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I would like to take this opportunity to wish you all a very happy new year and
hope that 2022 brings a positive outlook and a clear way forward after such
challenging times.
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Dear readers,

This first edition of Sensus in 2022 takes a deep dive into technology, examining the key
components of a dynamic sector that is set to shape our world in the coming years. To
take us through an extensive range of topics, from automation to cybersecurity, trends
and digital transformation, we are delighted to have given a voice to our strategic IT
partners. Their contributions published here bring both critical insight and real vision to
the opportunities technology can offer.

We are delighted to publish features from the following companies: Canoe Intelligence,
Broadridge Financial Solutions Inc., Yardi, eFront, ITC Secure, Allvue Systems, NTT Ltd.,
FIS, UiPath, Diligent. Many thanks to our contributors and we appreciate your support
and input to our quarterly newsletter.
Doug Hart
Chief Executive Officer,
Alter Domus
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With the alternatives space growing as fast as ever, this issue takes a look at the
need for an immediate digital transformation. This is our 9th issue of Sensus and is
packed with practical guidance and expert opinions from some of the world’s leading
technology providers in the alternatives industry.
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THE DATA JOURNEY:
FIVE STEPS TO TURN DATA
INTO INFORMATION
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NAVIGATING THE CONTINUED
GROWTH IN ALTERNATIVES
AND PRIVATE MARKETS

This is a recipe for a rapid increase in
complexity – and indeed, alternative and
private markets often create significant
operational complexity for investors,
allocators and asset servicers alike.
Every new partner these firms onboard
equates to time spent learning a new
workflow, ensuring connectivity and
checking for accuracy. With widespread
interest in alternatives being a relatively
recent phenomenon, the tools available
to accelerate these processes are
limited. All this is occurring amid a
backdrop of increasingly complicated
remote workflows and decreasing
headcount throughout the buy side and
across asset classes, compounding the
problem.
One thing seems clear: The alternatives
boom is not going away any time soon.
According to Preqin, a data provider
focused on the alternative investment
space, alternative AUM more than
doubled over the last decade and is
projected to grow by an additional 59%
by 2025. In this environment, there is
an unprecedented need for specialized
tools that can streamline processes and
enable scale. They also need strong
partnerships to help them navigate this
growth and react to new market forces
and industry challenges, no matter how
this trend evolves.
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“Alternatives” is a fitting term – the
name alone implies a break with the
traditional in favor of new possibilities.
Sure enough, the strong and growing
interest in alternatives is a product of
the fact that for many allocators and
investors, portfolios comprised of stocks
and bonds alone simply cannot meet
their evolving needs.
Some of this has to do with the nature of
equity markets today. Put simply, stocks
are very expensive – as of October
2021, the S&P 500, Dow Jones Industrial
Average and Nasdaq Composite are all
at or very close to all-time highs. Bond
yields also remain low. These trends led
Charles Schwab to recently forecast that
returns on stocks and bonds over the
next decade will fall short of historical
averages. Furthermore, the fact that
alternatives have a low correlation with
public markets helps limit portfolio
volatility, which has become an
especially relevant concern following the
global financial crisis and again amid the
Covid-19 pandemic.
The need to differentiate performance
provides another powerful incentive
for firms to wade into alternatives. The
decline of active investing means it is
harder than ever for traditional asset
managers to develop that secret sauce
that sets a portfolio apart from the rest.
In this hyper-competitive environment,
allocators must seek new avenues to
higher returns to fund spending needs
and keep up with peers. Identifying
a manager with robust technology
and market-leading algorithms is one
way; placing a greater emphasis on
alternatives is another.
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As a result, firms that previously had
little to no exposure to private markets
have rushed to spin up new offerings,
while those already in the space have
worked to bring existing solutions to
more and different kinds of clients.

THE CONTINUED RISE OF
ALTERNATIVES

AL
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With the alternatives market poised
for further growth, what are the
industry’s current challenges and how
can technology, industry standards and
expertise provide a solution? Michael
Muniz, Partner and Chief Revenue
Officer at Canoe Intelligence, recently
sat down with Sensus Magazine to
explore the implications of such
rapid growth.

In an industry that has undergone
several rapid transformations in
recent years, it is safe to say that
the alternative investment space has
seen a particular spike in interest and
innovation. Market forces are pushing
investors toward historically overlooked
or underdeveloped asset classes like
never before, while the institutional
community has long allocated large
percentages to these markets.
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Featuring Michael Muniz from
Canoe Intelligence
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“As much promise as alternative
investments offer, they have
created new challenges for the
allocators, managers and asset
servicers who want to get into
the space.”
Michael Muniz
Partner and Chief Revenue
Officer at Canoe Intelligence

DEVIL’S IN THE DETAILS
As much promise as alternative
investments offer, they have created
new challenges for the allocators,
managers and asset servicers who want
to get into the space. These factors
are preventing firms from navigating
these markets with maximum efficiency,
thereby limiting the overall opportunity.
Several of these factors deal with the
operational realities of the private
markets, where the sheer number of
documents that must be exchanged
can be overwhelming. Most of these
are capital call notices, distribution
notices or account statements, but
there are others – K-1s, factsheets,
quarterly financials, performance
estimates, manager letters and more.
Even documents from the same general

partner (GP) can originate from
different sources – emails, GP websites,
administrator portals and the like.
Throw in the need to deal with multiple
sources from multiple GPs, and you
start to get a sense of the complexity
of document management in this
space.
The challenge is not limited to keeping
track of these documents – it is also in
making sense of them. Limited Partners
(LPs) need to extract information from
these sources for a variety of purposes:
tracking performance, reporting to
clients, investment committees and
regulators, balancing portfolios and
more. Unfortunately, this information
is often buried, requiring large teams
to manually perform detailed, pageby-page examinations to locate the

pertinent elements. In a vacuum, this
is painful; at scale, it is a nightmare.
In effect, these documents are full of
mission-critical, unstructured data, so
the challenges operations teams are
facing are not unlike those of market
data professionals who must clean and
normalise vast datasets.
These challenges led to the introduction
of guidelines like the Institutional
Limited Partners Association (ILPA)
Principles, which call for this data to
be exchanged in standardised formats.
While in theory this simplifies processes
for LPs, it makes more work for the
GPs, a dynamic that often motivates
managers to find workarounds. The
result is more convoluted workflows for
the GPs and even more time spent by
LPs trying to find the investment data
they need, ultimately diverting resources
from value-creation tasks. This is an
issue across industries – a 2018 report
from IDC, a global market intelligence
firm, found that data professionals
lose up to 50% of their time each week
because they cannot find, protect or
prepare data – but it is especially acute
in the alternatives space.
That brings us to another, overarching
challenge: Operations teams are
spread thinner than ever before. While
headcount is shrinking, the industry is
growing more complex, client needs
are expanding and compliance burdens
are increasing. Beyond the workflow
challenges, this leads to personal
frustration and room for error. It is a
difficult problem with no easy answer
– and only a blend of technology,
innovation and expertise can solve it.

DEVELOPING AN INDUSTRY
STANDARD
Financial technology firms like Canoe
Intelligence are doing the crucial work of
creating an industry standard approach
for document and data management
using machine learning, AI, and naturallanguage processing technologies.
By doing this, capital allocators,
institutional investors, wealth managers,
and asset servicers can automate their
workflows and ensure that operational
inefficiency is not an impediment to
reaching the markets they need to.
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THE DIGITAL
TRANSFORMATION OF
ALTERNATIVES CAN’T WAIT
Featuring Gus Harris from Alter Domus
The growth of the alternatives market
shows no sign of slowing, but alternatives
investors need to invest in digital
transformation to help them stay ahead
of the game. Gus Harris, Alter Domus’
Head of Data & Analytics, explores the
key considerations for investors planning
on upgrading their systems.

These are exciting times in the
alternatives marketplace. With total
assets exceeding $10 trillion and
projected annual growth rates of about
10% (according to Preqin’s 2021 Global
Alternatives Report), the market for
alternatives is projected to exceed $17
trillion within five years. But this growth
has inevitably led to growing pains,
particularly around the issues of data
transparency and access to portfolio
information.

As Preqin explained, the top five
technology-related challenges for
alternatives investors all come down
to managing vast streams of data
to facilitate portfolio insights and
decision-making. In other words,
they expect technology to offer them
greater transparency, efficiency and
access to underlying investment data
to improve investment performance. As
the appetite for alternatives continues
to grow, addressing this market need
will be essential to support a healthy
alternatives marketplace.

Vendors have stepped up admirably
to help investors get a better
understanding of their portfolios by
offering services to normalise disparate
data points, map them into consistent
formats, identify the key information
among the vast sea of available data,
and ultimately deliver insightful reports
and tools to alternatives investors.
But even so, much more remains to
be done, particularly when compared
to the developments made in other
financial markets.

THE ‘DO IT YOURSELF’ URGE
REMAINS STRONG
Anyone who has embarked on a
home improvement project will know
there comes a point when choosing
to ‘Do It Yourself’ can become less of
a cost saving and more of a liability.
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Yet many alternatives investors still
find themselves stuck performing
the gruelling tasks of collecting,
normalising, databasing and reporting
on their portfolios.
Unfortunately, Excel spreadsheets
and other in-house applications are
simply not designed for the level of
sophisticated analysis, consistency
and control required – never mind the
ability to share this data safely and
securely. As alternatives make up a
larger share of portfolios, investors
must be prepared to abandon their DIY
principles and embrace more durable,
robust and reliable systems. But how
can they make the transition as painless
as possible

STARTING THE UPGRADE
JOURNEY
Before any internal systems upgrade is
sought, investors would benefit from
imagining their ideal data and analytics
solution. Even if those questions
cannot be answered immediately, any
system must be flexible enough to
accommodate future enhancements
as new capabilities and expanded data
become available.
A key part of the selection process is
to identify current shortfalls, as well as
studying data and analytics solutions
developed outside the alternatives
marketplace. Looking at the systems
used for mainstream asset classes can
give alternatives investors an insight
into what may be possible.

9
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such data is not as easy as it sounds. A ‘mapping’ exercise
is often necessary to ensure the market data is properly
matched to the alternatives portfolio holdings. The extent
of this exercise will vary depending on the characteristics of
the underlying holdings, as well as the data structure of the
third-party provider. How that data is imported could also
pose some challenges, depending on the technology delivery
mechanisms used by vendors.

CONNECTING THE DOTS
Investors may be surprised by how much insight can be
gained from triangulating across private equity, private debt
and real estate portfolios to analyse trends across their
portfolio holdings. For example, a private debt portfolio with
improving credit risk trends and increased prepayments could
be a leading indicator of the direction that a private equity or
real estate portfolio may go.
Conversely, high valuations in an equity portfolio when credit
trends appear to be deteriorating in a private debt portfolio
could raise questions around ‘which market is giving us the
correct signals.’ Triangulating this data with information
from public markets could provide even greater insights.
Automation and smart analytics would be invaluable in
building these capabilities.

TRUE LOOK-THROUGH

IDENTIFYING AND EXTRACTING KEY DATA

For example, comprehensive analysis of an alternatives
portfolio, especially one with a fund of funds component, will
require aggregating the ‘look-through’ holdings to unique
identifiers and companies. The challenge here is to match
underlying holdings to unique entities, with only limited
available information. This exercise becomes even more
arduous with real estate holdings, where exposure to lessees
(tenants) needs to be considered.

Investor demand for ‘more data’ is heard loud and clear.
In some cases, the data is available, but contained in
unstructured formats. Investors may want to take stock of
what is already at their disposal and how that data could
deliver the insights they need, assuming it could be used in
the decision-making process.

Even so, identifying common holdings on a look-through basis
may not provide the full story in understanding an investor’s
true financial exposure to a unique portfolio company. Not
all exposures are equal. Leverage in underlying funds, for
example, could amplify the impact on an investor’s exposure
to a unique underlying entity, as would the entity’s credit risk
or maturity profile. These additional dimensions could deliver
significant insight into the true exposure to a unique entity.
Trying to quantify this risk level is not an easy exercise,
but automation may go a long way in identifying common
holdings. Therefore, investors must consider the information
they need to collect so this capability could be readily
incorporated into their platform.
10 SENSUS ISSUE 9

‘FUTURE-PROOFING’ THE TECH STACK
None of the above capabilities will be possible without a smart
investment in technology that balances cost considerations
with processing power. Flexibility is the key. For example,
systems will need to scale up and down efficiently; data storage
capacity needs to be extensive; connections to third-parties will
make it easier to integrate additional data and services; and
modularised applications can ensure the platform can evolve
over time. The most effective platforms will let users efficiently
take what they need, when they need it – for example, taking
data cuts to build analytic models and reports.
Outside of those considerations, the basics can’t be ignored.
Sensitive and complex data demands high security. Disaster
recovery, system health monitoring and performance tracking
tools will also be essential.

WHERE TO NEXT?
In boardrooms across the world, alternatives investors are
sketching out their expanded data and analytical needs as
they gear up to increase their allocations to alternatives. The
range of topics discussed here is just the beginning, but for
the alternatives market to realise its full potential, investors
and vendors must start imagining the world they want to see,
and prepare for it – wholeheartedly – now.

Accessing this data may be costly, and the cost-benefit of
data processing needs to be carefully assessed. However, now
is the time for market participants to find ways to streamline
the process of delivering vital data, as well as identifying what
additional data will prove just as essential in the future.

ENRICHING ‘MARKET DATA’
More sophisticated investors have recognised that
supplementing existing data with that provided by thirdparty vendors – in areas such as market pricing, credit ratings,
economic data and forecasting, financial statements and
commercial property information – can significantly enhance
their understanding of their own alternatives portfolios.
Additionally, significant insight can also be gained from
‘market data’ that helps analyse market trends. But integrating
11
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PRIVATE DEBT GROWTH
PLUGS INTO INVESTMENT
IN OPERATIONS
Featuring Scott Turley from
Broadridge Financial Solutions Inc.
As the private debt market grows, so
too does the need for technology, data
and analytics solutions. Scott Turley,
Vice President, Product Evolution, Asset
Management at Broadridge Financial
Solutions, Inc., explains the impact of
such rapid growth and the tools firms
are using to rise to the challenge.
Fueled by strong returns amid a
broader yield drought, the tsunami of
capital entering private debt funds has
accelerated over the last year. According
to Boston Consulting Group, AUM
overseen by alternative asset managers
as a whole is projected to increase from
USD $15 trillion in 2020 to $22 trillion by
2025. Private debt - comprised of direct
lending, mezzanine, distressed debt
and special situations funds – together
with private equity – are expected to be
the main drivers behind the alternative
industry’s spectacular growth.
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Preqin added that private debt AUM is
forecast to hit $1.46 trillion by the end of
2025, having already reached almost $1
trillion. As a result, private debt is now the
third-largest private capital asset class
behind private equity and real estate.
Although private debt fundraising has
slowed – owing to growing competition
and inflationary concerns – investors
are still piling into distressed debt and
special situations strategies. Preqin
found that 51% of investors plan to
commit fresh capital to distressed debt
over the next 12 months, while 49% are
targeting special situations.
Other alternative and traditional asset
managers have taken note of the recent
success of private debt, with hedge
funds being one example.
Although hedge funds outperformed the
markets last year and provided investors
with solid downside protection, a
number of managers are increasingly

conscious that they will need to diversify
their businesses if they are to weather
future crises. In response, many hedge
funds are now launching private debt
products as they look to widen the
scope of their investment returns. As the
number of hybrid firms swells, managers
need to think carefully about how they
run their operations.

HOW TO MANAGE DATA
EFFECTIVELY
To manage operations effectively,
private debt firms need to have access
to consistent and easy-to-consume data.
This can be achieved by using integrated
or centralised systems instead of relying
on a multitude of different, independent
platforms. With information readily
available in a single, central place, it
will be easier for private debt firms to
oversee investments together with vital
risk management metrics such as credit
modeling, liquidity projections and loss
given default scenarios.

In addition to centralising data,
managers need to find effective ways
of automating their data collection
and normalisation processes, not
least because it can help them control
costs. Manual processing is no longer
acceptable for many institutional
investors as it can increase the risk of
errors or misreporting, both of which
could have devastating consequences.
As a result, private debt firms need to
invest in their technology infrastructure
to enhance their client reporting. For
instance, more managers are beginning
to utilise private debt dashboards to
visualise borrowers’ data and produce
detailed analysis – information that is
subsequently shared with investors.
Elsewhere, other managers are adopting
real or near real-time reporting tools and
making investment and risk data available
to clients via their smart devices.

Although the private debt market is in
healthy shape, fundraising is extremely
competitive. Preqin said there are
currently 592 funds in the market
seeking out $300 billion from investors
[as of April 2021]. If managers want to
obtain mandates, they need to show
that their client reporting processes
are fit for purpose. At the same time,
key decision-makers at institutional
investors are getting increasingly
younger and tech savvy, making it
essential for managers to leverage bestin-class systems.

INVESTORS CANNOT BE TAKEN
FOR GRANTED
Private debt is in a solid position, and
it is an asset class poised to deliver
strong returns over the next 12 to 18
months. Inevitably, this is leading to a
spike in investor inflows, which in turn is

prompting more managers from
across the asset class spectrum –
especially hedge funds – to launch
private debt funds.
Despite this bullishness around
private debt, fundraising is not as
straightforward as many experts
would have you believe. Investors
are very selective when awarding
mandates, meaning managers need
to demonstrate that they can deliver
more than just returns. With clients now
demanding regular, timely reporting
that can be accessed easily through
smart devices, private debt firms will
need to improve their data management
and data visualisation processes if they
are to rise to the challenge.

13

TECHNOLOGY SPECIAL ISSUE

WHAT DO REAL ESTATE
INVESTORS REALLY WANT?
WHAT YOU DO

WHAT INVESTORS WANT
• Review investment opportunities

Featuring Chris Barbier from Yardi
Today’s investors not only want more
information but easier access to it. That
requires the assimilation and distribution
of financial and operational data, from
the portfolio level to operational aspects
of individual properties. Advanced
software solutions can perform these
and many other operations efficiently
and drive better decision-making
for investors, says Chris Barbier,
Investment Management Industry
Principal for Yardi®.
People invest in real estate assets or
debt with the expectation of making
a return on their investment through
periodic distributions and increased
asset value. Although that fact has
remained largely unchanged over
time, some elements of the investment
process are evolving, most notably
investor expectations for timely access
to information wherever they are, from
any device.
Ownership vehicles for real estate
investments include partnerships,
closed-end and open-ended funds, REITs
and more. Regardless of the myriad of
complex structures, tax considerations
and rules that apply to any particular
investment vehicle, investors’ priorities
remain constant: optimised returns,
timely capital solicitations, efficient

management of the subscription
agreement process, consistent
communication across the investment
lifecycle, and accurate determination of
distributions. What’s changing is how
those priorities are being met.

EVOLVING INVESTOR
EXPECTATIONS
The changes in investor expectations
over the past several years parallel
technological advances. Paper reports,
back-and-forth emails and spreadsheets
have been rendered obsolete,
superseded by the online and remote
convenience that real estate investors
experience in other aspects of their daily
lives. Investors expect their real estate
investment information to be accessible
when and where they want it.
Current and prospective investors also
follow their real estate investments’
value and income production more
closely than in previous eras. Those
elements include a property’s day-today operational elements like rental
income, leasing activity, marketing and
capital improvements.
Investor reporting used to be primarily
confined to financial performance.
Investors realise that property
operations affect asset value. Aware that
property operations affect cash flow
and ultimately give rise to distributions
and higher asset value, today’s investors
want not only the results but what’s
driving them.

TECH SHAPES
EXPECTATIONS
This expansion of
investor expectations
has prompted many
investment managers to adopt
technology platforms capable of
delivering full visibility and access
into portfolio performance, along
with the ability to evaluate investment
options and select assets most likely to
maximise ROI.
A single connected investment
management platform is the
technology of choice for
many real estate investment
managers because it creates
one source of the truth for real estate
asset operational and financial data,
giving investors clarity into their
holdings and helping to identify risks.
Such systems can assimilate all property
prospecting, preliminary underwriting,
rent and expense data, loan abstracts,
maturing debt by property and owner,
asset ratings, valuation tracking,
occupancy trends and more. Compiling
the data into market analyses and
automating electronic distributions are
also simplified when operational and
investment systems are connected.
End-to-end investment platforms
also help investors evaluate their
best-performing properties against
target properties, see where rents
and expenses exceed the comp set,
tie capital calls to investment lifecycle
data, access quarterly reports, and
understand how a given asset will
impact their overall investment
allocations.
Full asset oversight, combined with
drill-down clear to the asset and tenant
levels, lowers risk at the operational level,
and is a key consideration for investors.

14 SENSUS ISSUE 9

FUNDRAISE

online on their timeline

• Execute subscription

agreements electronically

• Automatic

CALL CAPITAL

notifications

• Access to all capital
activity details

MANAGE THE
INVESTMENT

• Deeper insight into

property operations

• Information beyond
returns

• Interactive access to

REPORT RESULTS

investment information

• Access anytime on
any device

MAKE
DISTRIBUTIONS

ENHANCING PROPERTY-LEVEL
INSIGHT
Advanced investment management
technology also gives investors the
insight they want into property-level
operations such as maintenance status,
open accounts receivable and energy
consumption. Most best-of-breed
solutions can’t manage an investment
asset through its lifecycle, which begins
with identifying the opportunity and
continues long after the deal closes.
An integrated technology platform,
by contrast, continuously collects
data related to facilities maintenance,

• Electronic payment
• Accurate waterfall
calculations

construction options, energy
consumption and other operational
details that impact asset value. This
generates a vast pool of data for
evaluating an asset over a years-long
investment lifecycle. The result is faster,
better-informed investor decisions.
Satisfying tech-savvy, increasingly
sophisticated and inquisitive investors
requires mitigating risks, optimising
returns and value, and making
information available when it’s needed.
Investors gain confidence knowing
that their partners are leveraging a
comprehensive technology platform to

manage all aspects of the investment
lifecycle, deliver timely and accurate
information and minimise risk.
Successful real estate investment
strategies in 2022 and beyond will
require taking advantage of advanced
connected solutions that automate
the entire investment lifecycle to allow
efficient deal tracking, quick capture
and execution of new opportunities,
and close oversight. Decision-making
tools contained within a single system
exceed what investors can achieve
with spreadsheets and uncoordinated
databases.
15
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SHIFTING TECHNOLOGY
TRENDS IN PRIVATE MARKETS
Featuring Tarek Chouman from eFront,
part of Blackrock
As allocations continue to shift towards
private markets, investor expectations
— shaped by their experience in public
markets — are for greater efficiency,
better transparency around data, and
the ability to manage their whole
portfolio on one platform. Tarek
Chouman, Global Head of Business
Development at Blackrock, sat down
with Sensus Magazine to explain the
shifting demands.
Traditionally, private markets have
lagged public markets when it comes to
data availability. In parallel, ESG moved
to be universally acknowledged as a
value creation driver, and sustainability
arrived at the heart of the investment
process. This development also
contributed to the industry’s strong
demand for data, with a specific focus
on sustainability metrics.
The industry has often had to contend
with a proliferation of systems, a lack of
agreed-upon standards for reporting,
and little or no inter-connectivity
between asset owners, asset managers
and providers to share data. As asset
servicers compete to win business,
we see them increasingly harnessing
technology to meet these challenges.
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Chouman sees four key trends that
are currently shaping the technology
landscape across private markets:
Outsourcing, automation, sustainability,
and a holistic portfolio view.

OUTSOURCING
Outsourcing has been a growing trend
in alternatives for some time. This trend
has been accelerated by the pandemic
and the sudden need to work remotely.
Asset managers have come to realise
their need for technology that enables
them to operate more effectively
with their asset servicer. And, where
traditionally asset managers selected
asset servicers based on industry
expertise and track record, the focus
has increasingly shifted to which
technologies are used by the asset
servicer and how.
This shift is driven by the need to operate
at scale and deliver at speed. Over the
past years, private markets are becoming
similar to public markets with larger
funds and more investors, requiring more
frequent reporting and deeper datasets.

This has created a need in the market
for platforms that can support these
requirements as a matter of course.

AUTOMATION
This rising demand for high quality data,
deeper data sets and more frequent
reporting in private markets have given
rise to automation in reporting and
data analysis. Automation can radically
improve how we collect and organise
thousands of documents containing
unstructured data. Early iterations of
these automation capabilities decrease
the time-to-delivery of quarterly
reports by reducing how long it takes
to transform the unstructured data into
digitised and standardised spreadsheets
with actionable knowledge. Automation
can also reduce error rates and manual
verification requirements, thereby
improving the efficiency of the entire
quarterly reporting process.

Increasingly sophisticated automation
tools supplement the specialised
data teams enabling round-the-clock
education and guidance on the meaning
and accuracy of the data. The result is
greater confidence in the data and faster
as well as more accurate analysis.

SUSTAINABILITY
We see vast new opportunities and
needs for private market investors to
monitor and analyse portfolios and
investments through an Environmental,
Social, and Governance (ESG) lens.
Asset managers require technology
that can overcome and transform the
industry’s limited, incomplete, and
unstandardised sustainability data.
There is an ever-increasing number of
new market entrants around this topic.
Today, however, the solutions available
can largely be thought of as either
technology firms providing operational
solutions or data providers looking to
unlock value. The trend is towards an
out-of-the-box ESG monitoring and
reporting solution that facilitates greater

transparency, benchmarking, and
progression towards providing a more
sustainable future across the entire
investment universe.
M&A and strategic partnerships will
continue, aimed at providing the most
comprehensive and meaningful ESG data
both efficiently and effectively across
the entire fund investment lifecycle. The
best providers of ESG solutions will
enable clients to quantify and manage
the impact of climate and transition risk
as well as other sustainability factors on
their financial assets.

WHOLE PORTFOLIO VIEW
The increased blending of private and
public market investing has given rise
to the need for technology that allows
asset owners to access portfolio data
from private and public markets in
one single view and understand the
risk exposures and common factors
underlying those exposures across their
portfolios. With an integrated platform,
asset owners can have a holistic

understanding of performance drivers
down to the single asset level and act
with greater clarity and efficiency. Using
a whole portfolio solution generates
efficiencies by unifying the operational
logistics and workflows of different
teams specialised in different asset
classes and giving them access to the
same source of data and a consistent
view of risk and return across the board.

TECHNOLOGY-ENABLED
INTEGRATION
The four key trends around increased
outsourcing, the rise of automation,
the integration of sustainability in the
investment process and the need for
whole portfolio solutions have changed
attitudes towards technology and the
pace of innovation in our industry. They
are paving the way for much closer,
technology-enabled integration between
asset owners, asset managers and the
asset servicer community.
There has never been a better
opportunity to leverage fast-developing
technology to create innovative
investment and operating models built
around greater data transparency and
availability as well as speed and scale.
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CYBER RISK: WHY INVESTORS
SHOULD CARE ABOUT
CYBER SECURITY
Featuring Arno Robbertse
from ITC Secure
A company’s cyber preparedness is a
crucial consideration in any investor’s
investment decision. It is a business
risk that you cannot afford to ignore,
says Arno Robbertse, Chief Executive
Officer at ITC Secure.
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As we have all witnessed, the pandemic
pushed organisations over the technology
tipping point, forcing companies to react
quickly and accelerate adoption of new
technologies and ways of working at
record speed – transforming the business
landscape forever.
The implementation of remote working
and collaboration capabilities was
accelerated by 43 times, compared to
estimates before the crisis according to
a global survey of executives conducted
by McKinsey. Similarly, digitisation of
customer and supply chain interactions,
and of internal operations, accelerated by
three to four years in a matter of months.

While this enabled organisations to
rapidly introduce new business models
and reach customers in new ways, this
shift also widened the threat landscape
further, leaving businesses exposed
to the growing complexity in cyber
security. The new security perimeter
and the ever expanding cyberattack surfaces have led to a surge

of sophisticated cyber attacks, with
top concerns including cyberterrorism,
internal threats, and industrial espionage.

CYBER CRIME CAN HAVE A
CONSIDERABLE IMPACT ON
FINANCIAL COMPANIES
Prominent data breaches have served
to shine a light on the scale of potential
impact on a company. According to a
recent global study, the average cost of
a data breach has now reached $4.24
million in comparison to $3.86 million in
the previous year.

We must also not forget that there is
reputational damage associated with
cyber security attacks. According
to research by HSBC, it can take an
average of two years for a business’s
reputation to recover after a data
breach is uncovered. Furthermore, share
prices of companies affected have been
shown to underperform by 15.6% in the
three years following an attack.

As a result, there is a growing trend that
sees investors place increased priority
on cyber security within their investment
decisions and portfolio companies
as part of how they are evaluated – a
requirement that is as vital as ensuring
the correct foundations are in place for
accounting, supply chains or customer
services.

Additionally, regulation, including
legislation such as the EU General Data
Protection Regulation (GDPR) and
the California Consumer Privacy Act
(CCPA), is increasingly making cyber
security mandatory. Approximately 60
countries have data and privacy rules
on the books and 14 additional states in
the US are considering similar measures
– further establishing cyber security
health as a global business priority.
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ADOPTING A HOLISTIC APPROACH
The growing impact of cyber attacks –
coupled with the increased public and
regulatory scrutiny of a company’s cyber
security practices further asserts the
need to systematically integrate cyber
due diligence in the investment lifecycle.
By holistically assessing the cyber health
associated with every investment – from
pre-acquisition decision-making to
post-acquisition portfolio management
through to post-breach investigative and
risk management support – investors will
be able to stay ahead of the curve and
protect both the value and the brand of
their companies.
Whilst undergoing due diligence, it is
also important to think seriously about
how changes to working and operational
models prompted by the pandemic
have affected the cyber security of the

company. With the rapid shift to new
ways of working, the security perimeter
is no longer confined to a company’s
network. In a cloud native world, identity
is the new perimeter, which brings about
a new way of thinking and measures to
manage risk.
Finally, investors need to be mindful
not just in terms of their investment
decisions and the cyber health
of portfolio companies – but also
themselves. Considering the regular
involvement with third parties and large
quantities of capital involved, investment
firms themselves can be prime targets
for sophisticated cyber attacks such as
targeted phishing, spoofing and digital
impersonation, where large amounts of
funds could be funnelled off during the
course of a complex deal. This makes
your own cyber security an area that
cannot be ignored.

“Investment firms themselves
can be prime targets for
sophisticated cyber attacks such
as targeted phishing, spoofing
and digital impersonation.”
Arno Robbertse
Chief Executive Officer
at ITC Secure

14 KEY
INDICATORS
FOR A CYBER
DUE DILIGENCE
ASSESSMENT

SENIOR MANAGEMENT AND BOARD ACCOUNTABILITY
1 Does the company identify a named person at senior management or
executive committee level with overall responsibility for cyber security?
2 Is the board or board committee responsible for cyber security issues?

BOARD COMMUNICATION
3 Does the company communicate cyber risks to the board (and how, by
whom and how often)?
4 Does the board receive detailed information about the company’s cyber
security strategy, including what information it receives and how it
assesses this information?

LEGAL COMPLIANCE
5 Does the company publicly commit to compliance with all relevant laws,
including those related to cyber and data protection?

POLICY
6 Does the company publicly disclose a data protection and/or
privacy policy?
7 Does the policy explicitly cover its entire operations, including
third parties?

SKILLS AND RESOURCES
8 Does the company disclose that it has a cyber security team and/or
dedicated budget?
9 Does the company state that the board engages with relevant industry
initiatives on cyber security and/or has access to internal or external
expertise on cyber security?
10 Does the company actively seek such skills when appointing directors?

TRAINING
11 Does the company provide training on cyber security requirements
to all employees?

ASSESSMENT
12 Does the company conduct audits of cyber security policies and systems?

GOVERNANCE
13 Has the company established an incident management plan, including
disaster recovery and business continuity?
14 Has the company disclosed cyber security as a key part of its risk
assessment/business continuity plan?
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THE DATA JOURNEY:
FIVE STEPS TO TURN DATA
INTO INFORMATION
Featuring Yuriy Shterk
from Allvue Systems
In order to transform data into actionable
insights, GPs need sophisticated
strategies. Yuriy Shterk, Chief Product
Officer at Allvue Systems, explains the
steps needed to bridge the data gap in
an increasingly complex marketplace.
With competition fierce for deals and
fundraising, General Partners (GPs)
remain sensitive to the fact that success
requires the ability to quickly and
accurately process vast amounts of data
into valuable information. But many GPs
still lack a holistic approach to collecting,
processing, storing, analysing, and
reporting to stakeholders the enormous
amounts of information they have.

And, as many GPs expand into
multi-asset class and multi-currency
investments, the challenge only becomes
more complex. Spreadsheets are no
longer up to the task. And reliance on
manual processes can lead to data loss,
errors, and an increased allocation of
resources to administrative tasks – all of
which can have a significant negative
impact on a company’s bottom line.
To avoid these pitfalls, GPs need a more
sophisticated strategy for collecting,
distilling, and presenting data. Below,
we outline five steps GPs can take to
efficiently and accurately transform their
raw data into actionable insights.

Optical character recognition (OCR)
functionality and data processing
systems have made it possible to
streamline significant portions of the
data collection process, by automatically
extracting key data from third-party
documents. GPs then need a system
flexible enough to manage this
diverse collection of data and, just as
importantly, detailed enough to allow
GPs to complete the second step of

STEP 2: PROCESS DATA WITHOUT
LOSING ITS KEY CHARACTERISTICS
After GPs collect data from a wide
variety of sources, they need to be able
to process it in a way that retains key
characteristics of that data, such as its
point of origin, that make it useful.
The point of origin example, in
particular, has become more pressing
recently, as more and more GPs delve
further into multiple alternative assets –

such as private equity, venture capital,
loans, real estate, and CLOs. GPs
with portfolios that hold both lightly
regulated private market investments
and heavily regulated public market
investments need to be able to judge
risk and exposure across asset classes
and industries to make swift decisions.
Understanding where the underlying
data originates from is essential for
those assessments.

the process.

STEP 1: COLLECT DISPARATE DATA
IN A FLEXIBLE, DETAILED SYSTEM
The data journey begins with one of the
most time-consuming and risk-prone of
processes: data collection. GPs require
copious amounts of data to make
informed business decisions quickly, but
that data often comes from a variety of
sources – such as portfolio companies,
fund administrators, and others – in
numerous forms and formats and across
a wide variety of asset classes.

STEP 3: NORMALISE AND STORE
DATA IN A CENTRALISED DATA
WAREHOUSE
Historically, many GPs have relied
on multiple single-point solutions to
store their data, which is unsurprising.
The disparate sources of this data
and different use cases for it often
necessitates multiple systems. But
without a centralised repository, many
GPs struggle to consolidate their data
and analyse it efficiently.

as the capital to upgrade the system
regularly. While this may be workable
in the short run, it eventually results
in taking GPs away from their core
competencies and requires added
layers of administrative and technology
resources. Alternatively, a centralised
data repository from a dependable
technology-forward provider can
consolidate data from all sources and
create one source of truth for data across
GPs’ various workflows and use cases.

One solution is to build a proprietary
system or platform internally.
This, though, requires a team of IT
professionals to maintain it, as well
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STEP 5: A DEPENDABLE
REPORTING STRUCTURE
Lastly, GPs need to solve the
communication dilemma across their
range of stakeholders. While LPs have
always wanted more information from
their GPs, the pandemic highlighted
the need to access a wide range
of portfolio and fund data, across
asset classes, in order to produce
consolidated reports for both internal
stakeholders and investors.
Generating standard and bespoke
reports to communicate these insights
is crucial, especially in times of market
disruption, but most GPs don’t have the
technical resources or experience when
it comes to the data modeling required
for reporting.
Automated, customised reporting and
on-demand reporting and dashboards
can help deal teams easily visualise
the performance of their investments
so they can quickly make informed
decisions. By using an all-in-one solution
that includes fund- and investment-level
data with drill-down capabilities, deal
teams can easily access the granular
information, when they need it, by
working off the same source of truth as
other internal teams.

LEVERAGING A SYSTEM BUILT
SPECIFICALLY FOR THE PRIVATE
MARKETS
STEP 4: VISUALISE YOUR DATA IN
A WAY THAT ADDS VALUE
The growing impact of cyber attacks
– Once your data has been processed
and aggregated in a data warehouse,
this repository can act as your single
source of truth across the reporting and
data analysis needs of your front- and
back-office teams. But in order to gain
greater visibility into portfolio exposures
and risks, you need to be able to easily
visualise your data.
Data visualisation can help GPs quickly
analyse and identify trends in the
large amounts of data they consume
– revealing opportunities, singling out
performance issues, and identifying
trends. Further, customised dashboards
and automated workflows can increase a
GP’s ability to turn data into information
that can be shared both internally and
externally.
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Once GPs can visualise the data, they
need to understand what it is trying to
tell them, which requires reporting and
analytics tools. Leveraging tools that
are part of a single-solution business
intelligence system will give GPs a
powerful way to analyse disparate
data sets and turn them into usable
information. These reports can then
be shared with internal stakeholders
and investment teams, who can better
gauge the efficacy of their investment
decisions across the business and their
portfolio.

“Data visualisation can help GPs
quickly analyse and identify
trends in the large amounts of
data they consume – revealing
opportunities, singling out
performance issues, and
identifying trends.”
Yuriy Shterk
Chief Product Officer
at Allvue Systems

As GPs fight for deals among record
high levels of dry powder, they need to
be able to complete the data journey
more quickly and accurately than
ever before. Yet many are still relying
on legacy technologies not built for
the private capital industry or for the
complexity their portfolios have taken on.
GPs require a solution that lets them
manage, aggregate, analyse, and
visualise data, as well as one that can
help them automate processes, reduce
risk, and better serve their investors
by providing quick and easy access to
information.
The challenge of data will only become
more complex in the coming years.
GPs who make the investment now in a
system that will be able to support them
as they grow will benefit both from a
competitive advantage and de-risked
processes.
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CLOSING THE GAP BETWEEN
INTENT AND EXECUTION

Featuring Alex Bennett from NTT Ltd.
In a post-pandemic world, leaders, managers and employees
have very different views of what the future of work should
look like – and how to enable it, says Alex Bennett, SVP, Go
To Market Practice Solutions, at NTT Ltd.
NTT’s 2021 Global Workplace Report points to a disparity
in perception between C-level stakeholders and operational
employees as to whether the organisation’s digital workplace
strategy is all it should be. While members of the C-suite feel
confident that they’re tracking well, their employees aren’t
experiencing much meaningful change.
That being said, there is a general consensus that hybrid
working arrangements – where employees continue to work at
home for at least part of the time – are here to stay. In light of
this new workstyle model, it’s more important than ever that
enterprise technology and collaboration tools support a range
of employee profiles and work location preferences.
In our conversations with clients in recent months, they’ve
shared some of the roadblocks and complexities they’re
encountering when trying to integrate disparate productivity
workloads and take advantage of new services to unlock more
meaningful data and relevant governance – all with the ultimate
goal of transforming the employee experience.
In this article, we’ll explore these challenges in more detail
and consider some of the key steps to success for businesses
seeking to accelerate the execution of their digital workplace
strategies and raise their employee experience to new heights.
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UNDERSTANDING THE STATUS QUO
Over the past two years, a number of forces converged
to disrupt the digital workplace in ways never imagined.
Government-sanctioned lockdowns required businesses to
hastily enable a fully remote workforce. They had little or no
time to consider the strategic relevance of the technology
they ‘layered onto’ their digital workplace environment to
enable lockdown collaboration. As a result, it’s not surprising
that these environments have become very costly and
complex to manage.
And perhaps more seriously, in many cases, they’re not
delivering the user experience that employees want
and need. One area that requires specific focus is cloud
collaboration tools and services. Remote working resulted
in an unprecedented adoption and reliance on cloud-based
applications and productivity tools. But with the traditional
network and security/governance infrastructure and policies
not designed to support this surge in usage, the inevitable
casualty has been the end user’s experience.
So, what’s the way forward?

RELOOK, RECALIBRATE AND RESTRUCTURE
The sensible place to start is to take a step back and organise
your thought process around cloud collaboration. This
involves identifying ‘who you are’ from an internal skills and
resources perspective (both human and technical). Where
do opportunities lie to extract better value from your existing
collaboration technology investments? Which should be laid to
rest? Are there any compelling options for new investment?

Ultimately, having this view will put you on a path to getting
your hybrid workers and collaboration technologies working
together and pulling in the same direction. A templated,
data-based approach ensures they gather the information
and insights they need quickly, but also ensures they
accommodate any nuances specific to their industry and the
business’s size and scope.

STRATEGISE AROUND THE USER EXPERIENCE
We should always remember that technology should work
for people – not the other way around. So, all efforts should
always start with the end user in mind.
This means considering how best to optimise accessibility,
authentication and the quality of the user interface and
understanding precisely where user experience is falling short.

USE DATA TO SURFACE PERSONA-LEVEL INSIGHTS
Of course, every employee uses their own set of applications
and platforms, depending on their role. That’s why we
recommend taking a granular, persona-based approach to
gathering data and metrics; in-depth persona mapping is the
only way you’ll garner relevant and meaningful insights.

ORGANISE SYSTEMS TO DELIVER A UNIFIED
EXPERIENCE
Once you’ve established who uses and needs what – and
where areas for improvement lie – you’re ready to re-architect
and optimise your environment, deploy new solutions and
decommission others.
A critical step in this process is communicating and rolling out
change management programs to ensure people understand
and accept any modifications you’re introducing into the
collaboration ecosystem.
The pandemic has changed the way we work and how we
think about work as part of our broader human experience.
Employees want to be recognised as individuals, not resources
– which means organisations must prioritize their well-being
and work-life balance.
Leaders, managers and employees often have very different
views of what the future of work should look like – and how to
enable it. Forward-looking enterprises have moved ahead with
secure-by-design digital transformation to enable frontline,
hybrid and remote employees to work safely and productively
– and those doing this well are reaping significant rewards.

Next, categorise your findings based on your user community
and the technologies they use (basic user, advanced user, and
high-touch personas).
By following a structured process, you’ll be clear about what
exactly you do (and don’t) need before you engage with
equipment vendors. Think of it like this: If you want to build a
house, it makes little sense to start ordering window frames
and picking out wallpaper before you’ve even laid the basic
foundations.
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BUILDING RELATIONSHIPS
BETWEEN PRIVATE CREDIT
MANAGERS AND INVESTORS
Featuring Paolo Malaguti
from Alter Domus
As investors continue to actively seek
better risk-reward opportunities across
the private credit spectrum, investors
need to keep their finger on the pulse
of portfolio performance, according to
Paolo Malaguti, Head of Credit-Vision at
Alter Domus.
Investors continue to be drawn to
private credit as an asset class capable
of demonstrating impressive resilience
during volatile market conditions, and
also finding innovative ways to help
companies reinvent themselves as the
world emerges from the pandemic.
The events of the last two years
have underscored the importance of
analysing risk and sharing information
with stakeholders. It has also helped
underline the need for diversification,
flexible risk management and
positioning portfolios for change.

PRIVATE SHOULDN’T MEAN
INACCESSIBLE
Whereas public companies are
obliged through their listing status
to produce volumes of high-quality
data, privately managed assets often
suffer by comparison due to a lack of
robust, consistent and publicly available
information. The self-contained nature of
private credit markets means a lot of the
due diligence, underwriting discipline,
risk assessment and close monitoring of
underlying investments goes unreported
and undisclosed to Limited Partners
(LPs). This is becoming a growing area
of focus for those LPs who embrace
private credit as an asset class, but who
are demanding more insight in line with
what is available across the rest of the
investment world.
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TRANSPARENCY IS ESSENTIAL
This move towards greater transparency
for investors seems inevitable. Investors
today are constantly vigilant and mindful
of market events and investment trends,
and need to know how these could have
an impact on credit risk, and ultimately,
portfolio returns. Investors also have
the internal requirement to ‘categorise’
different credit managers and fit them
into their risk/reward matrix. For private
credit, the available data only scratches
the surface of what investors want to see.
For now, the portfolio manager is
the gatekeeper, and the only place
where investors can go to obtain such
information. This presents something
of a challenge for the private credit
industry, not so much because of
mistrust of the portfolio manager, but
because access to clear, transparent
information should really be the
cornerstone of investment and analysis
across all asset classes. Investors should
have the means of authenticating what
their private credit managers tell them.

TRANSPARENCY BENEFITS
SKILFUL MANAGERS MOST
Credit managers are the first to recognise
the benefits of potential investors having
access to a superior standard of portfolio
data. For the best credit managers,
arguably their greatest challenge is
articulating the how and the why of their
portfolios. Many know they need to do
a better job of explaining why theirs is a
better portfolio compared to those run
by other managers – whether by offering
a superior risk/return profile, conducting
deeper due diligence or operating at
lower leverage – particularly when other
managers are achieving a broadly similar
return.

LACK OF RESOURCES CAN LEAVE
INVESTORS EXPOSED

Most simply do not have the internal
capacity to devote enough time to the
kind of deep-rooted analysis they would
wish for. Of course, a greater amount of
work is required from investors, simply
because of the lack of a standardised,
industry-wide data set to start from.
Traditionally, most have grown reliant
on using consultants to relieve them of
the research burden when performing
due diligence on new funds. However,
wide information gaps can often persist.
Investors, for example, are frequently
‘left in the dark’ between quarterly
investment reports as performance data
is only distributed with months delay to
quarter end.
Now more than ever, it’s vital for
investors to be on top of current
portfolio performance, not relying on
information that was relevant months
ago. In periods of significant earnings
volatility, that time lag – wherein the
investor is left without any insight into
how the underlying investments are
faring – is simply no longer acceptable.

In 2022, there’s no reason why LPs
cannot be in possession of technology
that allows them to log-in to see how
every credit manager is performing,
as well as the underlying performance
of the portfolio companies, so they
can compare the relationship between
returns and risk in real time.

THE HIDDEN VALUE OF SERVICE
PROVIDERS
So where can private credit investors
hope to find this level of transparency
and real-time information, if not through
consultants? Malaguti believes that
service providers have a greater breadth
of knowledge and data about private
credit managers, and this means they
can be invaluable in bridging the gap
between managers and investors. The
service manager is in an ideal position
to keep lines of communication open,
sharing knowledge and insight, and
ensuring each party is broadcasting and
receiving on the same frequency.

The second most challenging aspect for
private credit investors is the scarcity of
resources and time limitations.

But the real competitive advantage
comes from service providers offering
much more than just data reporting.
Service providers have a clear lookthrough across the whole of the
market, and can see what others are
doing. This means they can provide
analysis, benchmarking, and insight,
that helps credit managers differentiate
themselves, and ensures investors can
recognise and understand those key
differences.

LEVELLING THE PLAYING FIELD
The spectacular growth of private credit
as an asset class is well deserved. But
as the asset class continues to grow,
investors can’t afford to be left in the
dark. They need greater access to
information and insight that enables
them to make informed decisions and
achieve optimal investment returns. It’s
therefore more important than ever for
private credit managers to evidence the
qualities and attributes that make them
worth investing in.
The most effective way to bridge the
information gap is for both to work with
service providers who already have the
collective data and insight that can only
be gained from intrinsically knowing
investors and managers. The technology
is available: let’s collaborate and use it.

“For the best credit managers, arguably their greatest challenge is
articulating the how and the why of their portfolios.”
Paolo Malaguti
Head of Credit-Vision at Alter Domus
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TO MANAGE MORE DATA,
ALTERNATIVES FUNDS NEED
RULES-BASED TECHNOLOGY
Featuring Dean Schaffer and
Gary Shelto from Alter Domus
Is it really possible to have too much
of a good thing? When it comes
to the overwhelming volume of
data associated with the growing
alternatives industry, the answer is
clearly yes.
Undoubtedly, data is a valuable tool in
fund management, informing decisionmaking, shedding light on investor
behavior, and enabling regulatory
compliance.

The problem occurs when there’s
so much data that it outgrows an
organisation’s ability to manage it.
Instead of being able to parse data to
provide important insights, back-office
Excel experts are often buried under an
unwieldy administrative burden or tasked
to do more with spreadsheets alone than
could ever be reasonably expected.
Dean Schaffer and Gary Shelto, who
are managing directors in North
America at Alter Domus, said they
see this happening more and more
as GPs launch new alternative funds.
And they believe that unless fund
managers institute a rules-based
capital administration structure with
the automation to support it, things are
likely to only get worse.
“With the influx of investment capital,
the expanded number of funds
being managed, the consequential
reporting burden, and increased levels
of competition in the marketplace,
relying on legacy capital administration
processes simply isn’t sustainable,”
Schaffer said.

THE BREAKING POINT
To say that investors are flocking
to alternatives seems almost like an
understatement. Lured by strong
uncorrelated investment returns in a lowinterest-rate environment, they’ve driven
the industry to highs unexpected just a
few years ago. It’s estimated that by the
end of 2025, the alternatives industry
will manage more than $17 trillion. That’s
compared to just $8.8 trillion under
management in 2017.
Obviously, no asset class doubles in
size in less than a decade without
experiencing some growing pains.
To meet the nearly unbridled investor
demand, GPs are fast-tracking new funds,
many of them with complex structures.
Along the way, the process of capital
administration has grown increasingly
complex as well. The fund manager who
was efficiently overseeing a couple of
funds not long ago may now be juggling
five, six, or seven funds, each with its own
terms, investors, and investment strategy.
Comparing then and now, the amount of
data produced has grown exponentially.
Corralling all of the information is difficult
enough, much less mining it for meaning.

“With the influx of investment capital, the expanded number of
funds being managed, the consequential reporting burden, and
increased levels of competition in the marketplace, relying on
legacy capital administration processes simply isn’t sustainable.”
Dean Schaffer
Managing Director,
North America at Alter Domus
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No wonder people are being stretched to
the breaking point, Shelto said.

Much of that data is related to one
source: waterfall calculations for LPs.

“As the alternatives industry has
accelerated its scope and sophistication,
it has become increasingly difficult –
almost impossible – for human resources
to keep pace,” he said. “Ask the CFO
of any general partner to consider
the number of funds being managed,
multiplied by the number of limited
partner investors and the number of
portfolio companies, and they’ll likely
admit the amount of data involved is not
just substantial, but in many respects
terrifying.”

CHASING WATERFALLS
Distribution waterfalls define how the
allocation of investment proceeds
cascade down a series of capital
recoupment tiers, followed by a
preferred or priority return to the LPs,
then a final sharing of residual profits
between the LPs and GP.

Historically, waterfalls fell into one
of two categories. They were either
the GP-friendly American style or the
LP-favoring European style waterfall.
Today, though, fund structures can be
far more complex (i.e. hybrid structures
or evergreen funds) while investor terms
are more bespoke, with unique, investornegotiated agreements. The confluence
of fund structures and investor terms
add layer upon layer of intricacy.

On the face of it, that may sound fairly
straightforward. In reality, though, the
picture is muddied by the fact that there
are different waterfall structures, and
they are growing more complicated all
the time.
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Consider expansions such as the interim
clawback (clawback obligations are
released prior to fund liquidation),
carried interest rate ratchets (the carried
interest rate increases after a specific
threshold is met), or the sector or classbased waterfall, where the fund is a
deal-by-deal waterfall, but investments
in certain sectors within the fund are
allocated through a total return waterfall
calculation. Those are just three of many
new terms being added to waterfall
distributions, and you can bet the math
around all of them is anything but easy.
While it’s comforting to think that adding
an army of Excel-trained staffers will be
enough to provide a suitable solution,

that’s not the case — if there even is
enough talent out there in the first place.
The truth is, in light of the numerous
waterfall structures, it’s nearly
impossible to perform accurate and
reliable calculations using traditional
methods. Basic Excel models can’t
support the level of complexity and
certainly aren’t dynamic enough to track
and accurately report performance
under various scenarios.

“While spreadsheets allow for
multiple models, they’re so
limited that managers can’t
often use them to fit their
fund profile.”
Gary Shelto
Managing Director,
North America at Alter Domus

In fact, relying on spreadsheets alone
can make things worse. Shelto said:
“While they allow for multiple models,
they’re so limited that managers can’t
often use them to fit their fund profile.”

SLIM MARGIN OF ERROR
As if the sheer enormity of data
volume wasn’t enough to contend
with, it’s exacerbated by concerns over
information security, transparency,
accuracy, and speed. And no amount of
finger-crossing in the world can protect
fund managers from mistakes creeping
in — and creating a compliance breach.
When slip-ups do occur, Schaffer said
they’re mostly due to the inconsistent
application and interpretation of those
bespoke partner agreements. The irony
is that coping with multiple variations on
each partner agreement has increased
the risk of human error dramatically — at
the same time market pressures mean
there’s less room for error.
Those pressures, by the way, are coming
at least in part from LPs who won’t
invest capital in a new fund unless their
requirements for additional transparency
and enhanced reporting are met. To
satisfy those demands, fund managers
have to track data at the LP level.

32 SENSUS ISSUE 9

Anything short of that — say, tracking
just at the fund level — and the fund
manager can’t be completely certain
that the finance team has responded
accurately to LP requests.
In other words, the fund manager has to
manage its waterfalls on a bottom-up,
deal-by-deal, LP-by-LP, and cashflowby-cashflow basis. At the same time,
CFOs need assurance that their funds’
cashflows are accurately accounted for
deal-by-deal, investor-by-investor, and
GP-by-GP to ensure distributions and
allocations are correct and complete.
Without that level of granularity, it’s
extremely difficult to measure an
individual’s LP capital performance. But
that’s not the only risk. Mishandled data
and inaccurate reporting can lead to
compliance, financial, and reputational
failures.

NO MORE “MAKING DO”

and attracted a greater number of
institutional investors, it’s added new
burdens for GPs. The question is: What
can be done to control the chaos
and bring the monumental volume of
associated data down to size?
The answer, according to Schaffer and
Shelto, is to abandon the old ways of
working in the back office. No one
can afford to “make do” with Excel
spreadsheets any longer, they say. As
an alternative, they’re seeing firms
turning to customised, rules-based
technology. These secure software
platforms can confidently handle even
the most overwhelming volume of data
— and scale up as GP operations grow.
They’re capable of tracking all cashflows
moving within multiple fund complexes,
managing risk, and simplifying the
capital administration process, and they
do all this as they provide a timely flow
of information.

There’s no question that as the
market for alternatives has matured
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HARNESSING TECHNOLOGY
TO TRANSFORM CLIENT
RELATIONSHIPS
Featuring Shannon Dolan from FIS
Private capital firms are increasingly
asking how they can make it easier
for their clients to invest with them.
Today’s investors expect the same
type of digital customer experience
they get when opening a personal
bank account – and their expectations
are only set to grow. With this in mind,
what could a more unified customer
experience look like in the future?
Shannon Dolan, SVP, Head of Asset
Management and Private Markets at
FIS explains why firms need to take
action sooner rather than later in
order to meet the needs of today’s
sophisticated investors.

SEEKING A COMPELLING USER
EXPERIENCE
It’s no secret that the needs of
investors are changing – from a greater
focus on Environmental, Social and
Governance (ESG) to an appetite for a
wider range of investment types than
in the past. In this climate, investors
are seeking additional flexibility from
private equity General Partners (GPs),
particularly as more funds begin to
embrace a longer-term capital strategy.
At the same time, there is a growing
emphasis on the need for a more
sophisticated and convenient user
experience. Younger people in
particular are used to a slick user
experience in the retail context – and as
they begin investing in private capital,
they will not look favorably upon sevenpage due diligence documents that
have to be printed and signed. Instead,
they will look elsewhere for convenient
app-based alternatives.
Pulling up metrics may be a
straightforward exercise for investors
who have access to a portal with
the right dashboards. But without
the right technology, getting the
necessary information can involve
a lengthy and time-consuming
chain of communication – meaning
that investors have to wait for the
information they need. Of course,
investors are not going to overlook
negative returns in their pursuit of a
good customer experience. But the
fact remains that if two funds are
otherwise equivalent, investors are
likely to opt for the fund that is more
responsive, and that offers better
access to data.
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“Investors increasingly expect a smooth
and intuitive user experience,” says
Shannon Dolan, SVP, Head of Asset
Management and Private Markets at
FIS. “So, it’s essential that firms provide
their investors with a robust portal and
user-friendly dashboards, and work
with vendors that fully understand the
underlying client’s priorities and needs.”

The good news is that some technology
providers offer a lower point of entry.
This gives smaller firms the opportunity
to get the tools they need in place and
start using them today, while positioning
themselves for future growth. This
includes putting in place investor
servicing solutions that are aligned with
investors’ evolving needs.

Looking forward, the possibilities of a
more rewarding user experience will
continue to become more compelling.
As cloud adoption increases, investors
will increasingly be looking for a single,
unified experience which gives them
more ownership over their own data
across multiple funds. This need will be
met by centralised portals that provide
GPs and investors with a clear view of
aggregated data. Instead of having to
log into 12 different systems with 12
different passwords, investors will be
able to log into a central system with a
single user persona, streamlining their
user experience and eliminating the
inconvenience of using disparate systems.

BEYOND USER EXPERIENCE

NO TIME LIKE THE PRESENT
At this stage, many firms have not yet
started automating the experience
they offer investors. Putting the right
processes in place involves people, time
and technology – and smaller funds, in
particular, may not feel it is the right time
to make this type of investment.
But delaying your technology investment
is a risky move, even for smaller fund
managers. For one thing, as a fund
grows it tends to attract larger investors
who expect white-glove service, and
who have experience of many different
funds. Another consideration is that
undertaking a big data migration is likely
to be considerably more time-consuming
and difficult if you leave it until further
down the line.

That said, it’s not just about the user
experience you provide for your
investors. Today, firms are looking
for systems that are flexible enough
to meet evolving regulations, collect
data in a nimble way, and incorporate
Artificial Intelligence (AI) and machine
learning into the data collection process
– all while taking full advantage of
automation.
Security is another important
consideration where technology
is concerned. Cybersecurity is an
increasingly important differentiator –
and of course, it’s important for firms to
house data in a system that includes the
checks and balances needed to minimise
the risk of error, as well as providing
auditability and traceability around cash
movements.
Last but not least, a technology partner
that offers a frictionless flow of data
can help you make faster and better
decisions about where and when to
place capital. Armed with accurate and
timely data, you will be ready to compete
effectively, secure the best deals, and
keep your investors happy.
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TRADE SETTLEMENT TEAMS:
IMAGINE AN EMPOWERMENT
TOOL FOR DECISION MAKING
Featuring Juliana DeBlois
from Alter Domus
Ask anyone who works in the
secondary trade settlement market
how far the technology has come in
the past decade, and they’re likely
to respond, “What technology?” The
truth is that trade settlements are still
conducted manually – and sometimes
at a pace that is comparable to
internet dial-up.
The slowdown, according to Juliana
DeBlois, Head of Trade Settlement
for Alter Domus in North America, is
due mostly to the market’s reliance
on email. When agents and trade
closing teams are seeing thousands
of messages coming in and going out
of their accounts each day, there’s
bound to be significant holdups. And
unless changes are made, things are
only going to get worse. After all, with
expectations for syndicated loan trade
volume to hit a record high in 2021,
using a trade and settlement process
that hasn’t changed much in 20 years
doesn’t exactly shout productivity.

DeBlois knows it’s not easy being
manual in an increasingly automated
world; neither is adopting new ways of
doing things. But getting up to speed
is essential to improving back-office
efficiency and decreasing secondary
trade settlement risk, she says. And the
best way to do that is through a single
platform that avoids email overload,
reduces human error, and shortens trade
settlement time.

CUT THE TIME, REDUCE THE RISKS
The sheer volume of emails may be
bogging down trade settlements, but it’s
not the only factor inserting risk into the
process. As DeBlois notes, with some
parties entering into dozens of new
trades each day, and trades remaining
open a month or longer on average, the
number of unsettled trades handled
by a closing team at any one time can
multiply quickly. The risk of operational
error when tracking the status of each
open trade in spreadsheets is obviously
quite high, yet that is exactly what many
have been doing for years.

• Lack of transparency: A lack of
transparency means that it’s not
always apparent why a trade is not
closing, and that can bring unneeded
stress. Parties will wonder if the
counterparty doesn’t hold a sufficient
position, the KYC is still pending with
the agent, or if the buyer hasn’t given
consent. The lack of transparency
could result in defaults or denials that
may not have occurred if the party
had access to the data.

“Anytime you use a manual process in a
world run by technology, you’re going to
have an increased chance of risks. And
that holds true for the secondary trade
settlement market,” she says.

While technology providers have made
some preliminary efforts to help trade
settlement teams organize and view
mounds of data in a way that improves
both process and productivity, not
all have hit the mark. For DeBlois,
decreasing settlement times will take a
tool that can provide transparency into
risk, help traders determine where the
inefficiencies are, and provide real-time
access into each trade.

What are some of those risks?
• Defaults: Because the timeline
between the trade date and
settlement date can be so long,
parties are exposed to the risk of
their counterparty declining or
defaulting on the trade.
• Unpredictability: The fact that buyers
don’t know the settlement date
makes it impossible to understand
their cash requirements – and that
may cause liquidity to become an
issue in some trades.
• Operational: Relying on manual
processes increases the risk of human
error because it’s so difficult to keep
track of all the moving parts of a
manual trade settlement.

36 SENSUS ISSUE 9

• Communications: “The sheer
volume of emails that occur during
a trade settlement makes it almost
impossible to keep track of what’s
been done and what needs to be
done,“ says Deblois. She says that
it makes it necessary to constantly
reach out to an agent or counterparty
to determine the status of the
trade. What’s more, inadvertently
sending an email containing sensitive
information to the incorrect party
could have serious consequences.

TECHNOLOGY TO THE RESCUE

It will also take the market realizing that
they need to move beyond emails and
spreadsheets.
“I think the most important question
people should ask themselves is what
technology could do to improve the
process,” she says. “Not in some esoteric
way, but in the day-to-day activities of
the team.”

YES!
For instance, her team has begun using
a single, easy-to-use platform that
performs the following functions, and it
has been a game-changer:
• Records and tracks the status of all
open trades, including any pending
items and responsible parties.
• Automatically sends reports to all
parties and gives them the ability
to format and send the report
downstream.
• Calculates the daily cash availability
based on each day’s potential trade
settlements.
• Eliminates the risk of email mishaps
by generating and sending emails to
pre-determined parties while keeping
a record of them.
• Acts as a repository for executed
trade settlement documents.
• Uncovers the reasons for delayed
settlements by aggregating the
metrics and identifying trends from
all tracked data.

TECHNOLOGY TO THE RESCUE
The secondary trade settlement market
is notoriously slow to change, and that’s
because it doesn’t involve cookie-cutter
transactions or other types of deals that
can neatly fit into a box.
But, DeBlois says, that doesn’t mean
the process can’t be improved by
rethinking bits and pieces of the process
and changing the way things are done.
With a few tweaks, she says, technology
could be leveraged not only to improve
efficiency but also to decrease risk
and, ultimately, empower better
decision-making.
DeBlois says that the ultimate goal
in any new technology should be to
reduce the amount of time between the
trade date and the settlement date and
streamline the process to make it easier
for all the parties.
“The right technology will make it
possible to function at a greater rate of
efficiency while operating in a mostlymanual world. And that is what I call
progress.”
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WHAT ARE THE TOP 5
AUTOMATION TRENDS
OF 2022?
Featuring Gavin Mee from UiPath
There’s no denying that the Covid-19 pandemic has
irreversibly changed the way we work, communicate, shop,
go to school, engage with banks and with government
agencies. At the centre of this transformation lies technology,
the big enabler, which has kept our economies running
during a period of high uncertainty the likes of which many
of us had not experienced before. The need for quick digital
transformation ramped up automation adoption, which has
helped organisations maintain business continuity and public
agencies serve citizens with urgency.
According to McKinsey, automation is now the top trend
in tech and investment is growing. Eighty percent of
organisations say they’ll continue or increase automation
spending this year, and more than half of all enterprises now
have four or more automation projects underway. Here are the
biggest automation trends that Gavin Mee, Managing Director
Northern Europe at enterprise software automation company
UiPath, thinks will shape the global automation market in
2022, which is expected to be worth $114 billion by 2025.

CIOS WILL TAKE THE REINS ON AUTOMATION
Automation adoption is gaining momentum across
many enterprises, from businesses deploying it to
automate processes in one department, to those who have
made automation a core part of their digital transformation
programme. But if automation initiatives are scattered across
organisations, using separate approaches and technologies,
and lacking centralised governance and oversight, they could
be left with higher costs and lower impact.
This is why CIOs are being tasked to lead automation
mandates. In 2022, CIOs will need to make crucial decisions
such as which automation technology to standardise on, which
organisational capabilities will need to be built out, and how to
ensure good governance, security, and quality. CIOs can tackle
automation mandates by developing an enterprise automation
strategy. This should include building out internal capabilities
and infrastructure to manage their initiatives, creating an
automation Centre of Excellence, and developing a prioritised
pipeline of automation opportunities across the business.

‘SEMANTIC AUTOMATION’ IS POISED TO
REVOLUTIONISE RPA
Today, automation developers need to tell robots what
to do, step-by-step: “Move here, open this, extract that, bring
it there…” Depending on the complexity of the automation,
developing and encoding step-by-step instructions can easily
account for 40 to 60 percent of automation build time.
Semantic automation allows automation to move away
from rules-based approaches and to eliminate much of this
developer labour. Semantically enabled robots will not only
be able to see and read what’s on the screen; they will also
understand the relationships between, and contexts around,
documents, processes, data, and applications. Soon, software
robots will be able to simply observe an activity and begin to
emulate it without step-by-step instructions. They’ll recognise
the process, understand what data is required, and know
where to get it and where to move it. Developers and business
users will be able to initiate automation development simply
by asking robots to perform a task or complete a workflow.
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“CIOs will need to make
crucial decisions such as
which automation technology
to standardise on, which
organisational capabilities will
need to be built out, and how
to ensure good governance,
security, and quality.”
Gavin Mee
Managing Director,
Northern Europe at UiPath
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AUTOMATION WILL FIND A NEW C-SUITE
CHAMPION: THE CHIEF SUSTAINABILITY
OFFICER
As of March 2021, the number of Chief Sustainability Officers
(CSOs) across Fortune 500 companies had risen to 95,
with almost a third of them added in 2020 alone. CSOs are
forging partnerships with CIOs in their quests to ‘green’ their
organisations. In fact, in a recent Gartner survey, more than
85% of CIO respondents said they were involved in their
organisations’ sustainability initiatives.
Automation is a technology that is making a near-instant
impact on green initiatives. Automated processes for powering
down data centres during times of low usage have cut some
organisations’ electricity usage by 9% or more. Automating
and digitising invoicing, contract execution, and other paper
flows can significantly cut paper consumption. Automation
makes other operations and solutions—like remote workplace
management, Artificial Intelligence and Machine Learning, and
cloud management—far more effective.
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CITIZEN DEVELOPERS WILL DRIVE
AUTOMATION ADOPTION IN
THE WORKPLACE
Up to now, IT teams or automation Centres of Excellence (CoE)
have led much of the initial wave of automation, however,
if organisations want to expand programmes past top-level
automations, they must explore ways to scale. In 2022, citizen
developers will be at the forefront of this acceleration.
What exactly is a citizen developer? They’re non-technical
employees that use no-code and low-code platforms to create
simple automations for themselves, their teams, and their
departments. Citizen developers may have roles in human
resources, finance, sales and marketing, legal, procurement,
and other business functions.
Heading into 2022, these employees will be an organisation’s
secret weapon for unlocking the power of robot assistants
at scale, inspiring a wave of empowerment. After all, the
successful delivery of digital transformation hinges upon
automation touching every layer of an organisation and this
requires first-hand insight into day-to-day processes.

HR TEAMS WILL FACE THEIR NEXT BIG
CHALLENGE: MANAGING A HUMAN-DIGITAL
WORKFORCE
Automation will be even more intrinsic in the future of
work, with people working side-by-side with their virtual
robotic assistants, sharing work, handing it off, and taking it
back many times a day. With labour shortages expected to
continue for the foreseeable future, automation can unlock
human potential by giving workers more time and mitigate
the impacts of the current worker shortage by helping more
work get done faster. In 2022, Chief Human Resource Officers
(CHROs) will prioritise: predicting and planning for job losses
and gains, expanding training to change everyday behaviour,
as well as upskilling and reskilling.
Robots will take on many lower-skilled tasks that involve data
entry, rules-based processes, and monotonous tasks. But new
positions requiring higher skills will more than fill the gap.
Forward-thinking HR teams are mapping likely losses and
gains—and developing plans to upskill, reskill, and redeploy
workers into these new positions.

Business leaders expect that they will have to retrain a third
of their workforce over the next few years as a result of the
implementation of new automation technologies, according
to Deloitte. Training will broaden to include end users who
may not want to become citizen developers but will focus on
encouraging workers to change their workday patterns, adopt
new processes, and learn to use their robotic assistants most
effectively.

“Robots will take on many lower-skilled tasks that
involve data entry, rules-based processes, and
monotonous tasks. But new positions requiring
higher skills will more than fill the gap.”
Gavin Mee
Managing Director,
Northern Europe at UiPath
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GOING GREEN
STARTS WITH DATA
Featuring Christopher Allen
from Diligent
Adopting environmentally sound policies
needs to be driven by information and
integrated into ESG practices to ensure
positive outcomes, says Christopher
Allen, Director of Product Marketing at
Diligent, the global leader for Governance
Risk and Compliance (GRC) software.

Back in 1987, humorist Charles Dudley
Warner wrote, “Everyone’s talking about
the weather, but nobody does anything
about it.” The quote has become
embedded in our cultural lexicon as
an acknowledgement that there are
certain things that we just can’t control,
but as it turns out, humans actually
can control our environment, and how
we act today can significantly affect
the future health of our planet. In the
face of unprecedented global warming
and climate change, largely caused by
global dependence on fossil fuels, we
are beginning to realise how important
it is for companies and individuals to
do whatever they can to reduce their
carbon footprint.
As pressure to tackle climate change
intensifies, so does scrutiny of the
actions being taken to reduce our
global carbon footprint. On a corporate
level, this plays out in many ways. For
instance, organisations are exploring
ways to measure greenhouse gas
emissions, minimise their corporate
impact, and manage and report on their
ESG performance overall. Reducing
your carbon footprint is a core objective
for any organisation that wants to
address its environmental impact.
Controlling greenhouse gas emissions is
a fundamental aspect of this. In the end,
it all comes down to having the right
systems in place to collect data to drive
green policies.
When considering how to measure
greenhouse gas emissions, most will
inevitably come up against several
challenges. Some of the obstacles
businesses face when measuring carbon
emissions include:
• It’s time-consuming. Greenhouse gas
emissions in many reporting initiatives,
such as the Global Reporting Initiative
(GRI), Dow Jones Sustainability Index
(DJSI) and FTSE4Good Index, make up
less than 40% of the total questions.
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HOW TO MEASURE GREENHOUSE
GAS EMISSIONS: OVERCOMING
THE OBSTACLES

However, these can take up to 90% of
the total time involved in compiling
the report for some responding
organisations.
• The range of data needed can be
overwhelming. Organisations may
need to prepare, track and disclose
key metrics in line with many
regulatory frameworks and standards
— and across a large number of data
points, in their own operations and
their supply chain.

The complexity of collecting climate
data and reporting on it in ways that
meet regulatory reporting and audit
requirements can seem daunting.
With emissions sources covering data
points ranging from waste and water
to business travel and supply chains,
knowing where to start and how to
ensure a complete, accurate picture can
seem an impossible task.

It’s no wonder that many organisations
are turning to technology to help.
Data collection via cloud-based
platforms shares the workload, enabling
colleagues worldwide to input data.
User-friendly platforms not only make
data entry easier – therefore reducing
human error – but they can also present
results back in easy-to-read dashboards.
A good solution will provide access to
an up-to-date and comprehensive list of
emissions factors, simplifying the job of
measuring greenhouse gas emissions.
The best solution will remove the risk
of calculation errors, which can occur

when converting one unit of measure
to another, by translating inputs to the
required unit of measure.
ESG reporting is still a developing
science. With the media and public
ready to shine a harsh spotlight on any
failings, it’s not surprising that businesses
are nervous about reporting and keen
to ensure a meticulous approach.
Organisations that are struggling to
measure greenhouse gas emissions
can rely on technology to help them
overcome these challenges and move
towards more integrated, accurate and
comprehensive emissions reporting.

• Reporting rules and emissions factors
are constantly evolving. Different
countries, industries, and cities may
have different reporting requirements
and emissions targets. The number
of emissions factors is growing all the
time. Keeping pace with obligations
can be exhausting.
• Reporting must be done within tight
deadlines. Under the US GHGRP,
businesses are required to report
emissions from the previous calendar
year by 31st March. Firms must work
quickly to capture, verify and report
on all the metrics within their remit.
• The stakes are high. When it comes to
climate-related reporting, accusations
of greenwashing are rife; investors,
customers and other stakeholders are
suspicious of a “smoke and mirrors”
approach to compliance. Accuracy
is imperative — but with so many
data points, often across entities
and geographies, accurate and
comprehensive data can be elusive.
• Best practice in ESG demands
integrating greenhouse gas emissions
reporting with broader environmental
and ESG strategies. This is a challenge
for many organisations; data-gathering
is a struggle, and aggregating metrics
into a comprehensive ESG strategy is
even more so.
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