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Effective use of technology impacts all as
the funds industriylaggie Williahiscovered
at SWIFTes recent London conf

packed day at SWIFTes
fifth London Conference

topics from cash product

by a panel session on challenges for
the fund management industry. Key
on 12 June encompassed topics included discussion of the

needs of clients versus

development to the Funds Processingthe priorities of fund

Passport. Adam Lessing, head of
European development at Morley,
gave the opening keynote speech at
the conference. He identified that,
although volatility in the markets and
outflows from the fund industry
might be extreme, they are part of a
longer term pattern of falls and

managers. Fisher of
Towry Law noted, sthe
industry spends too
long trying to explain
competitive

advantage when thates
not the client priority.Z
Finch concurred that:

subsequent recoveries. Lessing madesIncreased

it clear that the funds business has
some immediate challenges,
however. *The industry is losing

transparency is a real
challenge, as is the
strength of the

money at an unprecedented rate,Z he underlying fund

said. *And, it is not being moved to
other products, it is mostly going into

managers.Z
Adams of JP

cash. We have been there before and Morgan highlighted
risk appetite will recover. But, we needthe need to look at

to improve risk and performance
analysis, and transparency.Z

offshoring and
technology, with cost
reduction as a major

PANEL SESSION: What are the most challenge. Like Finch,

critical industry challenges faced by
our business today?

CHAIR: Julian Tregoning, director,
The Bank of New York Mellon
PARTICIPANTS: Margaret Adams,
managing director, JPMorgan;
James Finch, head of liquidity sales
EMEA, Barclays Global Investors;
Andrew Fisher, chief executive,
Towry Law; Bernard Hanratty, head
of funds EMEA, Citi

June 2008 TheFundBusiness

she drew attention to
greater transparency
as more complex
vehicles gain in

popularity. Global distribution,
selling over multiple timezones and
reducing cost, as well as introducing
continuous STP (Straight Through
Processing) are other concerns.
Tregoning asked everyone on the
panel what they considered to be the
Lessinges calls to action were followedmost critical industry challenge.

JULIAN TREGONING<S VIEWS

Liquidity is king in the retail marketplace. |
think the hemorrhaging of cash from the
industry will go on for some time, particularly
in the retail world where preservation of cash
must be the big concern. Mutual funds must
be simple, transparent and good value. For
institutional investors, the most important
consideration is liability management, and
again, liquidity is king.

We are set for a period of low growth,
possibly stagnation and volatility. Is the credit
crunch over? No, there are still some shocks
to come. But by this time next year the worst
will be behind us. Consumers on the high
street will still be suffering, but, touch wood,
there will be some light at the end of the
tunnel.

Leveraging has been the
scourge of the last few years
and investors need to
understand the risks
involved. Transparency
should mean products that
people can understand, but
theress also a need for
education ..caveat
emptor must play a
part.

Julian Tregoning, director,

Hanratty, Fisher and Finch put their
emphasis on access to distribution.
Adams gave a service providerss

perspective with the
need to drive down
costs and improve
efficiency. Adam Lessing
also joined in the debate
at this point, with a
rather different
viewpoint. *\WWe need to
develop suitable
products and explain
them clearly to
customers.Z

PANEL: How can better
use be made of cash
across the funds
industry?

CHAIR: Bill Wrest,
senior vice president,
Bank of America
PARTICIPANTS:
Jonathan Bultterfield,
marketing &
communication, CLS
Bank; Joanna Cound,
head of European cash
sales, BlackRock; David

Moffat, IFDS; Philippe Seyll, head of
investment fund services,

Clearstream

There were some strong words from
this panel. Moffat of IFDS stated: «Cash
settlement in the UK is one of the least
efficient parts of the industry.Z
However, cash accounts have seen
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significant take-up recently, as Cound industry is inefficient due to the
of BlackRock explained: *Weeve seen limited spread of automation. «The
whole industry has been low

an explosion in AAA-rated funds ...

since last June the industry is up 55%.Xolume/high value in

Cound also identified the need for
better clarification of funds for
investors. Triple-A funds will

the past and full
automation has not
been necessary. But

continue to attract interest, but a lot of with the increase in

it should be transitory. We need to
educate investors on that.Z
The effect of «double globalisationZ

Defined Contribution
schemes, there is a
move towards a low

challenged Seyll. *We are dealing with value/high volume

distributors from more countries, and
funds domiciled in more places. The

only way forward is to mimic what has build and handle that.Z

been done in the equity and bond
worlds. We should not wait for the
regulator to impose solutions, we
need to come up with our own.Z

A lack of commitment within the
fund management industry to
address these considerations
frustrated Moffat. *When the markets
are buoyant, no-one has the time or
inclination to look at the splumbinge.

model, and we now
need efficiencies to

All agreed that
operational changes
across the pensions

industry, based around

the ISO 20022
messaging standard,

are a necessity. Glyn of

SWIFT concluded the
session, saying:
«Efficiency in

When markets are poor, no-one wantscorporate pensions

to put their hand in their pocket to
rebuild it,» he said. Butterfield also
chastised the industry for its lethargy.

has improved
significantly over the
last 18 months. We

ol find it shattering that STP in the fund have standards and
management world means «Straight tobetter market practice,

Papere,Z he sighed. «Operational
expense is holding back product
development.Z

PANEL: Saving the wealth: making
the pensions industry more
efficient

CHAIR: Matthew Craig, journalist
PARTICIPANTS: Edward Glyn,
director funds, SWIFT; lan Richards,
head of DC strategy & goverance,
Legal & General; Richard Parkin,
director, DC Development, Fidelity;
Daron Pearce, Bank of New York
Mellon

and with collaboration,
we can improve the
industry as a whole.Z

PANEL: Reducing the

risk in hedge fund administration ...
looking towards the future
CHAIR: Bob Currie, Financial

Services Research

PARTICIPANTS: Donard McClean,
head of fund services Ireland, UBS
GAM,; Drew Douglas, head of

DONARD MCCLEAN EXPLAINS

THE LATEST PLANS FOR SHARP

The SharP (SWIFT Hedge Funds
Harmonisation Project) initiative has been
centred in Dublin. By capturing
administrators based there we also
capture their sister organisations
elsewhere in Europe. Many companies are
involved, but we have a working group of
six custodian organisations, including UBS,
Fortis, Citco and HSBC, who will account
for around 80% of trading. At the moment
everyone has their own solution for
subscription and redemption, but the
SWIFT initative is much broader.
Phase One, which addresses subsequent
(as distinct from initial) trades, will launch
in November 2008. Live testing begins then,
and companies can join the platform ...
although we still need buy-in from lawyers
and the regulator. Phase Two wonet wait for
everyone to be on Phase One, and we
accept that some custodians will wait until
the full system is live before joining us.
There will come a point, however, when it
will be a competitive disadvantage not to
be using SWIFT or a similar messaging
newtork as a trading tool for
fund of funds. Over time,
there will be downward
pressure on costs because of
improved efficiencies and the
absence of proprietary
systems. It will change the
landscape for fund of
funds.Z

of fund services Ireland

SharP aims to use SWIFT messaging
for subscriptions, redemptions and
reconciliations of account holdings.

Downey of LaSalle said,
*Many organisations
have tried to tackle
these processes and
handle the associated
risks by building in-
house solutions. Those
are fragmented and
proprietary. McClean
backed up Downeyes
argument: «If someone
from the equities world
witnessed the
operations of the fund
of funds world, they
may feel as though they
had been transported
back in history.e All
three participants gave
an overview of how
their own systems
worked, combining a
mix of some proprietary
automation and paper
forms.

One of SharPes
objectives is to reduce
the current month-end
bottleneck for trades
being processed by a
Transfer Agent. *At the
moment, fund of funds
month-end is

pandemonium,Z said Douglas. For its
first phase, SharP will address
automation of secondary trades. By

addressing secondary trades, you are

alternative fund services, HSBC AFS;
Morgan Downey, European director,

La Salle Global Trust Services

lan Richards of L&G started this panel The industry is being swamped with

by drawing attention to the challenges paper,Z said Bob Currie at the start of
facing the pensions world both at the this session. *Proprietary interfaces
and the use of faxes for subscription
and redemption are impacting
operational efficiency and risk.Z The
debate looked at improving efficiency
in the fund of funds and hedge fund
scheme ... in six years, over 400 pieceworlds and how the new SharP (SWIF1
Hedge Funds Harmonisation Project)
will address automation of the time
Richards was also quick to disprove consuming, manual communication

industry and community level.
*Personal accounts could kill off
employer-sponsored schemes,Z he
said. *They reduce the baggage that
comes with running a pension

of pensions legislation have been
introduced!Z

the suggestion that the pensions
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chain between custodians and TAs.

tackling a lot of the problems, even
though it wonet cure everything at
once,Z he explained.FB

SWIFT AND THE FPP

Alongside the panel debates, the conference
included sessions on new SWIFT solutions
supporting many of the initiatives discussed in the
main auditorium. Among the many ideas on show
were plans for SWIFT to develop a central database
for Funds Processing Passports (FPP). This is
currently at the conceptual stage and industry
support is still being sought. Sven Bossu of SWIFT
said: *We believe that SWIFT has the capabilities to
provide one central database, and as a non-
commercial organisation we can keep costs low.Z
SWIFT has plans for mid-2009 implementation, if
industry support is available.
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