential drawbacks 
of outsourcing practices and what they are looking for when it comes to vetting 
outsourcing partners.    

Buy-side firms from WatersTechnology’s database were invited to complete this 
seven-question survey and were not hand-picked according to size, assets under 
management, investment philosophy/strategy or any other criteria, and were not 
incentivized to complete it. 



Look Before You Leap 

 WatersTechnology  I  Whitepaper  l  Sponsored by SS&C Advent 3

Key Findings

•  The vast majority (94%) of the 31 respondents to this survey were based in 
North America. 

•  The pension fund/private wealth manager segment accounted for 36% of 
respondents. Traditional/long-only asset managers accounted for 32% of 
respondents, while the alternative asset management industry (hedge funds and 
funds of funds) accounted for just under one-fifth (19%) of respondents.  

•  Just under half (45%) of respondents currently outsource some of their 
technology and data needs and are looking to extend their current arrangements, 
reinforcing the understanding that firms see significant value in partnering with 
a specialist outsourcing provider—especially on the buy side where it is difficult 
to justify developing and maintaining technology in-house when there are viable, 
more cost-effective and better-quality alternatives available. 

•  Just under one-third of respondents (32%) are looking to extend the scope of their 
current outsourcing relationships and establish new ones, while a further 29% 
are looking to extend the scope of their current relationships while simultaneously 
reducing the number of relationships they have. This finding is significant because 
it reinforces the notion that buy-side firms are looking to broaden the range of 
services they currently outsource to specialist providers, while simultaneously 
reducing the total number of relationships they have to a more manageable 
number. Broader and deeper (yet fewer) relationships appear to be the direction 
in which the buy side is moving. This is consistent with the findings from all the 
research carried out by WatersTechnology over the past 12–18 months.    

•  Cost reduction—selected by 11 respondents as their “first-round pick”—was 
the most important criterion for outsourcing data and technology needs, 
followed by access to data and technology they wouldn’t be able to develop in-
house (selected by 10 respondents). The latter finding underlines the critical role 
third-party providers can play in delivering data and technology to the buy side 
that they simply cannot develop in-house for any number of reasons, including 
technology expertise, budgetary constraints and time-to-market considerations. 

•  When it comes to what buy-side firms most value in a prospective outsourcing 
partner, the results were split between experienced staff that understand their 
culture, business and aims, and the provider’s reputation and track record of 
successful deployments, each selected by seven respondents as their first round 
picks. Pure technology considerations also featured prominently, selected by 
five respondents. 

•  As for the key drawbacks firms associate with outsourcing, vendor lock-in was 
by far the most critical issue, selected by just under half (14) of all respondents, 
indicating just how important it is for firms to select a provider they can trust. 
Providers’ track records of managing successful, long-term outsourcing 
relationships with happy clients, and their flexibility, reliability and general 
amenability are similarly crucial in this context.
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Outsourcing Across The Buy Side

Respondents

Question 1 of the survey focused on respondents’ locations, the results of which 
show that the majority were based in the US (94%), while the remainder were based 
across Europe, the Middle East and Africa. The reason for the heavy North America 
bias is that it is SS&C Advent’s primary market, which the survey specifically focused 
on. Question 2 focused on the types of buy-side organizations respondents work at. 
Surprisingly, more than one-third of respondents (36%) work in the pension fund/private 
wealth manager sector, which, compared with the traditional asset management sector, 
is significantly smaller in terms of total entity numbers. The next largest cohort was 
that of the traditional/long-only asset management sector, comprising 32% of survey 
respondents, followed by hedge funds and funds of funds on 19%, a healthy sample 
size considering the modest size of the alternative asset management industry relative 
to that of the traditional asset management industry. 

1  Where is your 
organization based?

 North America 
 Emea

94% 

6% 

2  What type of buy-side firm 
do you represent? 

 Pension fund/private wealth manager 
 Traditional/long-only asset manager 
 Hedge fund/fund of funds 
  Private equity firm/ 
sovereign wealth fund 

32% 

19% 

36% 

13% 
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Current Outsourcing Practices

Question 3 focused on respondents’ current outsourcing strategies, with just under 
half of all firms (46%) indicating that they outsource some of their technology and data 
needs, but that they’re looking to extend their current strategies. This finding is consistent 
with those carried out by WatersTechnology over the past two years, where appreciable 
numbers of firms on both sides of the market have indicated a proclivity for extending 
their outsourcing relationships and would continue to do so for the foreseeable future. 

Question 4 sought to gauge firms’ future outsourcing plans, the results of which 
build on those from question 3. Marginally less than one-third of respondents (32%) 
reported that they are currently looking to extend the scope of their current outsourcing 
relationships and establish new ones, while 29% of respondents are looking to 
extend the scope of their current relationships, while reducing the total number. The 
latter finding is especially significant because it underlines the value of outsourcing 
relationships for certain buy-side firms, while emphasizing the growing trend of firms 
looking to maintain fewer ‘high-value’ relationships with partners they know and trust. 

3  Which statement 
best describes your 
organization’s current 
outsourcing situation?

  We outsource our technology and 
data needs wherever possible
  We outsource some of our 
technology and data needs, 
but are looking to do more
  We outsource some of our 
technology and data needs, 
but are not looking to do more
  We outsource very little of our 
technology and data needs

13% 

45% 

29% 

13% 

4  Which statement 
best describes your 
organization’s future 
outsourcing plans? 

  We’re looking to extend the scope of 
our current outsourcing relationships 
and establish new ones
  We’re looking to extend the scope of 
our relationships while reducing the 
total number
  We are not looking to make 
any changes 
  We’re looking to end some 
outsourcing relationships

32% 

29% 

19% 

19% 
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Outsourcing Across The Buy Side

Benefits

Question 5 focused on the 
perceived benefits respondents 
associate with outsourcing. 
It was the first of three 
consecutive questions that 
required respondents to select 
all options and rank them 
in order of importance. The 
findings show two options to 
be the clear favorites: cost 
reduction (selected by 11 
respondents as the option they 
most value), followed by increased access to data and technology they wouldn’t be 
able to develop/source in-house (selected by 10 respondents). As mentioned in the 
introduction to this paper, cost reduction is all well and good, as long as its pursuit 
doesn’t compromise the overall quality of the technology or business process 
that is outsourced. As for access to data and technology firms couldn’t develop 
in-house, that has traditionally been a big driver for buy-side firms partnering with 
third-party specialists, which, when added to the ancillary advantages of time 
to market and the widespread availability of cloud-based services, makes for a 
compelling argument.    

5  What are the key reasons for and benefits of outsourcing?

Respondents were invited to rank each option on a scale 
of 1–6, with 1 indicating the most important and 6 the least

1 2 3 4 5 6

Greater access to data/technology 10 5 7 7 1 1

Cost reduction 11 7 4 3 4 2

Reduced operational complexity 2 4 9 6 7 3

Reduced time to market with new 
functionality/technology/data

4 3 4 7 6 7

Enhancing our reputation by 
partnering with market leaders

2 7 5 5 4 8

Enhanced operational resilience 2 5 2 3 9 10

“Cost reduction is all well and good, as 
long as its pursuit doesn’t compromise 
the overall quality of the technology or 
business process that is outsourced.”
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Partners

Question 6 focused on what respondents most value when vetting potential outsourcing 
partners. As with the previous question, respondents were asked to select all options 
and rank them from most important to least important. The results show the importance 
of outsourcing providers’ staff members (in terms of industry knowledge, experience 
and domain expertise), and their reputations and industry track records, with seven 
respondents opting for each of those options. The next most important criterion was that 
of pure technology considerations, selected by eight respondents as their second-choice 
favorite, while significantly an additional six respondents cited “experienced staff” as 
their second-choice favorite, emphasizing the key role staff members play in establishing 
partnerships with buy-side firms. Providers would do well to take note of these findings.

The final question of the survey focused on what respondents consider the major 
drawbacks associated with the outsourcing model, with vendor lock-in emerging as the 
overwhelming favorite. Providers would do well to take notice of this trend too, given its 
importance to large numbers of buy-side firms. There have been examples in the past 
of firms stepping back from large, potentially lucrative outsourcing deals at the eleventh 
hour due to what they perceived as overly punitive break clauses and vendor inflexibility 
in the small print of their outsourcing agreements. These relationships tend to be 
complex, multi-year deals, and buy-side firms need to feel comfortable that they are as 
much partnerships as business arrangements/agreements.  

6  What would your organization seek in an outsourcing partner 
or service provider?

Respondents were invited to rank each option on a scale 
of 1–6, with 1 indicating the most important and 6 the least

1 2 3 4 5 6

Pure technology considerations 5 8 8 1 6 2

Experienced staff that understand 
our culture, business and aims

7 6 3 3 6 5

Reputation and track record 
of successful deployments

7 5 4 9 2 3

Pure price considerations 4 4 3 6 7 6

Ease of deployment/ 
time-to-market considerations

3 3 6 8 3 7

Investment transparency and  
a roadmap for future development

4 4 6 3 6 7
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Outsourcing Across The Buy Side

Conclusion

There is little doubt that 
outsourcing certain business 
processes, technologies 
and data provision to an 
organization whose core 
business is to provide such 
services makes sense for 
large numbers of buy-side 
firms. The findings from the 
survey underpinning this paper 
illustrate this point. However, 
there are critical hurdles that 
need to be negotiated before 
any such moves can be 
seriously contemplated—chief among which is quality. In this respect, the vendor’s 
industry reputation, track record of managing successful outsourcing relationships and 
flexibility and general amenability are key—and are issues that not all providers fully 
appreciate. The outsourcing industry is likely to produce winners and losers in the years 
ahead, of that there is little doubt. The providers that thrive will be those that can marry 
the “hard” business outsourcing qualities of price, reliability, technology expertise and 
operational efficiency with the “soft” qualities of establishing and maintaining good 
relationships— and, by doing so, keeping clients happy.

7  What the the key drawbacks associated with outsourcing?

Respondents were invited to rank each option on a scale 
of 1–6, with 1 indicating the most important and 6 the least

1 2 3 4 5 6

Unforeseen/hidden costs 3 0 9 12 5 1

Vendor lock-in 14 0 6 7 2 1

Loss of control over 
key business processes

7 4 5 5 5 4

Security 1 10 3 3 6 7

Reduced operational resilience 3 6 5 2 8 6

Vendor inflexibility 2 10 2 1 4 11

“The outsourcing industry is likely 
to produce winners and losers in the 
years ahead, of that there is little 
doubt. The providers that thrive will 
be those that can marry the “hard” 
business outsourcing qualities ... 
with the “soft” qualities.
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Outsourcing Across The Buy Side

WatersTechnology’s portfolio is the market-leading industry brand serving financial 
trading firms in print, in person and online—through a print magazine, website, email 
alerts, conferences, research, training, briefings, webcasts, videos, awards, whitepaper 
lead generation and special reports.

The portfolio focuses its reporting around the topics of market data, reference data and 
technology for the buy and sell sides. Coverage serves the financial community with 
independent, expert journalism and has built its reputation by providing analysis and 
news covering all developments in this fast-moving business in North America, the UK, 
Europe and the Asia-Pacific region.

waterstechnology.com

About SS&C Advent

SS&C Advent helps over 4,300 investment firms in more than 50 countries—from 
established global institutions to small start-up practices—to grow their businesses, 
minimize risk and thrive. We have been delivering unparalleled precision and ahead-of-
the-curve solutions for more than 30 years, working together with our clients to help 
shape the future of investment management.

Find out how you can take advantage of our industry-leading solutions to support your 
business goals. To learn more about the right solutions and services for you, contact 
advent@sscinc.com

For more information contact your SS&C Advent representative or email info@advent.com


