
It’s an evolution, 
not a revolution

Global fund administration 
made simple

Alternative investment  
administration

Compliance

Custody and lending

Distribution and marketing

Exchange-traded funds

Fund accounting  
and administration

Mutual fund administration

Transfer agent and 
shareholder services

Great innovation is often built on simple ideas. We assess 
your company’s changing needs and look for ways to 
optimize your products and propose new strategies to help 
you reach your goals. From doing the basics better, to the 
most complex requirements, we offer the comprehensive 
fund support that can help you create your next success.

For more information about our comprehensive suite of 
services for alternative funds, exchange-traded funds and 
mutual funds, call 800.300.3863 or visit usbfs.com.

For more information about our comprehensive suite of 
services for alternative funds, exchange-traded funds and 
mutual funds, call 800.300.3863 or visit usbfs.com.



Whether you offer open-end or closed-end mutual funds, 
exchange-traded funds, hedge funds, BDCs, CITs, or 
offshore funds let our global support help you focus on 
what’s most important to you and your shareholders—
growth. Our breadth of service expertise can help lead 
you through the challenges and opportunities offered in 
this evolving market. 

Let us guide you on the  
path to product expansion.

Forward thinking  
is the first step

We’re here to help 
you reach your goals

Our commitment to providing smart, clear and honest guidance  
began more than four decades ago. With a consultative support 

model focused on sound experience and innovative practices, we’re 
here to provide you with the right resources regardless of your product 

type. With a tenured staff and client relationships lasting since our 
inception, we know that every great accomplishment is built on a 

foundation of our collective strength.
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THIS YEAR’S TOP HONOREES 
in NICSA’s NOVA Awards can be 
characterized by their attention to 
two goals: cost reduction and fur-
thering innovation.

Mark Casady, LPL’s former 
chief executive, sees a leaner 
U.S. asset management industry 
expanding its markets across the  
globe. Casady was honored for his 
strategic leadership.

As the industry moves to add new, 
smarter technology, it needs to balance 
such growth with its impact on managers, 
says Steven Duncan, former co-president 
of American Funds, who was bestowed 

with a lifetime achievement award.
State Street CEO Jay Hooley received 

the NOVA award for outstanding service to 
the fund industry. 

Among the efforts he is guiding at State 
Street is a multiyear, billion-dollar digital 

overhaul of the firm called Bea-
con.

NICSA also awarded four in-
dustry executives for their efforts 
to drive change at their respective 
firms. For instance, Kelli O’Brien, 
a vice president at JPMorgan Chase, 
strives to help the firm stay on top 
of regulatory demands.

The organization also rec-
ognized industry excellence among firms. 
BNY Mellon, DST Systems and State 
Street received accolades for their innova-
tion and operational acheivements.

Industry veterans and leaders awarded for 
their innovation and leadership

MANY FUND MANAGERS ARE FEARFUL ABOUT THE FEDERAL 
Reserve shedding its massive $1.78 trillion mortgage bond portfolio, 
a step it plans to start next month. Some investors say it’s time to get 

greedy.
REITs have been raising cash at their 

fastest pace since 2013, giving them 
enough new capacity to buy more than $30 billion of the securities, 
according to data compiled by Bloomberg. 

As Fed steps back from mortgage 
market, REITs gear up to buy

REITs, page 5

Technology’s impact on active 
versus passive management

THE FIGHT FOR FUND FLOWS BETWEEN ACTIVE AND PASSIVE 
management has been going on for more than a decade and of late, it 
seems that passive management is pulling ahead on points.

I was joined by Tom Secaur, CitiSoft’s 
global chief operations officer, to moderate 
an industry roundtable at the Fixed Income 

Leaders Summit in Boston on this topic. We all know the trend is 
real, but what are the root causes, is it sustainable, and what is the 

TECHNOLOGY, page 10

ANALYSIS
By Terry Flynn

STRATEGY
By Claire Boston

Steve Duncan Jay HooleyMark Casady

By Sean Allocca, Suleman Din, Andrew Shilling and Amanda Schiavo

For full details on the award winners, 
please turn to page 6.
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THE “MUTUAL”  

IN MUTUAL FUND  
SERVICING?

It’s time for a new take on mutual fund servicing. 

One where your goals are the only goals we see. 

One where we get in sync,  
forge a path driven by your needs 

and march down it together. 

That’s a take built on respect.  
Mutual respect.

ACHIEVE GREATER

Learn more about our mutual fund services, contact 
Mike Blake at 312 444 5655 or mb147@ntrs.com
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Prudential said to explore 
building its U.S. ETF business 

PGIM Investments, the investment 
management unit of Prudential, is said to 
be exploring the process of building a U.S. 
ETF business, a source tells Bloomberg. 

After recieving regulatory approval, the 
company is looking for a way to package 
its quantitative and active strategies into 
ETFs, the source said. 

The move by Prudential, the largest 
U.S. life insurer by assets, will expand the 
capabilities of PGIM Investments beyond 
mutual funds and target-date funds. Ac-
tively managed funds account for almost 

1% of ETFs in the U.S., but cash has been 
pouring in, driving assets to about $40 bil-
lion at the end of August, Bloomberg says.

BNY Mellon Investment 
Management to sell CenterSquare

Global asset manager BNY Mellon In-
vestment Management announced earli-
er this month that it has entered into an 
agreement to sell the business of real 
assets boutique CenterSquare to its man-
agement team and the private equity firm 
Lovell Minnick Partners. 

“This transaction meets our strategy 
of streamlining our portfolio to provide 
a focused set of specialist investment 
solutions for clients via our global distri-

INDUSTRY HIGHLIGHTS

NEWS SCAN

9/20/2017 9/13/2017 9/6/2017 8/30/2017 8/23/2017
Equity 4,891 7,515 2,506 10,390 -747

Domestic 2,396 5,297 1,343 7,290 -1,957
World 2,495 2,218 1,164 3,100 1,210

Hybrid 29 17 24 74 40
Bond 3,033 3,780 1,957 1,961 1,725

Taxable 2,999 3,607 2,038 1,845 1,586
Municipal 34 172 -81 117 139

Commodity -134 125 980 982 604
Total 7,819 11,437 5,468 13,408 1,622

ETF Estimated Net Issuance

Source: Investment Company Institute
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ICI hosts 2017 Tax and Accounting Conference in San Antonio
DS Economics President Diane Swonk and PwC Senior Policy Advisor Dave 
Camp were keynote speakers at ICI’s 2017 Tax and Accounting Conference in San 
Antonio. Panels this year focused on upcoming tax overhaul proposals from the 
Trump administration and how they may impact the fund industry. Both Camp 
and Swonk were involved in the 1986 tax law overhaul, according to ICI.
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As senior vice president of corporate 
strategy, Tae will lead strategy, acquisi-
tions, partnerships, and other growth-re-
lated activities. Tae will report to Broad-
ridge CEO Rich Daly.

“Michael has a deep financial services 
background and a proven track for de-
livering for clients, from his consulting 
career at McKinsey to his recent role at 
Microstrategy,” Daly said in a statement 
announcing Tae’s appointment. 

FT Partners appoints head of 
private capital markets 

Melissa Wasser, a former senior banker 
in the Global Private 
Placements Group 
at Goldman Sachs, 
is joining Financial 
Technology Partners 
as the director and 
head of the firm’s 
private capital mar-
kets segment. 

Wasser will help 
to spearhead FT 
Partners’ mission to 

connect the firm’s clients with a range of 
investors across the industry. 

“In an effort to double-down on [our] 
success, we are excited to bring Melissa 
to our team,” FT Partners’ founder and 
CEO Steve McLaughlin said in a statement 
announcing Wasser’s appointment. 

Janus Henderson names 
 global head of fixed income 

Janus Henderson has appointed Co-
lumbia Threadneedle’s Jim Cielinski to 
global head of fixed income, based out of 
the firm’s London headquarters, starting 
on Nov. 1.

Jim Cielinski has over 30 years of expe-
rience in investment management, having 
most recently served as the Global Head 
of Fixed Income for Columbia Threadnee-
dle Investments, overseeing fixed income 
globally, including more than 165 invest-
ment professionals and $190 billion in 
fixed income AUM. MME 

News Scan by Amanda Schiavo

NEWS SCAN

bution network,” BNY Mellon Investment 
Management CEO Mitchell Harris said in 
a statement. 

SimCorp and TradingScreen 
form front office alliance 

SimCorp and TradingScreen an-
nounced a strategic alliance to offer cross 
asset coverage to the global buy side in 
a single solution, according to SimCorp. 
Combined, SimCorp and TradingScreen 
expect to deliver  better expertise and 
products in the order and execution man-
agement system space. 

“Our partnership with TradingScreen 
aims to continue that focus, and to pro-
vide a much-needed solution to the cur-
rent gap in the market,” said Matthew 
Reid, product manager at SimCorp. 

Managers need to be aware of 
where active outplays passive 

Asset managers have to find a way to 
better align their product development 
plans with how advisors construct portfo-
lios, new research from Cerulli Associates, 
a global research and consulting firm, 
shows. This includes the planned use of 
active and passive, investment vehicles, 
and asset classes. 

“Our data shows that 58% of asset 
managers are currently offering asset 
allocations that consist entirely of their 
own underlying strategies,” says Brendan 
Powers, senior analyst at Cerulli.

John Hancock launches indexed 
universal life portfolio 

John Hancock launched a new indexed 
universal life portfolio with lower premi-
ums, improved income potential and poli-
cy management tools. 

The product series includes single-per-
son and survivorship coverage, the firm 
says. The portfolio provides life insurance 
protection while offering the chance to 
increase cash value by linking to the per-

formance of a wide variety of indexed ac-
count options — without risking market 
loss. 

USCF, SummerHaven 
collaborate on two new ETFs

USFC announced this week that it has 
teamed up with SummerHaven to launch 
two new ETFs, each of which will look to 
track a newly launched index: the USCF 
SummerHaven Private Equity Strategy 
Index Fund and the USCF SummerHaven 
Private Equity Natural Resources Strategy 
Index Fund.

The USCF SummerHaven Private Equi-
ty Strategy Index Fund seeks to track the 
price and yield performance, before fees 
and expenses, of the SummerHaven Pri-
vate Equity Natural Resources Strategy 
Index. 

The USCF SummerHaven Private Equi-
ty Natural Resources Strategy Index Fund 
seeks to track the price and yield perfor-
mance, before fees and expenses, of the 
SummerHaven Private Equity Natural Re-
sources Strategy Index. 

John Hancock Investments 
enhances advisor coverage model 

John Hancock announced efforts to in-
vest further in its sales unit to offer greater 
support for advisor relationships across a 
number of locations and channels. 

The enhanced coverage model allows 
the firm to be more strategic in its terri-
tory design, which will result in fewer ter-
ritories but an increase in its overall sales 
support personnel. 

The move follows Hancock’s 2016 deci-
sion to open a 50-person Tempe, Arizona 
office that is dedicated to serving advisors 
in the western U.S.

 

Broadridge appoints head
of corporate strategy

Broadridge Financial Solutions ap-
pointed former Worldwide Services Ex-
ecutive Director Michael Tae to head of 
corporate strategy. 

PRODUCTS

Melissa Wasser

ARRIVALS

RESEARCH
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And banks have added almost $100 
billion of mortgage bonds to their books 
this year, Fed data show, and their de-
mand doesn’t seem to be waning.

Buying from these kinds of investors 
underscores how even as the Fed scales 
back from the market, others will fill the 
void, and in the near term at least there 
may be less disruption than many mon-
ey managers had feared, said Jason Mar-
shall, chief investment officer at Invesco 
Mortgage Capital, a REIT. 

For mortgage REITs and other in-
vestors that can borrow against their 
holdings, the potential returns are an 
eye-popping 12% to 13% after hedging, 
making these securities a no-brainer, 
Marshall said. 

“There’s a decent amount of demand 
for mortgage bonds that I think a lot of 
people weren’t necessarily expecting this 
year,” Marshall said. A senior executive 
at Annaly Capital Management said last 
month that this may be the best oppor-
tunity in decades for mortgage REITs to 
expand. Investors that had shied away 
from agency mortgage bonds in favor of 
corporate securities may come back.

It may seem like a funny time to be 
excited about opportunities in mortgage 
bonds with government backing. The 
Fed said on Wednesday that in October 
it will begin allowing $4 billion in mort-
gage-backed securities a month run off 
its balance sheet, an amount that will 
rise every quarter until it reaches $20 bil-
lion a month. The central bank’s current 
holdings are equal to around a quarter 
of the total agency mortgage bonds out-
standing, according to data from the Se-
curities Industry and Financial Markets 
Association.

Plenty of money managers are still 
cautious. Analysts at firms including 
Barclays and Morgan Stanley advised 
investors to underweight govern-
ment-backed mortgage bonds in their 
portfolios before the Fed’s announce-
ment. The securities have gained 2.4% 
this year, according to Bloomberg Bar-
clays index data, trailing corporate 

bonds and even Treasuries, which have 
risen 2.6%, including interest payments.

But the Fed is moving slowly, and in-
vestors now have more certainty about 
the central bank’s plans and timing, 
said Gary Kain, chief executive officer of 
mortgage REIT AGNC Investment at a 
conference last week. The extra yield in-
vestors demand to hold securities backed 
by government-guaranteed mortgages 
has risen to 0.24 percentage point this 
year, from 0.15 percentage point at the 
end of 2016, a relatively modest widen-
ing.

“Agency MBS are in a sweet spot right 
now,” Kain said. With the market now 

pricing in some of the Fed’s tapering, 
buying the bonds is “a much more com-
fortable place to be than where it was 
over the last few years.”

BANKS STEP UP
Demand from mortgage REITs alone 

won’t be enough to compensate for the 
Fed’s waning purchasing. Of the ap-
proximately $6.9 trillion of U.S. backed 
bonds known as agency mortgage se-
curities that are outstanding, 11 of the 
biggest REITs own about $180 billion, 
or around 3%, according to investment 
bank KBW. Under the Fed’s current 
framework, it would shed about $12 bil-
lion of mortgage bonds this year, and as 
much as $168 billion in 2018.

Banks may also become bigger play-
ers. They held about $1.8 trillion of agen-
cy mortgage-backed securities accord-
ing to Fed data, and have been adding to 
their holdings all year.

“When it’s not the Fed, it’s going to be 
the banks, mortgage REITs, and sover-

eign buyers,” said Steve Delaney, an an-
alyst at JMP Securities.

Equity investors are happy to give 
more money to REITs to invest: most 
of the investment trusts are trading at 
prices higher than the accounting value 
of their assets, meaning stock issuance is 
relatively cheap for them. 

That may be why the investment trusts 
are on pace for their busiest year in new 
issuance since 2013, having raised some 
$4.7 billion of common and preferred 
equity, according to Bloomberg data. 
About half of that issuance has been in 
the form of preferred stock, and the rest 
in common.

Mortgage REITs aren’t only raising 
money to invest. Some sales this year 
have gone toward debt refinancing, for 
example, according to Credit Suisse ana-
lyst Doug Harter. REITs typically invest 
soon after they raise capital, meaning 
the equity they’ve issued this year has 
already been put to work, and as the Fed 
steps back the firms may look to raise 
more money.

“They feel comfortable adding to 
agency exposure at this point,” Harter 
said.

Annaly, the largest mortgage REIT, 
has been vocal about the opportunities 
it sees. The REIT spent most of an $816 
million equity offering this year buying 
mortgage-backed securities.

“It is not an exaggeration to say that 
the return to normalcy in the Agency 
MBS market may provide the largest 
growth opportunity in the history of this 
company,” CEO Kevin Keyes said on a 
conference call in August. - Bloomberg 
News MME  

REITs 
from page 1

STRATEGY

“There’s a decent amount of demand 
for mortgage bonds that I think a lot of 
people weren’t necessarily expecting this 
year.”

Jason Marshall, chief investment officer,
Invesco Mortgage Capital
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NICSA Lifetime Achievement Award Robert L. Gould Award 

After 22 years, Steve Duncan, the former co-president of 
American Funds, part of Capital Group, says he is looking 
forward to the future of digital innovation.

“The industry, which is a human capital business, will 
need to focus on balancing the opportunities inherent in 

this technology with the people implica-
tions,” Duncan said. “I trust the industry 
leaders will strive to balance the potential 
cost savings with the human training and 
development changes that will be required 
to ensure a smooth transition.”

Duncan, who spent his career at Capi-
tal Group - for 17 years - Fidelity Invest-

ments and Citibank, says preparations for the fiduciary 
rule combined with the proliferation of artificial intelli-
gence are two examples of where collaboration efforts will 
become vital for managers to succeed.

“Clearly you never expect to be recognized in this fash-
ion so it is quite humbling,” Duncan said of the honor by 
NICSA. “I think there are many others within the industry 
that are deserving of this kind of recognition.”  MME 

LPL Financial’s former CEO Mark 
Casady, acknowledged for his leadership, 
expects the industry’s focus on lowering 
costs will result in new markets both in 
the U.S., and globally.

“This is what led me to found Vestigo 
Ventures,” he said of the fintech startup 
he launched in 2016. “Startups of today 
are doing work that will help those es-
tablished players innovate and continue 
their impressive growth. Many of those 
established players at NICSA are trying 
various types of models for learning new 
skills and partnering with start-ups to 
compete in this new world.”

Casady received top honor from 
NICSA this year with the Nova Strategic 
Leadership Award. He attributes his suc-
cess to those he worked with throughout 
his career at firms like Deutsche Asset 
Management, Americas — formerly 

Scudder Investments — Concord Finan-
cial Group and Northern Trust.

“I know many who do great things for 
the industry and [NICSA], so I feel very 
special knowing that so many friends 
from the industry made this happen,” he 
said.

Casady, a former FINRA board 
member, now serves on LPL’s board as 
non-executive chairman, as well as gen-
eral partner and chairman at Vestigo. He 
is also a board member for EZE Software 
Group, Citizens Financial and as an ad-
visor to Jobcase. 

“I do feel this recognition is about the 
entire financial services industry com-
ing together to make processes better 
and faster for consumers,” Casady said. 
“I may be the name on the honor but it 
is for everyone who has worked to make 
our industry better over the years.”  MME 

Few chief executives new to the role would voluntari-
ly elect a path of tough financial measures, but less than a 
year into his role as State Street CEO, Jay Hooley decided 
to spend millions to support investors in cash collateral in-
vestment pools run by SSgA. 

For Hooley, the decision to deal with the 
challenges the custodian experienced in 
the financial crisis was necessary to main-
tain reputation and confidence. 

“You have to weigh what’s best for the 
long-term health and sustainability of the 
company, but it’s still difficult to make any 
decision that affects someone’s livelihood,” 

Hooley once told Boston magazine. 
Hooley has continued to lead the firm through change 

since, including its acquisition of General Electric’s asset 
management arm, directing additional billions in share-
holder dividends and repurchases, and steering its “Bea-
con” digital upgrade effort. Hooley has been with State 
Street for three decades now in various leadership roles, the 
last being president and chief operating officer in 2008. MME 

Steve Duncan, American Funds State Street CEO Jay Hooley

NOVA Strategic Leadership Award 

Mark Casady, former CEO of LPL Financial
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NOVA Award for Emerging Leaders in the Asset Management Industry 

Michael Akins heads the ETF division for ALPS Advi-
sors and says one of the biggest challenges for the industry 
continues to be the shift to passively managed funds.

“While on a whole I believe this is a positive for the in-
dustry,” Akins says, “there is the idea the pendulum will 

swing too far creating a number of unfore-
seen risks.”  

As the point man for all portfolios in the 
firm’s ETF Trust, Akins is responsible for 
product development and strategy, as well 
as, the refinement and implementation of 
the equity portfolio management process. 

Atkins says he expects the industry will 
turn toward products that are best suited for the end in-
vestors.

“Innovation needs to be in the area of access to alterna-
tive investments for all investors,” Akins says.

Akins has over 15 years financial industry experience 
formerly with UMB Financial as a compliance and fiducia-
ry risk manager. 

Prior to UMB, Akins was an account manager at State 
Street Financial.  MME 

More more than a decade, Deloitte & Touche Senior Man-
ager Divya Mathew has served clients in the financial services 
industry. 

Her experience spans Sarbanes Oxley reviews, SOC 1 ex-
aminations, operational risk and control assessments and in-
ternal audits. Matthews leads professionals and global teams 
in the execution of internal control attestations, designing 
and implementing control frameworks at both public and 
private companies.

“I’ve been most proud every time I’ve been able to suc-
cessfully lead a team of professionals to strategic thinking 
and solutioning,” Mathew says. “I’m only 10 years deep into 
my career and hope many more accomplishments are still to 
come.”

As the industry faces expected challenges from the feder-
al fiduciary rule and ever-changing client demands, Mathew 
sees the biggest need for innovation in this space as lying 
within building continuity plans. 

“Threats to business continuity are far greater these days 
due to the rise of hackers, growing use of third-parties, and 
even the increasing regularity of landmark weather events,” 
Mathew says.  MME 

Patrick Hurley, vice president of intermediary oper-
ations at OppenheimerFunds, has been instrumental in 
bringing efficiency and automation to the firm.

He began his career at OppenheimerFunds as an as-
sistant supervisor and has since worked in client services 

managing the college and retirement plan 
groups, among other positions. “I started 
in the mailroom scanning in applications,” 
Hurley says. “I’ve always been given the 
freedom to try new things.”

Actively involved on the ICI Broker 
Dealer Advisory Committee, Hurley also 
serves as a member of the College Savings 

Plan Network Operations Sub-Committee. He previously 
sat on the NICSA Retirement Plans Sub-Committee and 
the ICI Technology and Processing Efficiencies Sub-Group. 

Looking forward, Hurley hopes to continue to bring 
innovation to the industry to increase efficiencies. “An ev-
er-changing regulatory environment and greater complex-
ity in the marketplace requires greater focus on operational 
efficiency,” Hurley says. “That, to me, is an area where inno-
vative solutions could play a huge role.”  MME 

While keeping up with a changing regulatory landscape 
and market demand, Kelli O’Brien, vice president and fund 
services product manager for the Americas within JPMor-
gan’s Corporate & Investment Bank, also strives to drive the 
firm’s accounting and administration business.  

Looking ahead, O’Brien says “the most 
important developments in the asset man-
agement space are going to be those that re-
duce costs for the end shareholders.” 

Before joining JPM’s product team in 
2014, she was a senior regulatory adminis-
tration advisor leading the regulatory ser-
vices team at the firm’s fund administration 

group.
O’Brien spent two years serving as the co-chair of the Mas-

sachusetts Chapter of JPMorgan’s Women’s Network, some-
thing she describes as some of the work she is most proud of.

“During that time period we were able to significantly 
increase both our membership base and our funding levels 
therefore allowing us to expand our programming oppor-
tunities and reach more women across the organization,” 
O’Brien says.  MME 

Michael Akins, SVP & Head of ETFs, ALPS

Divya Mathew, Senior Manager, Deloitte

Patrick Hurley, VP, OppenheimerFunds

Kelli O’Brien, Vice President, JPMorgan
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BNY Mellon has launched a series of 
technology-driven initiatives. Among 
them, in September, the custody bank 
launched LoanArc, an online loan re-
porting solution for corporate trust 
clients. In June, BNY Mellon’s Pershing 
has launched a no-transaction-fee ETF 
platform called FundVest ETF. 

Pershing Advisor Solutions contin-
ues to expand its B2B digital advice 
offerings, with SigFig, Advisor Engine, 
Invesco’s Jemstep Advisor Pro and 
AI-powered Marstone all options. In-

ternally, it recruited Dee Sommerville 
from Morgan Stanley to integrate its 
change and re-engineering group, data 
analytics and program management 
departments. 

“The Internet of Things, blockchain, 
smart contracts and artificial intelli-
gence technologies will increasingly 
converge to create greater automation 
and efficiency, even in our personal 
lives,” said Christopher Mager, head of 
global innovation at BNY Mellon Trea-
sury Services.  MME 

Among the accolades earned by Kan-
sas City-based DST Systems this year 

was praise from Forrester Research for 
AWD, its digital automation and busi-
ness process management platform. 

DST’s ALPS subsidiary has developed 
new products as well, launching a factor 
ETF to capture momentum investing 
with Dorsey, Wright & Associates. It 
expanded its service provision this year 
as well, acquiring State Street’s owner-
ship interest in Boston Financial Data 
Services and the International Financial 
Data Services joint venture in the U.K. 

And after acquiring industry research 
firm kasina in 2015, DST has positioned 
itself as a leader in advisory and strategy. 

DST released guidance on how man-
agers can handle the disruption within 
and launched a new series on compet-
itive guidance for the future. One DST 
research fact: Nearly 46% of advisors say 
they will not need to meet with whole-
salers by 2020, while 77% of firms believe 
advisors will prefer digital interactions 
over sales team contact.  MME 

Setting an operational example for 
other custodians, State Street has com-
mitted to digitally upgrading its internal 
systems in a massive effort known as 
Beacon. 

The effort to embrace disruption 
throughout the industry seeks to digitize 
ass aspects of the firm’s operations, from 
client interfaces to net asset value calcu-
lations. The objective is to speed up pro-
cesses and make work more efficient, re-
moving barriers for clients to do business 
with the custodian. Executives describe 

Beacon as more than a just a cost-cutting 
effort. They say it is a structural change 
in the how the $2.6 trillion firm looks at 
the service delivered to a client and how 
State Street delivers that service to a cli-
ent, instead of focusing on a business or 
a product. 

Data capability is key to the effort, says 
State Street CEO Jay Hooley, who has ex-
plained that a goal of Beacon is to enable 
a client’s global data to pass through the 
firm’s systems automatically, and gener-
ate real-time data.  MME 

A multitude of technology initiatives at BNY Mellon 

DST Systems develops a deep industry outreach

State Street’s digital efforts embrace industrywide disruption

NOVA Award for Innovation in Technology 

NOVA Award for Innovation in Product Development & Marketing 

NOVA Award for Operational Excellence 
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outlook for the industry? These were some 
of the points we sought to address with a 
distinguished group of participants repre-
senting a diverse group of asset managers 
on both sides of the fight.

Is active management is dead and in-
vestors should pack up and move every-
thing to a giant indexer? The answer we 
got from the group and from the clients 
that we work with here at SimCorp is de-
cidedly ‘no.’ 

Below are some of the key factors that 
have produced the trend and how those 
factors might be mitigated in the coming 
years.

FEES
One thing everyone in the room 

agreed on was that one way or another, 
fees for active management are going to 
have to come down. Even with a sustained 
period of outperformance, fees will stay 
under pressure. The headwind of 100 basis 
points or more was looked at as an almost 
insurmountable obstacle and would have 
to change.

A discussion broke out regarding the 
recent news that AllianceBernstein will 
start offering plans that link fees more 
closely to performance. While that link-
age has existed in the hedge fund world for 
many years, and some panelists pointed 
out even in traditional asset management, 
without much advertising, this is the first 
time a major asset manager is widely pub-
licizing such a structure. If the concept is 
successful at AllianceBernstein, the group 
felt that we may see this more broadly 
across the industry. Despite it being an at-
tractive marketing pitch that may be em-
braced by some investors, it is not an idea 
without its own set of challenges.  Since 
this model shifts the profit risk to the asset 
manager, that could incentivize managers 
that have fallen behind to take on more 
risk to catch up and ensure profitability 
(and payment) in a given year.

PERFORMANCE
Let’s be honest, if the majority of active 

managers had bested their benchmarks 

consistently for the past few years, this 
would not have been much of a roundtable 
discussion. The reality is that only around 
20% have been able to beat their bench-
marks consistently over the past decade 
or so.

Interest rates have been at historic lows, 
some would argue artificially so, for more 
than a decade. Combined with the vol-
atility index close to all-time lows and a 
market that has generally gone straight up 
since the financial crisis of 2008, the mac-
ro climate has not been kind to the active 
manager. The pressure of passive manage-
ment has also produced the perfect storm 
environment for closet indexing. If the 

markets march upwards, some managers 
may feel it might be easier to just tag along 
with the benchmark, but unfortunately 
that virtually guarantees underperfor-
mance net of fees.

Even when performance is acceptable, 
some managers are still losing assets. I 
shared a story about a $40 billion AUM 
manager I recently met with that had just 
lost $500 million from one of its large 
cap growth funds, not because perfor-
mance had been poor. It had been solid, 
but simply because the client was feeling 
pressure to have more assets under passive 
management. This unpleasant reality that 
passive management has become a bit of a 
buzz word and an “everyone into the pool” 
mentality was a scary but recognized con-
cept to the active managers in our session.

It was not all doom and gloom however, 
and no one was willing to argue that active 
management was dead or that there was 
not room in an overall portfolio for both 
active and passive management.

Based on the relative performance de-

picted above, it seems like there is a sim-
ple solution to the problem of underper-
formance: move out of large cap growth 
equities and into asset classes such as 
emerging markets fixed income or mort-
gage-backed securities. 

While our audience agreed that those 
areas were asset classes that were well suit-
ed to the active manager, there are signif-
icant operational challenges to expanding 
into new asset classes and/or geographic 
regions that make this easier said than 
done. Many complained that their order 
management systems or portfolio tools 
were not well suited to trading complex 
assets.  Even bigger problems arose when 

trying to perform investment accounting, 
risk or performance activities on these in-
struments. The consensus was that a firm’s 
technology landscape needed to be up-to-
date to successfully move away from more 
traditional asset classes.

While active managers have faced ob-
stacles recently, no one in the room was 
ready to read active management its last 
rites. In fact, most felt optimistic about the 
benefits of a rising interest rate environ-
ment and the potential for greater volatil-
ity in the coming years. More aggressive 
fee structures are a near certainty and will 
also provide immediate performance re-
lief.  So while no one expects the trend to 
reverse in the near term, there will always 
be room for quality active management, 
particularly in more complex and illiq-
uid instruments, provided your firm is 
equipped to handle them.  MME 

Terry Flynn is the senior sales manager 
at SimCorp North America, a provider of 
investment management software.

TECHNOLOGY 
from page 1

ANALYSIS

“If the markets march upwards, some 
managers may feel it might be easier to 
just tag along with the benchmark, but 
unfortunately that virtually guarantees 
underperformance net of fees.”

Terry Flynn, senior sales manager, SimCorp North America
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 Total Total Total    Municipal  Total Developed Emerging
Date long term equity domestic Large-cap Mid-cap Small-cap multi-cap     Other world markets markets

WorldDomestic
Equity

Note:  Weekly cash flows are estimates based on reporting covering 98% of industry assets.

Source: Investment Company Institute

Mutual fund flows
($ millions)

Estimated weekly net new cash flow

Monthly net new cash flow

9/20/2017 5,040 -3,885 -4,533 -690 -889 -329 -2,586 -39 648 909 -261
9/13/2017 2,371 -2,512 -3,201 -649 -611 -130 -1,589 -222 689 354 334
9/6/2017 550 -2,737 -4,280 -1,749 -438 -596 -1,058 -439 1,542 1,637 -95
8/30/2017 360 -2,200 -3,607 -951 -513 -506 -1,016 -621 1,406 616 790
8/23/2017 1,252 -1,060 -2,730 -247 -445 -519 -1,098 -421 1,670 1,344 326
8/16/2017 -5,995 -8,505 -9,894 -4,836 -994 -530 -2,713 -822 1,389 1,475 -86
8/9/2017 3,745 -2,665 -5,137 -563 -637 -570 -2,350 -1,017 2,472 1,888 584
8/2/2017 -1,939 -4,904 -6,358 -1,413 -1,328 -773 -2,811 -34 1,455 1,822 -367

7/31/2017 3,762 -13,892 -25,404 -10,071 -4,283 -2,209 -7,615 -1,227 11,512 10,793 719
6/30/2017 7,430 -9,539 -18,556 -13,228 -3,209 -2,267 1,893 -1,746 9,017 7,437 1,580
5/31/2017 26,758 2,614 -9,299 2,766 -2,369 -2,182 -5,287 -2,227 11,913 8,341 3,572
4/30/2017 871 -11,933 -19,648 -5,056 -4,129 -2,006 -7,082 -1,375 7,715 5,848 1,867
3/31/2017 11,806 -14,849 -13,912 -1,715 -1,040 -1,086 -7,656 -2,415 -936 -819 -117
2/28/2017 26,712 3,661 -2,765 -1,235 491 699 -2,094 -626 6,425 5,520 905
1/31/2017 10,613 -8,298 -11,051 778 -886 983 -10,611 -1,314 2,753 1,693 1,060
12/31/2016 -56,061 -33,606 -26,962 -10,891 -975 -816 -12,196 -2,085 -6,643 -5,819 -824
11/30/2016 -52,595 -28,475 -26,087 -8,244 -1,853 -291 -11,078 -4,621 -2,388 -1,241 -1,147
10/31/2016 -32,973 -38,068 -31,450 -8,576 -5,330 -2,538 -12,213 -2,793 -6,619 -6,400 -219
9/30/2016 -9,013 -22,382 -15,275 -152 -1,653 -1,086 -10,118 -2,264 -7,108 -6,201 -907
8/31/2016 -9,939 -32,418 -24,807 -5,504 -3,373 -1,726 -12,747 -1,458 -7,611 -7,383 -228
7/31/2016 -15,322 -37,875 -31,402 -11,922 -5,177 -3,381 -9,035 -1,887 -6,473 -6,281 -192
6/30/2016 -14,516 -18,967 -14,678 1,099 -4,404 -1,576 -7,777 -2,020 -4,289 -4,292 3
5/31/2016 -5,863 -17,643 -17,550 -4,178 -3,538 -1,188 -7,131 -1,516 -93 -1,284 1,191
4/30/2016 -4,673 -23,921 -19,388 -5,800 -3,334 -2,405 -7,307 -542 -4,533 -3,633 -899
3/31/2016 14,663 -9,851 -9,701 -5,468 -1,321 93 -2,667 -338 -149 1,274 -1,423
2/29/2016 8,129 8,417 -2,374 2,072 -2,878 -367 -544 -657 10,791 10,189 602
1/31/2016 -20,767 -4,966 -15,479 5,587 -5,919 -2,888 -7,306 -4,952 10,514 10,753 -239
12/31/2015 -76,124 -36,806 -25,416 -5,347 -5,169 -4,121 -8,240 -2,539 -11,390 -7,233 -4,157
11/30/2015 -30,057 -20,575 -19,537 -6,164 -3,542 -3,591 -5,978 -262 -1,038 813 -1,850
10/31/2015 -7,669 -9,877 -11,881 -7,227 -725 -1,977 -2,958 1,006 2,003 3,132 -1,129
9/30/2015 -34,455 -9,401 -14,898 -5,318 -1,007 -1,976 -3,541 -3,055 5,497 7,749 -2,251
8/31/2015 -39,250 -9,347 -17,562 -3,927 -2,773 -1,425 -6,122 -3,315 8,215 11,440 -3,225
7/31/2015 -19,131 -9,547 -27,907 -14,811 -2,613 -986 -9,431 -66 18,361 18,857 -497
6/30/2015 5,290 -2,984 -16,597 -8,620 -1,026 -771 -5,858 -322 13,613 13,218 395
5/31/2015 3,012 -3,815 -16,725 -5,933 -416 -1,912 -8,096 -368 12,911 12,565 345
4/30/2015 5,589 -1,436 -19,649 -9,967 -2,082 -735 -6,992 128 18,212 15,497 2,715
3/31/2015 14,764 5,077 -8,599 -1,372 -501 -1,013 -6,753 1,041 13,676 10,264 3,412
2/28/2015 29,530 8,951 1,759 2,356 586 -997 -3,123 2,937 7,192 5,902 1,290
01/31/2015 25,706 13,060 6,647 9,751 -1,390 -1,794 -4,227 4,306 6,412 5,425 987

SCORECARD
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