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Technology waits for no one 

The asset management industry is 
undergoing rapid and far-reaching client-, 
technology-, commercial- and regulatory-
driven change. To keep pace, hedge fund 
firms need to constantly review their 
businesses, service offerings, infrastructure 
and overall operating approach if they are 
to stay ahead of the curve. 

Now, more than ever, investment 
managers must adapt their business plans 
to reflect and respond to the evolving 
trends in technology, competition, client 
expectations and demographics. 
Whatever made firms successful to date 
likely won’t get them where they want to 
be tomorrow.

The progressive industry institutionaliza-
tion over the past decade has raised the 
operational and servicing bar, and that 
only looks set to continue. In its 2020 
predictions, hedge fund consulting and 
marketing firm Agecroft Partners expects 
pension funds to increase their hedge 
fund allocations in an effort to combat 
today’s interest rate lows and enhance 
returns1. But with those allocations will 
come institutional demands for greater 
transparency into portfolio composition, 
activity, risk exposures and performance.

And it is not just institutions. In today’s 
real-time, data-driven world, investors of 
all types expect instant and seamless 
access to more and better information 
about their investments. 

Demographics play a critical role here. The 
massive baby boomer generation—the 
historic sweet spot for asset managers—is 
making its way to retirement. Their 
transition from wealth accumulation to 
distribution threatens the long-term 
sustainability of firms that have relied on 
this demographic for most of their growth. 
With the greatest wealth transfer in history 
coming down the pike, firms are trying to 
figure out how to serve the tech-savvy 
next generation of investors. 

The emergence of low-cost, online 
robo-advisors—not least the behemoth 
brands such as Schwab and Vanguard that 
are gathering billions in AUM—are adding 
to the pricing pressures facing traditional 
and alternative asset managers. And a 
more complex and costly operating 
environment is compounding the fee 
compression challenge. Increased 
regulations and competition for talent are 
part of the issue. At the same time, firms 
need to reconfigure their service set to 
meet investors’ changing expectations—
including offering convenient digital 
experiences that deliver fingertip access to 
financial information and advice. 

Profitable solutions

So how can investment managers 
continue to attract and retain clients, and 
serve them profitably? 

The most effective, and sustainable 
solution is a flexible, integrated 

technology infrastructure that can deliver 
meaningful efficiencies and value-adding 
(typically digital) services. Unfortunately, 
many firms remain stuck on legacy 
platforms that are unable to deliver the 
automated, cross-asset class capabilities 
and seamless experience investors want. 

For the majority of firms, the portfolio 
management system is the hub of their 
technology platform. Yet many haven’t 
pieced their technology environment 
together. Worse, they may often still be 
using spreadsheets on the side. According 
to The Kitces Report, a popular industry 
blog, Excel spreadsheets are still 
“incredibly popular” among managers for 
everything from specialized analysis of a 
client situation to keeping track of specific 
workflows, or even assessing business 
metrics. 

The good news is that proven, integrated 
technology solutions exist, ones able to 
provide scalability, efficiencies, an 
enhanced client experience and 
compelling return on investment. Through 
a hosted cloud environment, they can also 
be more readily deployed. 

1 Top Hedge Fund Industry Trends for 2020, 
Agecroft Partners, January 6, 2020, https:// 
www.linkedin.com/pulse/top-hedge-fund- 
industry-trends-2020-don-a-steinbrugge-cfa/

Relying on outdated technology poses significant investment, client 

and regulatory perils for hedge funds. Is it time to take advantage 

of the efficiency, performance and client servicing wins that new 

technologies can bring?
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Forward-thinking managers recognize the 
benefits. They are taking advantage of the 
latest breed of sophisticated solutions to 
provide clients with a more transparent, 
responsive experience, while enhancing 
their internal efficiencies and the quality 
and scope (and thus relevance) of their 
management reporting. 

Given the client and regulatory 
imperatives, and compelling benefits on 
offer, the question the rest of the industry 
should be asking themselves is why are 
they still battling with legacy portfolio 
management and performance reporting 
systems that will condemn them to fall 
further behind? 

Eight reasons why it’s time 
to upgrade your portfolio 
management and reporting 
platform 

#1—Data management and 
governance problems 

The chief challenge disparate, poorly-
connected systems bring is in managing 
data across the organization. Firms too 
often struggle with inconsistent workflows 
across disjointed applications, which 
means spending an inordinate amount of 
time trying to validate data quality and 
resolve discrepancies manually. 

Data reliability and integrity are critical to 
business success. Clients and regulators 
want to be sure your data is accurate, 
timely and high quality. Manually re-keying 

data between systems heightens the risk 
of errors and inconsistencies, and makes it 
far more difficult (and time-consuming) to 
verify accuracy. Sub-standard data acts as 
a drag on efficiency, renders the data 
analytics capabilities that are increasingly 
central to firms’ competitive edge 
worthless, and poses significant 
reputational and operational risks. And 
with so much data flowing into managers’ 
systems from multiple sources, it is 
becoming increasingly difficult to manage. 

If your platform is unable to eliminate 
manual processes, update all data with a 
single change across systems, monitor 
data use and quality, or deliver up-to-date 
reports it’s time for a change. 

#2—Lack of integration 

Firms all-too commonly use multiple 
systems to accomplish their various 
business processes. Alongside data 
governance problems, this leads to 
operating inefficiencies, and duplicated IT 
licensing and maintenance costs. 

Industry-leading firms employ end-to-end 
portfolio management solutions that 
consolidate the work of multiple systems 
on a single platform. Open architecture 
design allows for easy integration with 
other capabilities, including CRM and risk 
analytics, to provide clients with more 
powerful servicing capabilities and deliver 
seamless, straight-through internal 
processes. 

#3—Client communications 

The trend is clear: investors want greater 
transparency. Openness and 
communication—about your liquidity 
profile, how and where their money is 
invested, where the risks lie, the 
performance you’re achieving—will be 
key to making the relationship work. Can 
you deliver?

A dry, quarterly printed report will no 
longer cut it. Instead, today’s modern 
systems leverage powerful document 
vaults and secure client portals to deliver 
product updates and portfolio information 
to clients when and how they want them. 

#4—Complex investments 

Investors (especially institutions) are 
struggling to achieve the stable, long-term 
returns they want from traditional fixed 
income/equity allocations. Many are 
turning to complex derivatives and 
alternative assets instead in the hunt for 
more attractive risk-adjusted returns, 
reliable income streams and diversification. 

Surging capital flows into private assets 
hasn’t gone unnoticed in the hedge fund 
community. In response, managers have 
been introducing hybrid fund structures 
that incorporate more illiquid assets, 
including private debt and private 
equity-style offerings. But growing 
portfolio diversity and complexity 
demands an operational infrastructure to 
match—one that can handle partnership 
accounting and servicing for both onshore 

Given the client and regulatory imperatives, and compelling 

benefits on offer, the question the rest of the industry should be 

asking themselves is why are they still battling with legacy portfolio 

management and performance reporting systems that will condemn 

them to fall further behind? 
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and offshore funds, with comprehensive 
instrument coverage to ensure high-
quality support for the full range of asset 
types. 

For example, hybrid funds need an 
integrated investment and investor 
accounting capability that can give 
investors detailed look-throughs to the 
underlying assets, and so deliver enhanced 
transparency into the portfolio 
constituents and performance. With a 
single, end-to-end portfolio investment 
and investor accounting solution, firms can 
monitor and control the relationship 
between each investor’s capital flows and 
the final investments. They can then track 
their investors across multiple investments 
and provide opt-in/opt-out capabilities on 
particular investments. They can also run 
exposure reporting showing investors 
exactly where their money is going. 

Many firms’ existing infrastructures 
struggle to integrate the investment and 
investor accounting pieces to deliver that 
look-through capability. But without it, 
firms will be saddled with manual, offline 
processes in separate systems or 
spreadsheets. 

Monitoring and managing the underliers 
within derivatives instruments poses a 
further challenge. Traditional, non-
derivatives systems are configured to 
report on a position, not something that 
underlies it. They lack the workflows to 
gather the data and the set up to manage 
the underliers, and so can’t provide 
comprehensive reports on the true 
exposure and risk.

#5—Compliance and business risks 

In the space of a decade, the hedge fund 
industry has gone from relatively 
unfettered to tightly regulated. The slew of 
(at times conflicting) national and 
international rules pose a heavy and 
growing compliance burden. Regulatory 
reporting demands have exploded. 
Examinations and audits have become a 
way of life. At the same time, 
institutionalization of the industry is 
forcing managers towards greater 
transparency and tighter controls around 
conflicts of interest, insider trading, data 
privacy and cybersecurity. 

This heavy scrutiny comes at a price. The 
latest Duff & Phelps regulatory survey 
found a third of participating financial 
services firms have allocated more than 5% 
of their overall budget to regulatory 
compliance this year2. Just under a quarter 
said the same last year. And a sixth will 
spend more than 10%.

While the expense may be unwelcome, 
the legal and reputational risks from 
compliance failures far outweigh the costs. 
Plus, as the Duff & Phelps report points 
out, regulators now expect firms to 
enhance their capabilities to automate 
compliance and market monitoring. 

Strong commercial drivers exist too. Many 
hedge fund managers recognize that 
effective, end-to-end governance 
capabilities are good for business. As 
competition for assets intensifies, 
disciplined processes and a sound 
operational infrastructure serve as an 

important qualifier in investor due 
diligence processes. 

The onus then must be on implementing 
and maintaining a strong, yet flexible 
compliance environment. That demands 
focus, an enterprise-wide commitment to 
best practices, and investment in expertise 
and technology. Replacing manually-
intensive processes with a core system 
able to automatically aggregate and 
standardize data from multiple sources will 
allow firms to save both time and money. 
Accurate information, data integrity and 
consistency will also reduce compliance 
and operational risk. 

#6—AI functionality 

Artificial intelligence, machine learning and 
natural-language processing functionality 
are at a nascent stage. But they already 
show enormous potential, with investment 
and use cases expanding rapidly. 

One of the biggest wins for hedge fund 
managers will come from automating a 
growing array of workflows, and 
identifying and resolving exceptions to 
drive processing efficiencies, reduce errors 
and eliminate repetitive tasks for staff.

Many firms’ existing infrastructures struggle to integrate the 

investment and investor accounting pieces to deliver that look-

through capability. But without it, firms will be saddled with manual, 

offline processes in separate systems or spreadsheets. 

2 Global Regulatory Outlook 2020, Duff & Phelps, 
https://www.duffandphelps.com/insights/publi-
cations/compliance-and-regulatory-consulting/
global-regulatory-outlook-2020

https://www.duffandphelps.com/insights/publications/compliance-and-regulatory-consulting/global-regulatory-outlook-2020
https://www.duffandphelps.com/insights/publications/compliance-and-regulatory-consulting/global-regulatory-outlook-2020
https://www.duffandphelps.com/insights/publications/compliance-and-regulatory-consulting/global-regulatory-outlook-2020


Powerful innovations around data 
management and analytics to help firms 
spot investment opportunities and 
improve decision making are another. 
Only AI will have the capacity to analyse 
the huge and expanding big data lakes 
and glean investable patterns from them. 
NLP can be used to read, tag and 
categorize documents such as research 
notes and company reports to improve 
decision-making processes. Meanwhile, AI 
and ML can enhance compliance and risk 
management by flagging risk breaches, 
identifying suspicious activity and 
automating reporting.

AI and ML advances will become ever 
more integral features in new technology 
developments. Hedge fund managers that 
operate without them will be at an 
increasing disadvantage in the scramble 
for alpha and investor allocations. 

#7—Support and service 

Technology is evolving fast. Yesterday’s 
cutting-edge platform is today’s 
obsolescent one. And with so much 
emphasis on R&D and continual capability 
development, some system providers 
inevitably fall by the wayside. 

When looking for technology partners, it’s 
important to be sure their service and 
support will be there when you need 
them most. Are the solutions robust and 
reliable? Can your partner provide 
responsive front-line support and 
troubleshooting? Are they constantly 
refreshing systems and developing new 
capabilities to meet your changing 
business needs? 

Leading hedge fund firms know how 
important it is to focus on selecting 
vendors with proven track records, a 
history of service and support, and an easy 
migration path to the newest versions. 

#8—Evolution of the technology 
landscape 

Many legacy systems are desktop and 
server-based—requiring investments in 
hardware, costly IT resources to update 
and customize, and ongoing maintenance 
to secure. But new platforms, new 
interfaces and new data management 
approaches are constantly moving the 
industry forward, fast. And investment 
firms need to keep up.

With security concerns surrounding the 
cloud long-since dispelled, much of the 
industry is now embracing the flexibility 
and service benefits hosted solutions can 
provide. Cloud-delivered platforms 
typically offer a streamlined IT 
infrastructure, on-tap scalability, strong 
security, minimal maintenance, simple 
integrations, easy migrations and updates, 
seamless mobile access and elegant user 
interfaces. You’ll also be able to count on 
the provider to research the latest 
technologies and innovate as part of their 
platform promise. 

Key features of an advanced 
hedge fund platform 

• Sophisticated portfolio management 
and real-time P&L, performance and 
exposure reporting capabilities in a 
single platform. 

• High-quality, daily aggregated and 
reconciled data to the asset level. 

• Comprehensive instrument coverage, 
including global fixed income, complex 
derivatives and alternative investments. 

• Support for multiple fund structures, 
such as hybrid and closed-end funds.

• Consolidated portfolio data views 
through an Investment Book of Record 
(IBOR).

• High-touch service team offering 
responsive, on-demand support. 

Embrace a more 
competitive future

Technology now permeates every aspect 
of the hedge fund management value 
chain, from idea generation and 
investment hypothesis to trade execution, 
portfolio management, regulatory 
compliance and client servicing. 

Embracing next-gen technology won’t 
necessarily guarantee investment success 
and happier clients. But outdated and 
disjointed systems increasingly guarantee 
failure. 

Multiple industry studies show that firms 
that adopt leading-edge digital 
technologies have higher satisfaction, 
higher revenue and higher productivity. 
Firms without the latest technologies risk 
falling by the wayside. Is that risk worth it? 

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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