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Dear readers,
While 2020 was a time of unprecedented challenges,
it offered many lessons that we carry into 2021.
We start the new year with a positive outlook. The alternatives industry has shifted
gears and has adapted to a new, post-2020 landscape, where technology will continue
to unlock efficiencies, drive in sharper decision-making and deliver rich, meaningful
data to investors. Technology underpinned the world’s response to the virus and its role
is set only to grow in importance as industry players seek to remain competitive.
Alter Domus continues to broaden its global presence, building on our solid
foundation of expertise and in-depth knowledge. We welcomed some 700 new
employees last year, acquired a London-based tech company and two fund
administration businesses in the US, and opened an office in the Cayman Islands.
Our operational infrastructure, geographic presence and extensive skillset allow us to
deliver the sophisticated solutions our clients require.
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The alternatives industry ended the year on an a significant and hugely positive note
with the passage of Ireland’s Investment Limited Partnership Bill. This regulation
opens up many opportunities not just for Ireland but also for US managers seeking
to drive up their European fundraising efforts. Ireland enjoys a long-established and
highly- respected reputation as a leading fund administration and corporate services
jurisdiction and this latest regulatory development is set to strengthen that position.
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I would like to take this opportunity to wish all our clients, colleagues and contacts a
happy new year. We are looking forward to working together again and building stronger
connections, developing shared goals and learning to live, and thrive, in this new normal.
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STAYING AHEAD IN
A FAST-MOVING WORLD
While 2020 was dominated by the
impact of Covid-19, it was not the only
event disrupting the economic and
geopolitical landscape. Ongoing Brexit
uncertainty, the drama and fallout of
the US Presidential election and the
growing threat of a US-China trade
war all point to significant road bumps
ahead. Yet against this background,
Anita Lyse, Group Head of Segments
& Head of Real Estate, Alter Domus,
believes opportunities in the private
equity, venture capital and real estate
space exist for those with a bullish
approach.

Well, what a year that was. While no one
can predict the full long-term economic
and social impact of Covid-19, it is clear
that all financial markets and sectors
have experienced unprecedented,
fundamental turmoil. What’s more,
in addition to a global pandemic, we
are seeing some worldwide economic
tremors still playing out. But this is not
like the global financial crisis of 2008
where liquidity dried up and a credit
crunch flattened the debt market. Today,
there are huge amounts of capital in
the markets and there is no shortage of
debt. The low-interest environment is
going nowhere, and money will continue
to flow into the alternatives sector. And
while markets may not bounce back
fully until the end of 2021, there are
bright spots on the horizon.

LUXEMBOURG RISES TO THE
CHALLENGE
Widely regarded as among the best in
class, Luxembourg is recognised for its
ability to adapt to changing landscapes
and respond to prevailing headwinds.
The Grand Duchy’s financial regulator
tends to work closely with industry
participants, listening to their challenges
and market trends. As the largest fund
servicing centre in Europe and among
the largest globally, Luxembourg is
a well-established ‘go to’ destination
for many managers and investors. Yet
there are areas where the jurisdiction
must remain alert in order to maintain
the pace of growth it has enjoyed over
recent years. Resource management is a
key concern and many companies have
developed clear strategies to attract
and retain talent. Intelligent resource
management is critical in underpinning
Luxembourg’s leading position.

“It is important to our clients and investors that Luxembourg continues to
enjoy a highly positive reputation as a financial centre. The CSSF’s role and
contribution to that effect is key. The Grand Duchy’s ability to adapt to and
thrive in an ever-changing environment is equally critical.”
Anita Lyse
Group Head of Segments & Head of Real Estate

It is a top priority at Alter Domus
too and we have addressed the issue
by further expanding our alternative
delivery centres outside of Luxembourg.
Our office in Cork, Ireland, operates
primarily as a fund administration
base and to ensure that we have solid
resource capacity to onboard and
manage new business.
Luxembourg remains a highly popular
destination. In recent years demand
from UK managers in particular has
shot up as they seek a gateway to the
single market. Even before the country’s
2016 vote to leave the European Union,
demand was accelerating with managers
implementing risk-mitigation strategies
in a stable and sustainable environment.
Luxembourg is likely to adopt a
pragmatic approach and will be keen
on getting a reasonable arrangement in
place as quickly as possible.

A TIPPING POINT FOR
TECHNOLOGY-LED SOLUTIONS?
The lockdown had a transformative
impact on companies’ approach to
technology, with many now embracing
an array of digital solutions: electronic
signatures; virtual board meetings.
Luxembourg authorities moved quickly
to support this new, online environment
and it seems likely that some of these
significant changes will be here to stay.
For instance, we would like to see a
wider acceptance of the legal validity of
electronic signatures which would lead to
wet signatures on an increasing number
of documents becoming redundant.
But we are not there yet. What is clear
is that a sustained focus on technology
and innovation will certainly help shore
up Luxembourg’s ongoing growth in the
alternatives’ arena.
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“We are seeing a real drive for an increase
in the use of smart technology, robotics
and process automation in order to gain
speed and cost-efficiency in operations
and deliverables. We continue to invest
heavily in these areas, implementing
better, more integrated and truly global
systems.”

STREAMLINED, INTERACTIVE
ONBOARDING
Know Your Customer (KYC) requirements
and investor onboarding processes can
be challenging, particularly for those
operating internationally across multiple
jurisdictions. In Luxembourg alone, fund
managers must transmit KYC documents
to a range of different parties. And while
the KYC rules are in principle the same
across EU member states, the client
experience across the Union is certain to
vary in line with different processes or a
variety of small discrepancies.

“One possible solution would
be to implement a centralised
body that sets best practices
throughout the industry. Or,
going a step further, centralising
the entire KYC function for the
whole community. But that
seems like wishful thinking at
this stage.”
Anita Lyse
Group Head of Segments &
Head of Real Estate

the driving seat, and the process offers
full transparency and a clear view of the
progress status. By highlighting missing
items or identifying potential roadblocks,
clients benefit from fast, efficient
onboarding tools and systems.

GROWING DEMAND FOR THIRD
PARTY SUPPORT
The demand for third party AIFMs
has grown over the past few years
as managers recognise the drain on
resources it can be to establish their
own AIFM. Today, using an outsourced
AIFM is seen as an increasingly attractive
option – the idea is gaining traction and
growing in popularity. We have had our
own AIFM solution in place for some time
now and our assets under management
have soared with demand for our services
continuing to grow. Today, with some EUR
30 billion of committed capital, we do not
see the pace of demand slowing down.
Where is this demand coming from? For
some time, we have seen non-EU fund
managers, particularly from the US, keen
to tap into European capital. Recently
however, UK-based fund managers have
been at the forefront of demand following
their departure from the EU.
Meanwhile, many smaller fund managers
and new market entrants are also turning
towards the third-party model. Some of
these smaller players will see this as a
short-term approach only in place until
critical size enables them to establish their
own AIFM. Others will take a different
view, happy to outsource this function on
a longer-term basis. Such a step ensures
they can focus solely on raising and
deploying capital in the best interest of
their investors.

At Alter Domus we aim to deliver a fully
streamlined service and have developed
a digital onboarding process accessible
through our investor portal. Successfully
launched in some of our other locations,
we are aiming to fully deploy this in a
very near future also in Luxembourg.
This initiative puts the investors firmly in
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ASIA LEADS THE WAY
IN INFRASTRUCTURE
OPPORTUNITIES
Infrastructure funds in Asia are enjoying
considerable attention particularly
from US and European LPs attracted
by the region’s markets. Alexander
Traub, Chief Commercial Officer and
Regional Executive, Asia-Pacific paints
a positive picture as demand for greater
transparency grows and the regulatory
landscape is changing.

“We might have expected, particularly in real estate and possibly in private equity
too, to have portfolios under stress, but in infrastructure the game is longer. We really
haven’t seen distress in those portfolios. People understand that the assets should be
held for the long term and valuations will come back.”
Alexander Traub
Chief Commercial Officer & Regional Executive Asia Pacific

Private equity and infrastructure fund managers are sitting on a considerable
amount of dry powder and are well placed to deploy capital where opportunities
arise. Currently those opportunities can be found in Asia where, unlike Europe and
the US, infrastructure is well financed by funds and private markets. While there
is a lot of cash available, the recovery we were expecting has not yet been fully
realised—the market has not been flooded with very low-priced assets. Nevertheless,
there are opportunities to be found where sellers are willing to do deals.
Regulatory changes are driving the question of domicile to the top of the agenda
and are increasingly shaping LP and GP decision-making. GPs are looking at a
number of alternative domiciles beyond their traditional ‘go to’ jurisdictions that can
also offer tax benefits. While Cayman has never been a particularly low compliance
or low regulation destination, it is responding and adapting to international
regulatory trends. Other jurisdictions too are adopting a more stringent regulatory
approach in line with more rigorous international standards. Mauritius is tightening
their anti-money laundering rules in response to EU pressure, while Singapore now
requires managers to have a stronger local presence.
“Regulators are demanding greater transparency. And while there may be some
resistance, regulators are keen to gain a clearer picture of who is investing in what,
and how those investments are structured.”

EU DRIVING ESG STANDARDS

E

S

G

“Pension funds and insurance
funds are still collecting
premiums and if they have a
long time horizon, they are
still looking to invest into
infrastructure. In markets like
Asia, access is a big part of what
LPs are looking for from their
GPs – it’s a relationship play –
and so fundraising continues.”
Alexander Traub
Chief Commercial Officer &
Regional Executive Asia Pacific
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A standout topic for investors everywhere is ESG, and it is a subject set only to
grow in strength. The demand for greater social and ethically responsible investing
has soared as the pandemic shone a harsh light on social and financial inequalities.
Alter Domus has worked with clients to help develop a streamlined ESG reporting
package that goes beyond simple ticking boxes. People are invested emotionally
in the subject actively embracing ESG principles. In Asia, however, ESG sentiment
may be lagging behind the rest of the world with LPs perhaps a bit more forgiving
of GPs’ lack of compliance. However, we expect that to change as the ESG
conversation continues to gather pace around the world’s major markets.

FROM A FUND ADMINISTRATOR PERSPECTIVE
What a difference a decade makes. Today, fund administrators working from home
all have access to the same systems with data on hand through shared platforms.
Thankfully, Excel spreadsheets transmitted via email have been consigned to history.
And though remote working is easier than it would have been ten years ago, fund
structures are increasingly multi-jurisdictional with new layers of complexity.
Remote due diligence was challenging in the early months of the pandemic but it
is today an established new way of working and LPs and GPs are willing to develop
new relationships on the that basis. Originally, we had a small number of LPs who
said they were not going to participate in any fundraising, while others in the middle
of existing processes with managers they knew simply continued. A small group did
start to look at new relationships irrespective of Covid-19 and the size of that group
has steadily increased from Q2 2020.
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CAN PRESSURE
DRIVE PERFORMANCE?
The arrival of Covid-19 last year threw
the world into turmoil with traditional
working practices turned on their head.
But since those early weeks, a new
picture has emerged where organisations
have learned to adapt. Tim Toska, Global
Head of Private Equity, Alter Domus,
outlines how uncertain times can drive
performance.
Private equity is predominately people
driven, shaped by building relationships
and leveraging network reach. So,
travel restrictions and remote working
came as a sharp shock to the industry,
bringing severe disruption to the typical
connection between potential investors
and service providers. But as we all
now know, Zoom meetings and social
distancing rules are not insurmountable
hurdles. Today, working remotely
is firmly embedded into corporate
culture and there is real optimism that
the return to some kind of normalcy
is within reach. This experience will
see private equity managers emerge
stronger and run more efficient
fundraising activities. In fact, many
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believe that the virtual due diligence
process investors are using is here to
stay. Why? Because the lessons learned
and the need to adapt at speed will
enable managers and investors to not
only to manage any further unexpected
bumps, but also to capture any
opportunities that may emerge.

“Private equity is resilient
and, more importantly, it
outperforms in challenging
times. Additionally, private
capital has an ability to pivot
that the public markets or
credit markets simply do not
have. Private equity thrives on
uncertainty.”
Tim Toska
Global Head of Private Equity

Biotech, digital health, remote working,
and e-commerce are set to enjoy a
period of considerable transformation.
Understandably, these sectors quickly
became critical to the health and
wellbeing of society as a whole. With the
right investments and robust managers,
interesting opportunities will emerge in
these key areas. While it is clear we have
experienced a slowdown in deal closings,
significant dry powder remains.

OUTSOURCING IN A NEW
LANDSCAPE
Over the past few years, as technology
has advanced, we have seen a steady
increase in both outsourcing and
automation. Investors have been
requiring greater transparency from
their managers in order to manage their
investments across managers and other
asset classes. While these trends have
been gathering pace, the arrival of the
pandemic saw them soar as companies
raced to adapt to the scale of disruption.
Service providers came under the
spotlight too as their resilience was

also tested in extreme circumstances.
Those providers who enthusiastically
embraced new technologies have found
themselves in a strong position to
support their clients.
“Alter Domus is at the vanguard
of developing smart technological
solutions that provide enhanced data
access to managers and their investors.
Self-service portals, automation and
optic character recognition technology
all help to increase the efficiency of our
operational teams and allow our teams
to provide managers and their investors
with timely access to their data.”
Working remotely brings additional
challenges and risks making it difficult
to manage operations without losing
focus or efficiency. However, a strong
service provider understands the
importance of aligning the best interests
of all parties. And the right service
provider will create a streamlined
operational interface, freeing private
equity managers to focus on the other
critical areas of their business. As we

look down the line of 2021, Alter Domus
can look back and feel confident that
we proved ourselves to be the right
provider during unprecedented times.
With our determination to build the
right team tailored to our clients’ needs,
and our commitment to technology and
automation, we are well placed to tackle
any new challenges the ‘new normal’
may bring.

A SNAPSHOT OF CAPITAL
FUNDRAISING
While confident in the ongoing
resilience of private equity, the sector
was certainly not immune to market
turbulence. For example, last year,
North America-focused private equity
funds raised $60.6bn- some $8bn short
from the previous year. I am certain this
is just a blip in unprecedented times
and, while it is not possible to say for
sure when fundraising will return to
pre-Covid levels, as the dust continues
to clear investors will begin to review
their allocation policies and many
have already stated their inventions to

increase allocations to alternatives in the
next 12 months.
While generally we saw a ‘wait and see’
approach to sourcing new and exiting
existing investments, market data has
identified some interesting details. First
time managers were likely to see longer
fundraising periods, while established
private equity managers continued
to raise record fund sizes. Meanwhile,
those who found themselves in the
middle of fundraising when the public
health crisis first broke either continued
on the same timeline or extended the
final close date. Against the backdrop
of 2020, we have seen positive news
of managers raising funds completely
virtually, or still meeting or exceeding
their target fund sizes.
Many investments that were made preCovid have been fortunate enough to
have the right private equity managers as
partners. They have made the necessary
operational improvements to be able to
survive and ultimately will come out in a
stronger position post-Covid.
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INTRODUCING
DATA-AS-A-SERVICE
IN FUND OPERATIONS
Data in the real estate sector is
increasingly seen as a key strategic
element in both underpinning business
success and driving it forward. As data
requirements soar and grow ever-more
complex, many managers are adopting a
data-as-a-service (DaaS) approach.
Peeyush Shukla is the Chief Information
and Technology Officer at Heitman Real
Estate. Alter Domus’ Michael Gregori,
Managing Director and Real Estate
Operational Leader for North America,
and Alex Droste, Global Real Estate
Platform Leader, talk to him about the
process and benefits of moving towards
a new data environment.

“It is about good data, good
processes and the right kind of
automation. You cannot have
automation on top of bad data.
We want a virtuous cycle of
data creation, data learning,
data manifestation and data
improvement.”
Peeyush Shukla
Chief Information and
Technology Officer at
Heitman Real Estate

When Peeyush Shukla joined Heitman,
the company already had a third-party
relationship in place with Alter Domus
for accounting services. Given his deep
experience and expertise in this area,
Shukla saw an innovation opportunity
and introduced the DaaS approach to
deliver Heitman’s accounting data from
Alter Domus into Heitman’s global data
and analytics cloud platform. “To drive
this move towards a DaaS delivery
model, both teams—Alter Domus and
Heitman—worked together and focused
on building a comprehensive data
dictionary. We put a lot of effort into
creating the correct standardization
and automation of the data feeds and a
secure way to transfer data,” says Shukla.
Droste notes the importance of this
upfront collaboration and the need
to put in place a solid foundation for
further advanced data concepts. He
knows it was an essential part of helping
Alter Domus gain a true understanding
of the kind of accounting data necessary
to drive Heitman’s business.
Gregori believes that Shukla’s data
outlook is ahead of the curve in the real
estate industry and his commitment
to going further will deliver real data
quality and agility. Shukla notes: “We
started with a focus on domestic
accounting data sets and we are looking
to evolve this. One of the advantages of
the DaaS approach is that it is agnostic
of the underlying system and opens up
a very fluid evolution path for our data
expansion.”

AUTOMATING EFFICIENCY
The actual mechanics of the process see
Heitman’s accounting data delivered
from Alter Domus via DaaS data feeds
into Heitman’s global data and analytics
platform, first landing in a data lake.
Shukla says: “Real estate is extremely
data rich, with different formats and
different ways of getting it– structured,
unstructured, and semi-structured, and
data lake– is a highly effective and robust
mechanism to store this wide array of
data and data styles. Transformation,
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aggregation and enrichment are applied
on top of the data we receive. Then, via
our cloud platform, we have the ability to
provide for different data consumption
needs.”
Shukla sees this move to DaaS as a
‘synergistic extension’ of Heitman’s
relationship with Alter Domus.
Droste asks if there were any special
considerations to take into account
when combining DaaS with the build of
the new platform. Shukla replies: “We
leaned into the relationship to make this
work. It is vital that there is a crystalclear understanding of the processes
and taxonomy involved as well as
tough quality checks in place upstream,
because catching any issues with data
quality downstream is more expensive.”

“As a firm, we have invested a
lot in automation and robotics
and have built a dedicated,
talented team. It will factor into
a number of our processes,
especially in the DaaS model.
Removing human intervention,
reducing error and increasing
the speed of deliveries all results
from that investment. We have
added quite a boost to the
quality of service.”
Michael Gregori
Managing Director and Real
Estate Operational Leader for
North America

“The fundamentals have to be strong, because any derivatives of those fundamentals
are directly correlated to what you start out with. I would add that the X factor in
all of this is the synergies between what we do and what Alter Domus does. It is the
synergy and the shared strategic view which gives us the operational alpha.”
Peeyush Shukla
Chief Information and Technology Officer at Heitman Real Estate

SYNERGY, FLEXIBILITY AND
STANDARDIZATION
While the process for most firms
thinking of moving towards more
technological solutions is likely to be
similar, Droste says the focus should be
fixed firmly on identifying flexible but
standardized ways of data collection.
“If we are flexible on what data points
we bring in, but are diligent about
normalising those data points, once
they are on our platform, they are
standardised and robust internally.
Shukla explains the approach taken to
identify the right data points and define
accurate data contours in order to build
a platform designed to meet a number
of different objectives. He reveals: “By
drawing together cases from right
across our teams – asset and portfolio
management, research, client services
and reporting – we identified clear
requirements that helped highlight
the footprint that we needed from our
accounting platform. The platform is
meant to support our clients and our
internal stakeholders. And though it
took us a lot of effort up front, it was
time very well spent.”

“As long as you have the data
sorted appropriately, you have a
more flexible way of delivering
that data. Our main goal is to
continue working on identifying
ways to bring the data onto our
platform in the most efficient
way possible. The key is
making sure that the base
data is strong.”
Alex Droste
Global Real Estate Platform
Leader

11

TECHNOLOGY

AUTOMATION SPURS
A NEW ERA IN THE
ALTERNATIVE FUND INDUSTRY
Key considerations for COOs and CFOs
in establishing automation programs
Despite the significant progress
made by the financial sector in recent
years, the alternative fund industry
lags behind others when it comes
to digitization. Although web-based
portals, digital signatures and digital
onboarding are all steps in the right
direction, the industry as a whole
has been slow to unlock efficiencies
and increase service quality through
technology.

While the pandemic has undoubtedly fast-tracked the adoption of automation in
finance as a whole, it’s also forced organizations to think and act rapidly in order
to chart the best route forward. Throughout the course of 2020, many of the firms
who’d already put automation technology in place were better positioned and more
resilient as workers adjusted to working from home while bots continued processing
at their full capacity. Against this backdrop, one may begin to question what the
next era of alternatives may look like as automation programs accelerate.
In an exclusive interview, Danilo McGarry, Head of Automation, and Maximilien
Dambax, Group Product Head of Fund and Corporate Services at Alter Domus, draw
on their experience to give their take on automation journeys in the alternative fund
industry.

Alternative
fund
industry

Q: STARTING WITH THE BASICS, WHAT’S THE DIFFERENCE BETWEEN
AI, RPA, AND MACHINE LEARNING?
Danilo McGarry: For me, robotic process automation (RPA), cognitive or intelligent
automation, machine learning, and artificial intelligence (AI) are all part of the
automation world. RPA and pure automation is born out of process improvement
needs, while AI is created through machine learning algorithms by structuring data
in deep learning and neural networks—making the art of data science crucial.
However, if you step back and look at why a company may be building AI
capabilities, it’s often for the purpose of automating or augmenting their decisionmaking processes. It can be argued that machine learning and AI technology stacks
also fall under the automation umbrella, given they’re alternative means to automate
what a company does. The combination of the two is something I like to call
intelligent or cognitive automation.
Casting away the jargon and breaking it down into its simplest terms, RPA is like
the hands of a human; the ability to click on the mouse and type on the keyboard.
Optical character recognition (OCR) is the bot’s ability to read characters on the
screen, while natural language processing (NLP) is the bot’s ability to interpret
language, giving you essentially the eyes and ears. So when you combine RPA, OCR
and NLP, you have the basic components of a human being. From there, machine
learning allows humans to show the bot the ropes, allowing it to learn over time by
connecting the dots using neural networks and deep learning.
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User Acceptance Testing (UAT) is a comprehensive process
where we test every possible scenario and roll-out to full
production, letting the bot do everything it was designed to
do and continuously monitoring it for any improvements that
could optimize performance.
We’ve taken a careful yet aggressive approach to automation,
as we understand it’s a positive disruptive technology and
want to use it carefully and for the right applications as
Maximilien mentioned. In our portfolio of automations to-date,
we have a delicate mix of low-hanging fruits, some mediumterm projects, as well as long-term, highly disruptive uses of
automation that have the potential to positively revolutionize
the alternative funds space.

Q: WHAT LESSONS HAVE YOU LEARNED IN YOUR
OWN AUTOMATION JOURNEY?
Dambax: So far in our journey, we’ve launched 13 bots, three
R&D efforts, one global automation marketplace for people
to order bots, as well as one process mining capability.
Throughout this period, we’ve come away with a few key
considerations to keep in mind.

Key Consideration #4:
Which automation experts will help you scale?
RPA tries to replicate human tasks that have already been
optimized. AI tries to predict things before they happen or
augment a decision a human will make by providing them
with better data. Whatever the application, it comes down
to the question of “what does a human really need in order
to perform better in their role?” Such requirements can only
come from high performing subject matter experts that know
the job, departments and industries well enough to think
laterally. You’ll also need automation experts that are wellversed in the different uses of automation across industries
so they can bring the benefit of outside industry experience
as well. The true power of automation can only be harnessed
through collaboration between determined and well-qualified
people with the right business mindset.

Key Consideration #1:
What business problem are you trying to solve?

Q: ALL THINGS CONSIDERED, WHERE IS FOCUS
BEST PLACED IN AN AUTOMATION JOURNEY?
Maximilien Dambax: For a majority of firms, automation
programs focus primarily on two goals: cost containment
or reduction, and efficiency gains. While these are certainly
worthy causes that resonate well at board level, they’re often
missing the necessary transformation in the organization to
become a true catalyst for end-to-end operational change.
The focus here should not only be on creating leaner
processes, but also on new ways of operating, placing controls
and focus at different levels with additional time spent on
value-added tasks or risk areas. This approach helps get your
current workforce onboard and actively participating in the
program, which is critical as they drive the re-write of existing
and to-be processes. The end result is a much longer-lasting
solution that still captures efficiency and cost containment,
but further highlights the time and financial investment
necessary to get the organization to that level.
McGarry: I fully agree with Maximilien on this. Designing
automation solutions and orchestrating them in a way that
both humans and bots can work harmoniously alongside each
other takes real outside-of-the-box thinking and execution.
Scaling that infrastructure to create truly tailor-made AI
capabilities takes not only time, but also the right people and
the right company culture too.
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It’s no wonder that the World Economic Forum has coined
AI as the 4th Industrial Revolution—this technology is truly
changing how companies, governments and societies think,
work and behave. Such a transformational capability takes
time to harness and must always be done with clients’ needs
at the center of everything you do. At the end of the day,
automation is all about improving client satisfaction and the
employee experience.

Q: WHAT TYPE OF METHODOLOGY SHOULD BE
APPLIED TO AUTOMATION PROGRAMS?
Dambax: The automation revolution is here and accelerating
rapidly due to Covid, so the big question now is not “if” or
“when,” but rather “how is it best applied?” So long as there’s
strong dialogue driven by the business’s need—what problem
are we trying to solve?—then the right automation use cases
naturally emerge. What’s paramount is getting the automation
philosophy, design thinking, and agile mindset entrenched
within operational teams.
McGarry: What Maximilien described is the exact methodology
we used to introduce and continue fostering the automation
mindset at Alter Domus. When running the automation
operations room and building our automations themselves,
we’ve followed a rigorous process analysis methodology to
ensure we capture all the requirements carefully while also
reengineering any inefficiencies that are found.

It’s important to ask “What are the true pain points of the
service line?” In the middle and back office environment of the
fund services business, problems are often triggered by the
volume of transactions coupled with manual research, input,
and resolution implied. Volume is one important dimension
but risk and complexity are other areas where business teams
should focus their attention with technologists.

Key Consideration #2:
Where is data structured and controlled?
RPA is incredibly powerful in the areas of your business
where you have a series of repeatable tasks, data collection
or entry, and multiple manual steps with limited to no
judgement required. In those scenarios, RPA is highly effective
and accurate in the quest for automation, but falls short in
providing real transformation if there is not enough time spent
on the end-to-end redesign process.

Key Consideration #3:
How can I plan ahead for adoption?
Efficient technology adoption generally occurs by means of
a formalized process. It begins with the “why” but is also a
matter of partnership throughout the organization between
HR, client service, technology, and finance teams in order to
achieve true process transformation. Prior to launching, you’ll
need to know the metrics that will be measured to track not
only the automation ramp-up but also the team’s automation
usage over time. With the combination of the two, you’ll be
better poised to maximize the return on investment.
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EXPLORING THE NEW
NORMAL IN REAL ESTATE
INVESTMENT MANAGEMENT
The global impact of Covid-19 has been
swift and severe, forcing change upon
people, businesses and entire industries
at an unprecedented pace and scale.
At the recent PERE Asia Summit,
Anita Lyse, Group Head of Client
Segments and Head of Real Estate at
Alter Domus, led a panel of industry
experts through an insightful discussion
around the impact of Covid-19 on
real estate investment management,
and future trends arising from new
developments in digitisation, analytics
and blockchain technology.
Speaking with Nick Moore of Lionpoint
Group, Sung Lee of Altus Group, Neal
Gemassmer of Yardi Systems BV, and
Adrian Lai of Liquefy, Anita uncovers
how as markets around the world
scramble to regain a foothold in the
post-pandemic landscape, a common
theme has emerged in the accelerated
application of technology.

ACCELERATING ADOPTION OF
TECHNOLOGY
Acknowledging the pandemic’s
impact on nearly all aspects of
fund management – from market
environments and fund raising to
deal pipelines – Lyse commented on
the overall positive effect Covid-19
has played regarding the adoption
of technology, noting, “People and
companies have embraced technology
over the last six to nine months way
faster than what we have seen over the
last six to nine years.”
Nick Moore, Founder and Executive
Director of Lionpoint Group, agreed.
“The reaction we’ve had from many
CTOs is that Covid has been good from
a technology perspective, because it
really opened the eyes of the business
to what technology had been telling
them for years – which is that we need
to digitise, and we need to invest in
technology so that we can be nimble
and react quickly to what’s happening
around us.”

robots, logistics management software,
reshoring technologies, last mile
delivery optimisation and restocking
management systems. We’ve seen
similar patterns and trends for other
property types as well.”
According to Neal Gemassmer, Vice
President, International of Yardi Systems
BV, the current pandemic has shone
a spotlight on how technology will
become a differentiator going forward.
He shared, “It’s not only highlighted that
the owners of the real estate may lack
the tools, but downstream their different
partners are often not as digitised as
well. Not surprisingly, it’s apparent that
organisations that have heavily invested
into technology prior to the pandemic
have certainly had an advantage overall.”

EVOLVING TRANSPARENCY
EXPECTATIONS
In times of crisis, investor demand for
insight into their assets increases. Lee
remarked, “The industry is demanding
more granular or lease-level analytics
because of the nature of the current
crisis and its impact on property
fundamentals. Also, because of the
advancement in technology, we’re seeing
more predictive analytics at a portfolio
level for risk management and decisionmaking purposes.”

“This means property management
systems, BCRM, cash flow forecasting
valuation and all reporting solutions all
need to be in sync, and also align data
and analytics back to the common users
for real time analytics and reporting
purposes. In this regard, cloud-based
applications, API technology and datamanagement-as-a-service are all gaining
momentum in our industry,” he added.
Noting similar trends, Moore found,
“We’ve got many clients who moved
from a typical monthly or quarterly
reporting process to daily reporting
on at-risk assets in certain sectors, and
the level of granularity of detail that
was being requested from asset and
property managers was far greater than
what they’re used to providing in normal
BAU reporting.” As a result, many firms
discovered that they simply didn’t
have the tools in place – or potentially
had parts of the solution, but lacked
an integrated environment from a
technology perspective.

Guiding the discussion towards regional
differences, Lyse asked Gemassmer
for his insight in dealing with a global
client base. He observed, “Certainly
in North America, just because of the
higher level of adoption of technology,
there’s been less of an issue. However
in Asia, which has traditionally operated
across multiple different countries and
fiefdoms, the ability to get granular
data as a property manager from an
external service provider has been more
challenging.”

Citing the logistics sector as a
particularly strong example, Sung
Lee, Executive Vice President, Global
Accounts at Altus Group, explained
how Covid had accelerated the
replacement of brick and mortar with
online shopping. “Online retailers are
responding to this trend by investing in
more logistics space and technology:
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BLOCKCHAIN APPLICATIONS
Lyse next turned the conversation
towards tokenisation and blockchain
technologies, emphasising recent
developments in practical applications
for the real estate investment sector.
Remarking how the technology
remained a mystery to some in the
industry, she called on Adrian Lai, Chief
Executive Officer of Liquefy, to provide
a few insights.
“Tokenisation is a way for asset owners
to access new fundraising channels
leveraging blockchain technology,”
explained Lai. “While the technology
itself is intriguing, over the past year the
exciting developments in Asia and Hong
Kong have been applications in the real
estate industry. What’s being tokenised,
similar to REIT products, is actually
securities.”
In this usage case, managers could apply
for a license in one jurisdiction (say, for
example, the UAE) that allows them to
operate primary and secondary markets
for a tokenised real estate product, even
though the underlying property assets
may reside in a completely different
jurisdiction (for example, Hong Kong).
Lai continued, “It’s still very early
stages for applications in the real estate
industry. We’ve now seen several use

cases evolving in Hong Kong in 2019
and over the past 12 months – usually
from single asset origination, although
we have also seen real estate private
equity.”

management process. These tools
streamline the appraisal process and
provide critical data and analytics back
to the investment community on a real
time basis.”

“At the end of the day, the blockchain is
basically a ledger to record transactions
and ownership. It replaces a traditional
register of members. Digitising this
ledger allows us to manage individual
investors much more effectively
than before – as we’ve seen with
crowdfunding structures, which have
now been done in a number of markets,”
said Lai.

“For example, we track about 400 data
points on each appraisal or review,
and we benchmark them against
similar assets using our database of
8,500 properties. In this case we’re
providing additional objectivity
and some consistency in our review
process. Recognising the benefits of
this approach, we have seen numerous
clients outsourcing their entire valuation
management functions – I think it’s a
trend that’s likely to continue for some
time,” he added.

RE-EVALUATING VALUATION
Investment managers are always
looking for valuation processes that are
robust, auditable, comply with rules and
regulations and provide access to data
for additional analytics and reporting
on a real time basis. These needs have
only accelerated during the current
pandemic, with the rising popularity of
monthly and even daily-valued funds.
According to Lee, “From a technology
perspective, workflow and data
management solutions, valuation
and performance benchmarking, and
data analytics tools are all becoming
important parts of the valuation

BIG DATA ANALYSIS
Although big data has been a buzzword
for many years, differences between
“on paper” and “in practice” have
proven quite challenging in real estate
investment management as every asset
class is different, every geography is
different and every firm is structured
differently.
“If you are a single sector manager with
an in-house management structure, then
likely your data is quite good because
you have control over accounts, you

have control over definitions of data,
and you’re managing that in-house
on one single platform,” says Moore.
“The next step up is multi-sector
managers, and now data is different,
the terminology is different, and you’re
dealing with many more data points.
Now extend that geographically. The
management of assets in North America,
in Europe and in Asia have different
legal requirements and use different
definitions.”
Although firms have struggled with these
challenges for decades, Moore indicated
that technology-based solutions are
beginning to appear. “We’re now seeing
a lot of cloud-based tools coming to the
market to help with data management
and aggregation. We’re also seeing a big
effort from the top down to try to clarify
definitions of data and educate all parties
along the value chain of real estate of
what that means, and to use technology
to capture that data in a more
streamlined and normalised fashion.”
Gemassmer pointed out that
standardisation remained key to reaping
insight from big data, commenting,
“I think what’s different now is that
technology allows us to have a more
effective process to collect that data in a
standardized process. The challenges are
how to align data collection processes
across different sectors and different
geographical areas.”
“Another interesting point will be data
residency. As with GDPR, governments
are increasingly looking at personal
information that needs to reside onshore. I think this will be a challenge
in terms of how one aggregates and
anonymizes data so there are key metrics
we can view and make decisions from
– while still working within a framework
of data residency that will increasingly
require personal data to be stored at the
local point,” he continued.
Providing his view on how blockchain
technology could assist in the process
of data gathering, Lai added, “A
blockchain-based or machine learningbased protocol can be used to ensure
security and reliability of data sharing.
As they feature higher security levels
and resistance to attack than traditional
database sharing models, blockchains
are particularly useful for sharing and
processing data amongst a number of
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devices – which is only going to become
more popular in the future.”

long way from figuring out how to adopt
AI for real estate.”

In addition to collection, another
major challenge in data management
comes from translating the numbers
into commercial insight. “From our
perspective, the challenge is not only
getting the data but also putting it in
usable form,” said Lee. “I think we’re
really continuing to push the boundaries
of what data can do – in terms of
forecasting, analytics, benchmarking,
as well as creating new products and
services.”

“The direct applications for machine
learning and AI, at least today, are very
much on the resident and tenant side,”
concluded Gemassmer. “As we go up
the value chain, machine learning will be
applied to the budgeting and forecasting
process – all the way through to other
operational areas such as facilities
management, such as making the
decision whether to repair or replace a
broken piece of equipment.”

THE NEXT FRONTIER:
ROBOTICS AND AI
Before drawing to a close, Lyse touched
on the final topic of robotics and process
automation, as well as applications
of artificial intelligence in property
investment.
According to Moore, “What we’re seeing
is that the application of automation
and RPA benefits the most in processing
very large volumes of similar data – firms
such as large administrators working
to process tens of thousands of similar
documents, like capital call statements
from investors. However, I think we’re a

KEY TAKEAWAYS
The Covid-19 pandemic has accelerated
the adoption and application of
technology in real estate investment
management, from fundraising and
valuation to reporting and forecasting.
As technologies such as tokenisation and
blockchain allow managers access to new
markets and investors, developments
in data collection and reporting are
allowing finer granularity and more
timely valuations than ever before. To
this end, administrative and technology
service providers are pushing the
boundaries to provide more streamlined
solutions and insightful, actionable data
for their clients.
19
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NEW PARADIGMS IN
REAL ESTATE
ASSET VALUATION
As the Covid-19 pandemic continues
to impact livelihoods and economies
around the world, real estate
investment managers find themselves
facing new challenges for valuing their
assets. Sensus recently engaged two
industry experts to share their views
on technology’s role in the valuation
process, the impact of the pandemic on
asset values, and the challenges faced
by external appraisers in the current
environment.

Julien Sporgitas,
Head of Advisory EMEA, Altus Analytics, Altus Group
Julien Sporgitas oversees the advisory practice for Altus Group in the EMEA region
and provides valuation management services to the largest Pan-European fund
managers covering more than EUR 35 billion in volume, with more than 1,500 assets
across main real estate sectors and markets.
Stephane Campori,
Director Real Estate, Alter Domus
Stephane Campori is Director Real Estate at Alter Domus in Luxembourg. Alter Domus
provides a complete range of vertically integrated solutions to the alternative
investment industry and serves ninety percent of the world’s largest real estate
firms at the time of this magazine’s publication.

AS A STARTING POINT FOR OUR DISCUSSION, WHAT DIFFERENTIATES
THE ROLE OF EXTERNAL APPRAISERS IN THE REAL ESTATE SECTOR
FROM OTHER INDUSTRIES?
As an investment, real estate is a more complex asset class that requires a specific
set of competencies, as well as third-party valuations. According to Julien Sporgitas,
Head of Advisory EMEA at Altus Analytics, the intrinsically illiquid nature of real
estate also requires the assets to be valued independently on a frequent basis.
“There is a definite best practice to externalise the valuation exercise. Frequency will
vary depending on the nature of the funds of course, but this is a key differentiator
from what you will see in other asset classes.”

BASED ON YOUR EXPERIENCE, HOW CAN TECHNOLOGY FACILITATE
THE VALUATION PROCESS AND THE DELIVERY OF DATA?
Believing that the effective use of technology begins with the quality of data,
Sporgitas remarked, “Integrity, transparency and consistency are the big three items
when it comes to data. From a technology perspective, valuation and performance
benchmarking, as well as data analytics are some key parts of the valuation
management process. Fund managers usually sit on a wide range of data points, and
the challenge is to really use and leverage the data to provide fruitful insights.”
Sporgitas added, “For each appraisal at Altus Group, we track numerous data points
and use our database comprised of a large number of properties. This allows us
to streamline our valuation process for each appraisal while also bringing more
consistency and objectivity.”
Stephane Campori, Director Real Estate at Alter Domus concurred, “As a third-party
administrator, we see an increasing number of client requests for more granular
data. These requests are coming not only from investors but also from asset
managers who are continuously seeking benchmarks for the overall performance of
their portfolios, and the ability to closely monitor KPIs relevant to their business.
“As fund administrators we have a strong focus on ensuring the accuracy,
consistency and integrity of the data we deliver to our clients,” Campori explained.
“To this end we are implementing a “data-as-a-service” model and have invested
heavily in technology solutions to consume and manage data. We are extending
our real estate platform from the US into Europe and Asia-Pacific – which, besides
hosting Yardi, allows for greater operational efficiency through automated data
collection and standardised reporting.”
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seen. With the recent pick-up in transaction levels in Q4 and the
pipeline we see with some of our clients in early 2021, there is an
expectation that valuation uncertainty will not be reinstated in the
immediate future. However, the impact of Brexit could potentially
be another game changer for certain asset classes so this will
need to be monitored during the next couple of quarters.”

WHAT ARE THE MAIN BUSINESS IMPACTS OF
VALUATION UNCERTAINTY?
Noting that uncertainty in valuations creates greater volatility,
Campori explained that it can also lead to suspend trading, which
was the case for some open-ended UK property funds, as well
as increased repayment risk caused by early redemptions. He
cautioned, “Uncertainty also disrupts the fundraising process, and
may even indirectly lead to a breach of loan covenants if firms fail
to demonstrate compliance with Loan to Value ratios.”
Sporgitas added, “Material uncertainty has led to a flight to
quality. Market players are competing for the same assets,
resulting in significant premiums in transacted prices for core
assets in prime locations.”
Campori agreed and added, “We are noticing a general ‘wait-andsee’ attitude amongst clients, with a sense that fund managers are
looking for opportunities in the next three to four months. I think
that when the first movers take action, the followers will be right
behind them.”

HOW DO THESE EXCEPTIONAL CIRCUMSTANCES
IMPACT THE FAIR-VALUE DISCLOSURE IN THE
FINANCIAL REPORTING?
“There is a clear need for disclosing more transparency,
particularly in techniques that are used for valuing assets as

HOW HAS THE COVID-19 PANDEMIC IMPACTED THE
VALUATION PROCESS?
“This has been an evolving process for all of us,” reflected
Sporgitas. “Being able to value assets in the context of
uncertainty, where the pandemic prevents you from conducting
site visits, together with a lack of comparable evidence, leads to
a real challenge in determining an asset value that can be relied
upon from a fund Net Asset Value perspective.”
Asked if he had faced any situations where asset owners
disagreed with appraisers’ valuations, he commented, “It’s a
bit of a vicious circle. If there’s uncertainty in the valuation
process, it raises questions around the ability to determine a
reliable Net Asset Value for your fund. Uncertainty adversely
impacts confidence in valuations which in turn impacts
transaction volumes. But if nobody is willing to transact, what
market evidence can a third-party appraiser use to determine
a market value?”
“The pandemic has certainly increased scrutiny on the
valuation process from investors, regulators and external
auditors,” added Campori. “At the same time, valuation bodies
such as the Royal Institute of Chartered Surveyors – as well as
professional associations like INREV and AREF – have been
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well as key assumptions taken to determine asset value. There
will be a lot of scrutiny, especially from external auditors on
these aspects and how they relate to the year-end financial
statements,” said Campori.
While acknowledging the importance of robust stress testing
procedures being disclosed under certain financial reporting
frameworks, he also emphasised the need to avoid being too
general in disclosing the impact of the pandemic on the value
of the assets, noting “It cannot be a simple ‘copy and paste’
disclosure that is used across several financial statements but
needs to consider various features including the nature and
location of the underlying assets.”

ANY KEY TAKEAWAYS FOR EXTERNAL VALUERS?
“I think there will be more scrutiny on the valuation process as
a whole, and also more scrutiny on fund managers in terms of
what independent controls are in place to assure the appointment
of valuers is done following best practices – and that valuations
of third-party appraisers are being properly challenged,” said
Sporgitas. “In the current environment, the ability to leverage data
and technology to drive efficiency and more transparency towards
investors on performance analytics will be a key consideration for
fund managers.”
Campori added another point around increasing frequency of
valuation as an approach to mitigating risk. “We have seen some
of our clients managing open-ended vehicles with a quarterly
Net Asset Value calculation, switching from an annual to a
quarterly valuation exercise. This may be a temporary decision
taken under the current circumstances, but it’s definitely a trend
we’re seeing in the market and one resulting in more work for
external appraisers.”

proactive in releasing guidance and best practices to ensure
a consistent approach within the industry. As a silver lining,
Covid is also providing an opportunity to clarify the roles and
responsibilities of each party – from fund manager to external
appraiser – around the valuation process. And now more
than ever, fund managers need to be able to demonstrate the
robustness and independence of the valuation function.”

WHAT ARE THE MAIN CHALLENGES FACED BY
EXTERNAL APPRAISERS IN TERMS OF REPORTING
TO INVESTORS?
Acknowledging the challenges of adjusting the reporting
framework to reflect market uncertainty, Sporgitas recalled, “The
effort was very well coordinated at the beginning of the pandemic
to disclose valuation uncertainty clauses consistently in third
party appraisals.”
Uncertainty clauses have gradually been lifted since Q3 2020 for
several real estate asset classes, including logistics, prime office
buildings, hypermarket and food retailers as the industry adjusts
to the new normal. Sporgitas continued, “Nowadays we are seeing
more market conditions clauses, which reflect the state of the
market – the fact that we’re in a pandemic. It’s much less strong
than a valuation uncertainty clause, and that’s the evolution we’ve
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COOL HEADS CAN HELP
COMPANIES RIDE THE
RESTRUCTURING WAVE
State interventions helped many
companies impacted by the coronavirus
pandemic to defy gravity during 2020,
and markets are preparing for a wave
of debt restructuring as reality bites
this year. Boris Betremieux, Head of
Loan Successor Agency, Europe, at
Alter Domus, believes loan agents can
play a key role in helping borrowers
and lenders take a constructive, longterm approach.
“Whatever it takes” was the phrase
used by former European Central Bank
president Mario Draghi to describe
his approach to the Eurozone crisis
back in 2012. Eight years later, the
same mindset from central banks and
governments across the globe helped
keep the business world artificially
afloat during the Covid-19 pandemic.
In the first two months of the pandemic
alone, the global total rescue package
– a combination of subsidies and state
aid – amounted to more than $10 trillion
dollars. But such state largesse cannot
last forever. With support schemes
expected to wind down by the second
quarter of 2021, debt markets are
bracing for a surge in corporate defaults
and insolvency proceedings, and a wave
of debt restructuring.

CHOPPY WATERS AHEAD
“We will see an unprecedented ‘dualtrack’ recession/M&A situation play
out,” says Boris Betremieux. “Some
sectors, such as transport, tourism,
entertainment and hospitality, remain
deeply affected, while others, such as
financial services and law, have emerged
not only unscathed but well placed.” As
a result, the business of restructuring
troubled companies is now gearing up,
in parallel with acquisition financings.
According to Moody’s, corporate
defaults are already rising. November’s
trailing 12-month global speculativegrade default rate ticked up to 6.7%
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(from 6.5% at the end of October), more
than double the pre-pandemic default
rate of 3.3%. Markets are preparing
themselves for more to come.
“You would hate to refer to the
pandemic as an opportunity, but it
has clearly going to have an impact,
particularly across Europe, that will
create broader opportunities for private
participants. Law firms are building
out restructuring teams to meet the
anticipated demand for their services.
At the same time, hedge funds and
private debt funds are overburdened
with capital to deploy, and limited
partners are applying more pressure for
them to put this capital to use. We’re
anticipating a busy few months.”

THE INCREASING NEED FOR
SUCCESSOR AGENTS
Defaulting on debt service payments
or loan covenants could also mean the
resignation or removal of the agent,
leading to the borrower choosing
a successor agent to take up the
administrative functions of their credit
facility. But there are other reasons why
companies will be calling on the services
of a successor agent. As Betremieux
explains: “In many cases, the exiting
agent will resign to avoid a conflict of
interest arising from the capital structure
of the business. But we are also likely
to see a number of traditional agents
choosing to step away on a purely
reputational basis. Many will want to
maintain a positive relationship with
the debtor and avoid being seen as
enforcing or imposing strict new security
requirements during a restructure.”

THE ROLE OF THE
SUCCESSOR AGENT
Once the successor agent steps into
the shoes of the exited agent, the hard
work of restructuring really begins.
According to Betremieux, “A successor
agent needs to hit the ground running

and swiftly become well-versed with
the dynamics of the capital structure.
Every restructuring is bespoke with
its own set of motivations, strategies,
pressure points, and critical path and
timing. As the picture starts to emerge,
the successor agent needs to be
flexible, innovative, and take a practical
approach to help smooth transactions
at every stage.”

COMPANIES SHOULD BE WARY OF
RESTRUCTURING PITFALLS
As distressed businesses take stock
of their situation, senior management
must ensure any restructuring is
sustainable, and affords them the
opportunity to recover. According to
Betremieux, distressed companies
should resist taking decisions that only
worsen their vulnerability or see them
relinquishing control. Borrowers should
be particularly mindful of ‘loan-to-own’
strategies, where private debt funds will
look to buy up discounted debt with the
aim of taking ownership, or breaking up
the debt to sell on at a profit.
“Extreme measures are rarely the best
way to proceed. Companies need to
look beyond the short term and focus
on what will restore and maintain
confidence in the long-term future of
the business. The best way to achieve
this is to work with lending partners
who show a genuine willingness to help
and are prepared to restore capital lines
and fund future expansion.”

THE VALUE OF DEVELOPING
LASTING RELATIONSHIPS
With credit facilities expected to
refinance within five to six years, and
with consequential opportunities for
further mandates at this stage, the
relationship between company, lenders
and agent should be built to last.

concentrate on the core of their
activities, which for lenders is to deploy
capital, and for companies to run their
business. Alter Domus can efficiently
step in and offer a solid technological
platform that enables delivery of swift,
clear and timely communication with
all stakeholders involved in order to
monitor and keep things on track
through each step of the restructuring.
Companies want to work with an
agent that is proactive, responsive,
solution-driven,
sharp and adaptable.
Trust is earned by
working closely and
constructively with the
client. There are no
shortcuts.”

REASONS FOR
OPTIMISM
Ensuring all parties
remain on-board during
a restructuring can
sometimes be a delicate balancing
exercise. But Betremieux believes
most parties enter the process with a
constructive mindset. “Any restructuring
is a difficult experience to go through,
and that is true for the company
of course but also for the existing
creditors who would obviously prefer
their investments to remain healthy.
They have a clear interest in helping
companies to restructure their debt in
viable and sustainable ways that set
them on a path to return to growth.
Coordinating committees, steering
committees, and companies work
extremely hard to find solutions that
are acceptable to all involved, and the
work will be well worth it if it leads to a
healthy business with a viable future.”

Betremieux explains: “Parties need
to know that they can safely offload
the administrative burden on us and
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Q&A:
IRELAND’S FUND INDUSTRY
EMBRACES CHANGE
Pat Lardner, Chief Executive of Irish
Funds, which represents the Funds
and Asset Management Industry in
Ireland, recently took time to talk to
Ross McCann, Head of Funds Services
Ireland, about some of the key issues,
challenges and opportunities the
industry is seeing today. Despite the
shockwaves of last year, there is much
to look forward to and a positive mood
is in the air.

LOOKING BACK ON LAST YEAR’S
UNPRECEDENTED UPHEAVAL,
HOW WELL DO YOU THINK THE
INDUSTRY RESPONDED TO THE
CHALLENGES FACED AND WERE
LESSONS LEARNED?
2020 saw tragedy and disruption, but
it is important to acknowledge that
our industry has been less impacted
than many others. We faced three
simultaneous disruptions: operational;
market volatility; and volumes of activity.

Yet we adapted and performed in a way
that has been truly excellent. We have
shown real resilience, not just at industry
level, but as individuals, teams and
organisations. But we also saw many
examples of people and companies
reaching out to support others, those
severely impacted or less fortunate.
It demonstrated the role we have
as members of the community, as
part of the broader society. As for
lessons learned, well, we have shown
ourselves to be amazingly adaptive and
innovative. Such a broad-based health
and economic shock has highlighted
the deeply interconnected nature of the
financial markets, how banks and market
intermediaries behaved, how official
actors intervened and offered support.
I think the industry, regulators, and
policymakers performed incredibly well
in such stark circumstances.

YOU TOUCHED ON
INTERCONNECTEDNESS, WHAT
ARE THE KEY ROLES YOU SEE
FOR IRISH FUNDS BOTH AS AN
INDUSTRY BODY AND AS WE
LOOK AHEAD TO 2021?
Our common, consistent and central
role is to be the voice of the industry.
However, we need to re-evaluate who
we must engage with and how we
explain our role and the value we bring.
We are constantly seeking ways to
create real collaboration around both
opportunities and challenges. In 2021
our advocacy work is going to be at the
forefront, both in Ireland and in the EU.
Whether that is ESG, capital markets
union, sustainability or Covid recovery
and our role in funding that. We will also
be looking at areas where we need to
ensure that the direction of travel on
policy and regulation does not actually
stifle competition or investor choice.
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I think there are two key roles for us
in the coming years. Firstly, how do
we bring an increasingly diverse pool
of expertise and knowledge within
the industry together for the benefit
of the collective membership? And
in the longer term, we must focus
on providing strong leadership in
identifying opportunities and risks.
What capabilities do we need to have,
what competencies are critical for the
operational environment?

“Ultimately, it is about being
competitive, compelling and
highly trusted in terms of the
range of solutions we offer.
There is plenty to be getting
on with in 2021 as we seek to
find new and innovative ways
to engage and collaborate with
people.”
Pat Lardner
Chief Executive of Irish Funds
“The service ethic and quality
of the people across the
industry really shone through.
The support and cooperation
in terms of badly needed
information, intelligence and
insight that was provided to
regulators and policymakers
was very important, driving
everybody to communicate and
interact in lots of different ways.”
Pat Lardner
Chief Executive of Irish Funds
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IRELAND IS HOME TO MANY DIFFERENT FUND
TYPES, PARTICULARLY OPEN-ENDED FUNDS. BUT
IN RECENT YEARS IT HAS POSITIONED ITSELF
AS AN ATTRACTIVE JURISDICTION FOR CLOSEDENDED PRIVATE FUNDS. WHAT IS THE RATIONALE
BEHIND THAT?

THE CENTRAL BANK OF IRELAND, AND MORE
GENERALLY ESMA, HAVE RECENTLY FOCUSED
ON LOCAL SUBSTANCE REQUIREMENTS FOR
MANAGERS. HOW DO YOU SEE MANAGERS FACING
THESE CHALLENGES AND THE ROLE OF SERVICE
PROVIDERS IN SUPPORTING THEM?

We want Ireland to be recognised as the premier location to
support global investing. And we are already delivering on
that vision. But we did have a gap in our offering for private
market strategies – private equity, infrastructure, real estate,
renewables. That gap, alongside a continuous low interest rate
environment, has seen investors with no immediate need for
liquidity, seek many different return premiums, including those
less correlated to their other asset allocations. The EU’s Green
Deal, supporting economies and enterprises as they emerge
post-Covid, adds extra impetus. In terms of rationale, it is
about the completeness of our offering and being fully aligned
with both the low interest environment and some of the big
policy initiatives at national and EU level. .

The debate about effective governance and oversight is longstanding with Brexit bringing greater impetus to it. We have
seen many organisations either establishing or expanding their
regulatory presence here. What is notable is the number, size
and strength of those names coming here. Ireland’s central
bank has been clear that it is not solely about substance, it is
three things linked together. Firstly, there needs to be effective
supervision of entities whose regulatory anchor is very much in
Ireland. This is about how a business, as an authorised Irish entity,
is supervised and run from here. In particular, those firms who
do not undertake all of their activities here. Such organisations
must be clear about how activities undertaken elsewhere are
supervised and overseen. There are challenges and questions
to be asked and the bank is encouraging managers to speak
to the supervisory bodies. What is clear that those firms
that have gone through the Brexit authorisation process
understand very clearly the expectations around substance.

WHAT SORT OF TRENDS ARE YOU SEEING IN
THE PRIVATE FUNDS SECTOR GLOBALLY? WHAT
FEEDBACK FROM MANAGERS AND SERVICE
PROVIDERS ARE YOU HEARING?
For diversified investors, market valuations suffered
significant turbulence last year. But having now rebounded,
strategic asset allocations have the space and capacity to
invest in private assets. There is still room for growth. We can
see that those investors are also participating in financing
the economy. With a question mark hanging over the ability
of banks to support enterprises and economies moving
into recovery, there is definitely an opportunity for fundbased investors to step in. There is no doubt that we have
seen continually good volumes of fund raising in the private
equity space, running about €90 billion a year in each of the
last five years. Whether it in terms of debt or other areas,
investment opportunities will arise in new and emerging
industries as a consequence of the pandemic.

“From the service provider side, we have seen
a greater trend for outsourcing from managers,
particularly from US managers who have tended

This is not specifically an Irish problem but is part of a much
broader European debate and focus. From an AIFMD review
point of view it addresses how services and solutions are
provided to EU investors; is that done in a way that satisfies
the need for oversight and supervision? It is all linked together.

“I think that due to the breadth of the
ecosystem here, there is an enormous amount of
insight, intelligence and experience among the
service provider community. The vast majority
of our member firms are working with a range of
different end clients with different models and
approaches. This has helped develop significant
skills both through direct and indirect experience.”
Pat Lardner
Chief Executive of Irish Funds
THE MEMBERSHIP OF IRISH FUNDS HAS SHIFTED
SOMEWHAT FROM TRADITIONAL SERVICE
PROVIDERS, BUT IT HAS ALSO GIVEN A GREATER
VOICE TO LOCAL MANAGERS SETTING UP IN
IRELAND. WHAT IS THE IMPACT ON IRISH FUNDS
AND WHAT ADJUSTMENTS ARE YOU MAKING?
The industry and the association have seen significant
change in the past five years. There is now coverage of the
complete value chain, from the origination of an investment
opportunity right through to how it is delivered to the end
investor and everything in between. This completeness
and diversity bring real strength to our collective power
particularly when talking to regulators, politicians,
policymakers. We have been adapting and growing for some
time, growing in relevance. In 2016 we were adding working
groups focused on products, distribution, middle and front
office. We introduced our first group on management
company effectiveness that year. Our evolution does
reflect our broader, more diverse membership. Activity in
relation to MIFID, or money market funds, AML or financial
reporting, has a direct impact on some of our members and
I see our development as complementary to their growing
needs. The links between front, middle and back office
activities are much closer than before. We are running
sessions on subjects such as liquidity frameworks or
performance fees demonstrating that we must move both
with and ahead of where we think the industry is going.

to lag behind European managers. It seems
clear that as sustainability and ESG get fully
embedded in the investment environment they
will be important drivers for outsourcing.”
Ross McCann
Head of Funds Services Ireland

“There is power in embracing change and at
Alter Domus we are committed to driving positive
change, leveraging technology and harnessing
the opportunities change, or disruption can bring.
We seek to develop real value for our clients, not
just in cost-savings but in tangible efficiencies.”
Ross McCann
Head of Funds Services Ireland
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We spent a lot of time in early 2020 talking to our members,
engaging and hearing what was important to them. We are
trying to bring what we learned into a strategic framework
launching early this year. We are listening and adapting
and will continue to do so. Our job is to bring together our
collective expertise and insight, to harness that energy to
produce positive outcomes.
Alter Domus, like all our member firms, has professionals
doing detailed, intricate and important work every day.
Our job is to ensure that we are bringing all that expertise
together in order to impact and explain how we bring value.
Ultimately, we are enabling savings. I believe we are more
broadly a force for positive change and aim to try and bring
others along on the journey.

“I don’t think the industry has ever been closer to
each other in learning to interact, communicate and
collaborate in different ways. We have a whole range
of new tools and skills which, when you add them
to the traditional ones, have the makings for a very
potent combination.”
Pat Lardner
Chief Executive of Irish Funds

We have seen real encouragement and support
for our economic impact assessment and
for the changes around Investment Limited
Partnerships and the specialised depository.
With the legislation complete as of the end of
2020, we welcome the Central Bank’s timeliness
with regards their consultation regarding the
associated regulatory changes needed. The
ability to provide a specialised depository
service is a really compelling component for
the 1,000 or so managers who are here and
want to do business here. It gives us a really
strong start to 2021. Perfectly timed in terms
of Covid recovery and a really positive step in
keeping momentum going in 2021. 2021 is also
Irish Funds’ 30th birthday – another positive
milestone to look forward to. It is our job to
keep making these important milestones and
driving positive sentiment.
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AFTER THE BLACKLIST, THE
CAYMAN ISLANDS EMERGE
STRONGER THAN EVER
Despite misrepresentations in movies
showing businessmen traveling to the
Cayman Islands with suitcases stuffed
with cash, the truth is that the Cayman
Islands are entirely in compliance with
the regulations of the European Union
(EU) and the Organisation for Economic
Co-operation and Development (OECD).
But after the government missed a
compliance deadline early in 2020, the
Cayman Islands spent eight months on
the EU’s blacklist, leaving questions in
the minds of many.
To bring clarity to the subject, we spoke
with David Boyd, Alter Domus’ Cayman
Islands Country Executive. Here, he
describes how the Cayman Islands
wound up on the blacklist, who was
affected, how the country resolved the
issue, and what the Cayman government
plans to do to ensure the country avoids
being blacklisted again. He also talks
about the repercussions of being on the
list. “It was a reputational risk,” he says,
“with real-world consequences.”

In the past, reliance was placed
on administrators to perform fund
administration without any real oversight
by the Monetary Authority. And although
the funds were being administered
correctly, the Authority didn’t have the
types of checks and balances it wanted
to ensure due diligence was being done
on investors as well as the types of
investments the funds were investing in.
The EU wanted to bring all fund activity
up to a standard level so nothing could
fall through the cracks. For instance,
it wanted assurance that if investment
capital came into a Cayman fund from a
suspect county, it would know that CIMA
had the correct oversight procedures
in place to ensure the administrator
was subjecting that money to the same
rigorous standards for the previously
unregulated funds that it was already
doing for the regulated funds.
In short, the EU wanted to close the gap
for closed-ended structures to ensure
that nothing would slip through.

WHY DID THE EU PUT THE
CAYMAN ISLANDS ON ITS
BLACKLIST?

WHAT WERE THE
REPERCUSSIONS OF BEING ON
THE BLACKLIST?

In its simplest terms, the Cayman Islands
didn’t have laws that would give the
Cayman Islands Monetary Authority
(“CIMA”) authority over unregulated
funds, so the EU put the jurisdiction on
the blacklist until those measures were
in place.

The Cayman government and investment
industry are eager to be on the good
side of the OECD, the G20 counties, and
the EU, and being put on the blacklist
definitely raised concerns. Boyd explains,
“Although Cayman has made significant
contributions to the global financial
services industry, the Island’s reputation
was suddenly at stake.”

Fund administrators in the Cayman
Islands administer many types of funds,
including private equity funds, which are
typically closed-ended and unregulated.
The EU wanted these funds regulated
by CIMA to ensure that the same level
of oversight was being conducted
on unregulated funds as it was for
regulated funds.
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Being blacklisted affected fund managers
who work in Cayman as well as those in
other countries who domicile funds there.
Boyd witnessed first-hand the fallback
from being on the list. For example, one
of his long-term client-managers wanted
to set up a second Cayman-based
fund but the investors raised concerns
because of the blacklisting. To appease
the investors, the manager re-domiciled
the fund to another country. “We quickly
saw the real-world effects of being on
the blacklist.”

Cayman has spent years building up
its reputation, and even being on the
blacklist for a short amount of time
caused reputational consequences for
some in the industry. But the Cayman
government is aware of those risks and
is working steadfast to ensure they are
compliant with the EU’s demands in the
future.

WHAT DID THE CAYMAN ISLANDS
GOVERNMENT DO TO GET OFF
THE LIST?
Once the Cayman government
understood what the EU required, it
quickly began to work on legislation
that would satisfy its concerns. The
government passed two laws that closed
the gap for closed-ended unregulated
funds and satisfied the requirements.
The first law was the Private Funds Law
of 2020, which requires that all funds
that fall under the definition of a “private
fund” are required to register with CIMA.
The agency is then responsible for
regulating those funds.
Secondly, the Mutual Funds Law of 2020
requires open-ended funds that have 15
or fewer investors and are formed in the
Cayman Islands to register with CIMA
and be regulated by the agency.
Both laws took effect on February 7,
2020, and all existing funds had to be
registered by August 7, 2020.
Unfortunately, even though it had
already passed the laws bringing the
industry into compliance with the
demands, the government missed the
EU deadline by four days, which caused
the EU to place Cayman on the blacklist.
The Islands were removed as soon as the
EU committee met for another review in
late October 2020.

WHO WILL BENEFIT THE MOST
NOW THAT THE CAYMAN
ISLANDS ARE A RECOGNIZED
GLOBAL PLAYER?
The Cayman Islands are known in the
financial industry for hiring the best
and the brightest, and now that they
are officially in compliance with global
standards, it will benefit both the service
providers on the Islands as well as the
fund managers who do business there.
For instance, managers of pension
funds understand that Cayman tax laws
make it an ideal place to domicile the
funds. And now that the cloud of the
blacklist has been lifted, both managers
and investors can feel confident about
doing business with those well-qualified
Cayman service providers. It’s a win-win
for everyone.

HOW WILL THE CAYMAN ISLANDS
STAY OFF THE BLACKLIST IN
THE FUTURE?
The Cayman government is receptive
to demands from the EU and will do
everything in its power to stay off
the blacklist in the future. Cayman
has worked hard to achieve its great
reputation in the financial sector, and
the government will continue to meet
the standards as they adapt over time to
ensure that the Cayman Island’s financial
industry stays robust and remains a good
partner in the global industry.

“The Cayman Islands will take
whatever action is necessary
to be a good corporate citizen
because we don’t just want
to be a player, but more so a
positive contributor to the world
economy.”
David Boyd
Country Executive
Cayman Islands
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RISING PRIVATE CAPITAL
ALLOCATIONS IN ASIA PACIFIC
A SIGN OF THE TIMES
With some industry insiders predicting
the Asia Pacific region’s private markets
will grow from USD 1.62tn in 2019 to
USD 4.97tn in 2025 at a staggering
CAGR of 25.2%, a global shift in
wealth and economic power is being
accelerated by recent global uncertainty
due to Covid-19.
Sensus spoke with Alexandre Schmitz,
Managing Partner and Head of Asia
Pacific at leading global placement
agent Capstone Partners, to gain
deeper insight into the trend and how it
will impact the future of the industry.

COULD YOU PROVIDE SOME
CONTEXT BEHIND THE CURRENT
SHIFT IN INVESTMENT FOCUS?
The main trend we have seen over the
past 12-18 months is North American
investors’ decreasing appetite for
putting money to work in China. For
investors that aim to maintain an
allocation to APAC, but also wish to
decrease exposure to China, the natural
choice is to move to India or Southeast
Asia, in both the growth capital and
venture capital space, as well as
Australia or Japan in the buyout space.
India and Southeast Asia are similar in
terms of emerging middle class, whereas
in Australia and Japan, it’s more of a
diversification play with attractive entry
price compared to the West and a
significant number of potential primary
investments, in particular in the low
mid-market segment.

Over the past twelve months, we’ve
certainly seen a flight to size. In the
context of Covid it’s an easy decision for
LPs, who are being more prudent than
ever, to allocate to a large manager. In
this context, larger players have been
able to close funds while the lower end
of the market – particularly first-time
managers – have struggled. If you are
not a big fund, or a region-focused fundof-funds with a strong track record, the
past year has been quite difficult.

IS THE CAPITAL COMING SOLELY
FROM NORTH AMERICA?
Taking the last two decades into
perspective, European LPs have been
a bit late compared to North American
investors. More recently, we have seen
real traction for more funds, but, as
a whole, European investors are just
embarking on their Asian investment
programmes, whereas their North
American counterparts have already
been here for 10-15 years. European LPs
will catch up quickly, however – and
as North American firms continue to
de-globalise, I believe European money
will account for a larger portion of
investment in the region.
Unlike the US and Europe, 99% of the
lower end of the Asian market is made
up of primary transactions, and the
performance of established managers is
convincing – making it quite attractive
from an investment standpoint.

WHICH STRUCTURES ARE
POPULAR FOR INVESTMENTS
INTO THE REGION?
For European investors, there was a real
concern about recent changes in the
Cayman structure. It’s easy for LPs to
turn away in the face of perceived risk
and say no. These same concerns drove
some Asian GPs to establish their funds
in Luxembourg – which is an interesting
decision, to say the least! Singapore
is an obvious choice for Southeast
Asia. In Australia, we are mainly seeing
Australian structures, whereas in Japan
we have noticed both Japanese and
Cayman structures.

WHICH SECTORS ARE
ATTRACTING PARTICULAR
INTEREST AT THIS TIME?
At a global level, but especially in Asia
Pacific, technology, consumer-branded,
healthcare and education are at the
top of the list. When you look at the
performance of Asian funds compared
to Europe and the US, true performance
has been overweight in healthcare and
technology.

WHAT ADVICE WOULD YOU
OFFER INVESTORS LOOKING TO
ENTER ASIAN MARKETS?
Post-Covid, the relative performance in
Asia has been better. In Europe, people
are beginning to realise that the pain
lies ahead in the future, not in the past.
Therefore, it makes sense to expose
your wealth to a better environment
for growth.

forward it looks to be a major crisis.
In China, people are already back to
work just like before. It is one of the few
countries that experienced expansion
last year – unlike European markets.
It does not mean that Europe is
completely uninteresting from a PE
standpoint, but is probably more so
than public markets. The beauty of
emerging Asia is the relative inefficiency
of the PE industry. You can still find
situations where you pay an attractive
price compared to fair value, partly due
to the primary nature of investment in
Asia. This stands in stark contrast to
Europe, where over 50% of the market
has traditionally been secondary, with
sponsor-to-sponsor transactions.

IS THERE GREATER VALUE TO BE
FOUND IN COUNTRY-SPECIFIC
MANAGERS? OR DO REGIONAL
MANAGERS OFFER BETTER
FLEXIBILITY FOR INVESTORS?
We strongly believe it is better to
consider managers that have a regional
approach. The risk of being forced to
deploy in country-specific situations
is much too high. If you are restricted
to investing in only one country, you
are completely exposed to all political
and currency risk in that country. With
a regional approach, you can steer
away from a volatile market for say 12
months until things settle down, while
concentrating on other more attractive
options within the region.

ANY LAST THOUGHTS TO SHARE
WITH READERS ABOUT THE
YEAR AHEAD?
We anticipate a real rebound next year.
A lot of managers have postponed or
delayed their fundraising due to Covid
– but they cannot wait forever. If you
look at divestment, a lot of transactions
have been put on hold too. I also expect
to see higher fundraising activity. GPs
continued to invest in 2020, but we
anticipate a real catch-up effect when
the travel restrictions are over.
Another trend to watch is continuous
GP-led restructuring. More and more
funds are nearing or at the end of their
investment periods, and some have
already extended one or two times in
an attempt to wait for better valuations.
But you have to provide liquidity
to your investors at some point, in
particular if you want to raise new
funds. It will be interesting to see how
this situation resolves.
If you compare the LP world in Asia
Pacific and the US, we anticipate over
the next 5 years a massive increase
in allocation from LPs towards
more private equity, private debt,
infrastructure, and real estate. This will
be a great development for both local
and international GPs.

Even before Covid, growth in the West
was limited compared to Asia, but going
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