STRAIGHT-THROUGH PROCESSING

tnvestment

KPMG Survey Exposes
Operational Gaps on the Buy Side

BY CRAIG McGUIRE

vstems integration speedbumps, lingering Y2k, EMU issues

and everevolving global industry standards are just a few of

many problems swarming over buy side I'T departments these

davs. So says a recontly released survey in which New York-

based KPMG Financial Services Consulting Group tapped into

a pool of senior IT alent at 12 mid- to large-size firms — averaging

379 hillion in assets under manage
ment — o gauge their nprm'rinnzll
needs and review the siams of straight-
through processing,

The SCOPE al the SUTVEY, entitled,
“Industry ."'iluw-:.-': Trivest et :'l.'flin:u'.'lgl.'l'
Operational  Needs —  Foous on
Straight-Though-Processing, " includes
all funetions of the investment manag-
er walue chain, including pre-trade
through post-trade [Processes,
-‘I._vl;i_'-:u'lkinj; o the resillis, irllrl:;l':llinn
ANONE INVeSLMenD Manigement pro-
cesses was blentified by maost [irms as a
kt_ﬂ_.' e fiwr atention.

calling
Furthermore, trads  caplore,  tracde
confirmation and reconciliation were
all mentioned as lunciions that would
beenelit the most from nercased inte-
gratiom,

When it comes 10 spending, most
respondents are carmarking their 1T
dollars for front-cnd performance
analysis and reporting — focusing
less an imegrating back-olfice func-
tions. Enhancing other fron-office
tonls for portfolio management and
customer servicing are also being
placed higher on the IT wem pole
than  developing long-term.  back-
office capabilitics.

Traditionally, if they couldn’t build
this functicnality, and were reluccant to
baw 11, the gy ather reconrse has been
o outsource i, While the repan indi-
cates most asset managers  depend
upoin some level of outside assistancee,

they remain exeremely wary of the ser-
I, .'\n:'u:'n:l'clillg L ke report, many
ﬂ:—ﬁljllll(‘lt‘rhlh wonld nor consider -
sourcing fund accounting and perfor-
mance  reporting for institational
clients, citing “the importance of cus-
wmer interaction and the perceived
high risk alfecting reputation in the
event of error.”

Mot surprsingly, reducing expendi-
tures i the maost likely veason mos) TT

Sendor IT staff at the fallewing firms ware
interview for KPMIGE's “Indusiry Survey:
Investment Mangger Dperational Naeds -
Focus en Straight-Though-Processing™
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managers opl for ouiseurcing. The
report, though, also reflects many par-
ticipans” dissatisfaction with some ven-
clin's i||.'||::|i.|i.|!}.' les bowwer costs. In Fact,
accordmg o the survey, “Outsourcing
may not Jower costs, particularly in
cases where the investment manager is
more internally automated than the
custoddian fund acconntant,”

Slow reporting and performance
measirement nirnaround, lack of cus-
tomization features, concerns over do-
clary responsibility e clienis and the
perception of less contrel aver the pro-
cesses are all datly worries for IT man-
ampers  that
providers.

Compounding the lack of confi-

deal  with  outsourcing

dence pariicipanis had in their ven-
dars, most saidd “thene appears e he
relatively Tew veliable potential out-
SOUTTINE M ovidlers thar asser man-
HELTS wiorlel Fesel cornforiabile with, e,
the provider universe 15 considered
b thin.”

Meanwhile, as managers heaved
armfuls of doellars and manpower at
shoring up Y2k and EMLU holes in their
IT infrastructure last year, long-term
sirategic planning was often snubbed.
Not surprisingly, LS. firms end o
pouT more money and resources 10 Y2k
compliance, while U RK-based firms
were spending more time preparing for
the launch of the euro.

Responses to the survey also yielded
4 host of daunting roadblocks tha still
lay im the path of straight-through pro-
cessing. Many respomdents call for less-
connprlex products and customer bases
tex Gaciliate ainternal and external inte-
gration and therefore ST,

The lack of global standards for
descriptions,  corporie
acticns databases, setlement imstroe-

sCCUrites

tons and  communications  formals,
including confirmation, was also fre-
quently cited an obstacle wo STP.

In ithe end, the survey predicts that
COTpEnies 1hiat -:|1':-.-1"||:-E: \r:'.l.iy;]ll-
through processing capabilities are

more Jikely w be indusuy leaders,
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