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‘In this world, nothing can be said to be certain, except death and taxes.’ If Benjamin Franklin
were a 21 century investment manager, he would be tempted to add a third to his famous list
of the unavoidable. That third certainty is regulation, no matter where you’re located, what
your role or type of organization. One key finding of Linedata’s 2011Global Investment
Management Survey is an overriding concern over regulations and their impact on business.

A survey carried out at Linedata Exchange 2011 in London, New York, Hong Kong and Singapore.
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Linedata is a global solutions provider dedicated
to the Investment Management and Credit
community. For the investment management
community we provide front, middle and back
office solutions from trading through to fund,
investor and shareholder accounting and transfer
agency systems. All our investment management
solutions are available either hosted or deployed
to suit your requirements.

Linedata is headquartered in Paris, with
additional offices in Boston, Dublin, Edinburgh,
Hong Kong, London, Luxembourg, New York, Riga
and Tunis.

‘In this world, nothing can be said to be certain,
except death and taxes.” If Benjamin Franklin
were a 21 century investment manager, he
would be tempted to add a third to his famous
list of the unavoidable. That third certainty is
regulation, no matter where you’re located,
what your role or type of organisation. One key
finding of Linedata’s Global Investment
Management Survey is an overriding concern over
regulations and their impact on business. Other
notable trends are a move towards the cloud and
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hosted services, a shifting of technology
priorities towards risk and front office systems,
uncertainty over future market performance
and, despite it all, a prediction of growth for
2012. The survey results were garnered from
interviews and completed questionnaires at the
series of Linedata Exchange events in London,
New York, Hong Kong and Singapore in autumn
2011.

We surveyed 159 professionals working in the
investment management industry through face to
face interview or by completion of an on-line
questionnaire. The majority of the respondents
were surveyed in person at the global series of
Linedata Exchange events, held between the end
of September and mid-November 2011. The
composition of the respondents is as follows: 23%
were asset managers, 20% hedge fund managers,
12% fund administrators and 45% other
stakeholders in the investment management
industry including custodians, prime brokers,
consultants and advisory firms. In terms of
geography, 45% were US-based, 47% European
and 8% were in Asia.
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1. CURRENT CHALLENGES

We asked the respondents, ‘What are the Main Challenges to your Firm Right Now?’ and, unsurprisingly,
24% chose regulations as their first priority, with a further 15% selecting it as second priority. Other first
priorities were investor/client demands with 14% and investment performance with 13%. Cutting costs also
made an appearance: 26% selected this as either first or second top priority.

Hiring and retaining talented people were also mentioned as other key challenges firms faced at this point
in time. The lowest scoring category was finding new investment opportunities.

Current Challenges

categories scored as top or second priority

M Investment Performance
MW Regulations

® Finding New Investment
Opportunities

M Investor/Client
Confidence

M Investor/Client Demands

m Trading Volatility and
Fragmentation

| Cutting Costs

Other

When considering how this splits by region, regulation is clearly a concern globally, whereas investment
performance is of greater concern in Europe than elsewhere, whilst, relatively speaking, trading volatility
and fragmentation is of greater concern in the US and Asia.
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2. FUTURE CHALLENGES

When respondents were asked, ‘What are the greatest challenges you face in the next 12 months?’
adapting to new regulatory regimes was easily the key concern, with 23% selecting this as their highest
priority. Maintaining investment performance was the second most frequently selected concern at 18%.
Market volatility also scored highly, with 16% selecting it as their key challenge and 11% as their second
greatest challenge for the next 12 months. This concern over volatility is worth highlighting as it was
repeated in the unprompted section further on in the survey.

In some interviews, the concern over regulatory regimes was further articulated as a worry over the lack
of clarity in some regulations, the cost and burden of compliance and the sheer volume of regulation
coming up. Finding new investment opportunities and risk management were the lowest scoring sectors.

Future Cha"enges: W Maintaining Investment

. L. Performance
categories scored as top or second priority .
W Adapting to New

Regulatory Regimes

™ Investor/Client
Confidence

H Finding New Investment
Opportunities
m Risk Management

B Market Volatility

Staff Retention

Other
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Looking at those trends by region, it is clear that adapting to new regulatory regimes are of importance in
Europe and the US, but less so in Asia, even taking the low number of respondents for that region into
account. This also applies to market volatility. Asia, like Europe, is concerned over maintaining
investment performance (far more so than the US) and over risk management. It is worth noting that the
other concerns were largely around recruitment and technology.
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3. IT PRIORITIES

When asked to name the key IT priorities at present, trading and other front office applications came out
ahead for respondents, with 24% selecting this as their first choice. Risk management systems followed
closely behind at 20%. The latter is all the more interesting as risk management had not been a high
priority in terms of challenges. Perhaps firms are confident that they can deal with risk management once
the correct systems are in place, or another interpretation is that risk management systems are being
deployed primarily to satisfy regulatory and investor requirements.
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Top IT Priorities B Maintaining legacy

systems

M Risk Management Systems

B Trading and other Front
Office Applications

B Compliance Solutions
m Outsourcing previously In-
house Managed Solutions

m Consolidation of Systems

Don't Know

IT priorities by region vary, with Europe focused on trading and other front office applications, followed
by consolidation of systems and risk management. The US, on the other hand, gives equal weight to risk
management and trading systems, with compliance, outsourcing and consolidation all represented. Asian
respondents clearly identified risk management systems as their number one priority.
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4. CLOUD OR NOT?

We asked our respondents whether they saw their business running in the cloud/as a hosted solution:
36% already do, 18% will in the next 2-3 years, 24% are considering it for the future, 22% say never.

Do you see your business running in the
cloud/as a hosted solution?
B Already does
M In the next 2-3 years
Considering it for the

future

M Never

With less than a quarter of respondents saying ‘never’ and 42% considering moving to the cloud, we should
expect to see a large uptake in cloud services in the coming months and years.

When considered regionally, the statistics infer a proportionally larger take-up of outsourcing in Asia than
elsewhere, and tendency for the US to be more conservative in this respect.
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5. A PREDICTION FOR 2012

We asked our interviewees to name one prediction for 2012. This free form question demonstrated the
lack of certainty and divergence of opinion in the marketplace. Unprompted, 12% cited continued
volatility as their market prediction of the year - this was the most predicted outcome for 2012. Beyond
this, there were widely diverging predictions, with a surge in equities getting several mentions, China and
India both identified as areas of growth more than once, with Greece defaulting also getting several
mentions. Growth, stability, stagnation, chaos, turmoil, meltdown were all predicted, as well as one
respondent advising, ‘keep your money under the mattress.” There were many variations on ‘I wouldn’t
like to predict,’” which demonstrates the uncertainty amongst practitioners as to what the next 12 months
will hold.

6. GROWTH IN THE MARKET IN THE NEXT 12 MONTHS

Despite it all, the respondents remain bullish, with, 66% predicting growth in the markets in the next 12
months, while 34% predict no growth.

Will there be growth in the
next 12 months?

m Yes

H No

If we consider how these compare regionally, Asia is most positive about growth in the markets in 2012,
followed by the US, with Europe, unsurprisingly, less confident about the future, with less than 60%
predicting growth next year.
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CONCLUSION

Despite the obvious present and future challenges, the outlook remains positive within the investment
management industry. There is a recognition of a need to invest in new systems, especially risk
management and trading solutions, possibly driven by the impending regulations and the growing reporting
demands of clients who want to see investment performance. There is a clear move towards hosted
solutions, possibly cost-led, but also perhaps in recognition of the advances made in cloud technology in

recent times.

Clearly, investment managers of all types and sizes will require assistance in meeting the coming
challenges of regulation, trading volatility and fragmentation and maintaining investment performance,
and will look to technology vendors such as Linedata to assist in this respect.
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LINEDATA - SERVING THE INVESTMENT MANAGEMENT COMMUNITY

Linedata supports its investment management clients throughout the investment cycle with:

e Anintegrated series of products,

e A choice of deployed or hosted solution in every case
e Deep industry expertise

e On-going product investment

LINEDATA - INVESTMENT MANAGEMENT CAPABILITIES

Reporting
Portfolio Management
FINANCIAL position keeping
INTERMEDIARIES
Account
Keepers Pre Trade compliance
Transfer Agent e . INVESTMENT Orders and
Administrator Adm'n'Str"‘ft'O“ CYCLE transaction SR
Prime Brokers & Accounting management
Market Connectivity

Brokers markets
ECNs, ATS, stock

exchanges,
Middle » Execution Dark pools, Algos,
Office ) Management etc

Post Trade compliance

LINEDATA

Northern Europe: + 44 20 7469 8600
Southern Europe: + 33 146 11 70 00
North America: + 1 212 485 8580
Asia: + 852 35 83 7900

Contact us: getinfo@linedata.com
or visit: www.linedata.com
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