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Cowen provides a high-touch, comprehensive 
outsourced trading solution, or supplements 
an existing trading operation, depending on 
the client’s specific needs. We leverage an 
established and experienced team of traders 
in New York, Stamford, Boston, San Francisco, 
Atlanta, London, and soon to be Hong Kong, 
along with our existing international network 
of brokers. Our global reach provides greater 
breadth of information than a traditional 
in-house trading desk.

Our outsourced solution provides exceptional 
value as the client’s trading desk, while averting 
the cost of building and operating an in-house 
infrastructure. This allows managers to convert 
a host of fixed costs into variable ones that can 
be managed on a pay-as-you-go basis.

The outsourced trading model relieves the 
burden of managing people and technology, 
so our clients can concentrate resources on 
alpha-generating functions, including research, 
portfolio construction, and risk management.

Cowen’s Global Outsourced Trading Group provides investment managers with a 
first-rate, cost efficient solution for their trading needs. Our offering is full service, 
multi-asset class, global, and is differentiated by its transparency and level of 
operational support.

Best Outsourced Trading Provider     
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Best Prime Broker – Client Service
Global Custodian Industry 
Leaders Award Winner 2018

Prime Broker of the Year 
The Trade Leaders in Trading  
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Last year was challenging for hedge fund manag-
ers. Although the market registered a dimension of 
recovery, regulation and fee pressure continued to 

ramp up while performance did not always to live up to 
expectations. However, hedge fund managers are resilient 
and are being pushed to innovate, finding ways to rise 
above these difficulties. This flexibility is bound to prove 
vital in the year ahead as the industry braces itself for the 
expected turbulence.

Operational concerns
“We anticipate that hedge funds will continue to face 
increased infrastructure, reporting and regulatory require-
ments by institutional investors, a tough capital raising 
climate and continued fee compression. As such, man-
agers will have to take a serious look at how they are 
currently operating their business,” says Greg Farrington, 
President of Constellation Advisers.

In light of this environment, service providers have 

been witnessing a shift from unregulated structures to 
funds, generally managed by an AIFM to gain access 
to the European passport. Daniela Klasén-Martin, man-
aging director, Crestbridge, shares her views: “We 
anticipate that the regulatory trend will continue and that 
with increased scrutiny from regulators, managers will have 
to invest in additional resources covering for independent 
control functions.”

Regulatory adjustments can also be a significant cat-
alyst for change, potentially forcing a behavioural shift 
towards broader adoption of electronic trading workflows. 
Bhas Nalabothula, head of European interest rate deriva-
tives at Tradeweb, comments: “The advent of the Securities 
Financing Transactions Regulation (SFTR) and Uncleared 
Margin Rules (UMR) is expected to drive further electroni-
fication of markets, similar to the Dodd-Frank clearing and 
trading mandates in the US, and the MiFID II / MiFIR rules 
in Europe. In both cases, we witnessed not only growth 
in new customers joining Tradeweb, but also in traded 

Hedge funds rising 
to the challenge

By A. Paris
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volume by existing clients moving more of their flow onto 
our platform.”

Furthermore, the industry is also witnessing existing 
funds exploring outsourced solutions to either supplement 
their internal trading operations or at times completely 
replace them.

Jack Seibald, Managing Director at Cowen, says the 
firm has experienced this trend directly, onboarding some 
notable current hedge funds with this service. “The dra-
matic changes taking place in the structure of the markets, 
particularly the equity markets, means far fewer issuers 
now trade publicly, compared to a decade ago. As more 
and more daily activity is driven by electronic and passive 
strategies, portfolio managers are increasingly questioning 
the value of building or operating internal trading desks, 
when they have the option of outsourcing that function to 
experienced teams with a global footprint,” he comments.

Technology
Artificial intelligence and machine learning can also be a 
key component in building up hedge funds’ resilience in 
a tough market. In its 2020 Global Hedge Fund Report, 
Preqin notes: “Fund managers are increasingly applying 
artificial intelligence & machine learning techniques to 
improve operational efficiencies and boost returns… Given 
the advantages afforded by this cutting-edge technology, it 
is no surprise to see hedge funds look to AI in a bid to aid 
performance and gain a competitive edge in the market.” 

Hedge fund managers are also becoming better versed 
in the details of operational due diligence.

According to Vinod Paul, chief operating office at Align: 
“Our client base has become educated in what their needs 
are as a firm and how they deal with operational due dil-
igence and the regulatory changes taking place…. Their 
needs in this area are changing. We’ve seen a tremendous 
increase in operational due diligence data requests coming 
through. These are sophisticated documents and it is evi-
dent that the individuals conducting the operational due 
diligence on the other side really understand technology. 
You can’t just send them a one pager anymore.”

Looking ahead, George Ralph at RFA expects to see 
a greater focus on technology risk management among 
clients: “Really understanding the level of risk using risk 
assessments and planning for mitigations is going to be 

critical this year. The cost of not managing risk is too high 
for firms in this sector; fines from the regulators, the infor-
mation commissioner, loss of investor trust and possible lost 
investment, reputational damage and actual lost earnings 
while systems malfunction or are breached. With data as the 
new currency, our clients cannot afford to take any risks.”

Investment 
In terms of investment, the hedge fund industry can still 
expect inflows. The Preqin report finds that over the next 12 
months, more than three-quarters (79%) of surveyed inves-
tors plan to allocate the same amount of capital or more to 
hedge funds. “If the market cycle does turn and conditions 
get even tougher, star managers will have a golden oppor-
tunity to demonstrate their value,” the data provider notes.

According to Nicholas Tsafos, Growth Leader of the 
EisnerAmper LLP Financial Services Industry Group: “The 
recent volatility in the equity markets continues to provide 
a challenging investment environment for our hedge fund 
clients and their investors. We can help clients deal with 
the current challenges in the markets by providing value 
added expertise at a more affordable price point than our 
competitors.”

Roger Woolman, at SS&C Advent says the firm has seen 
growth in private equity, private debt and illiquid strategies, 
in particular. “These asset classes are especially hands-on 
as compared to other strategies, so technology can be 
a real game-changer. The white glove approach is aug-
mented by a slick online investor experience and improved 
time-frames for reporting and transparency. For liquid asset 
classes, in particular, data management and governance 
growth are driven by competition for investment allocations, 
and regulatory pressure”.

Hedge fund allocators are also seen to be moving into 
the long only space. Laurent Favre, AlternativeSoft CEO 
says: “The key areas of growth we have experienced are 
related to the move by teams of hedge funds allocators 
to add long only funds in their offering (the opposite as 
well). As a result, we are seeing a trend in the industry of 
hedge fund teams merging with long only teams within 
asset management businesses and banks.”

There has also been an increase in the number of man-
agers exploring new legal options and strategies. This 
trend is also likely to increase as managers look for fresh 
approaches to achieve favourable returns. So, despite the 
challenges, the hedge fund world remains buoyant. 

Ben Watford, Partner, Financial Institutions, Eversheds 
Sutherland says: “Currently we are advising on wide a 
number of new launches across the launch AUM spectrum 
from USD50 million into the billions. We are still seeing plenty 
of interest in the traditional strategies, but we are also work-
ing with some interesting new asset classes, most notably in 
the digital currency and cannabis space. We look forward to 
developing these relationships over the coming months.” n

Given the advantages afforded by this 
cutting-edge technology, it is no surprise to 
see hedge funds look to AI in a bid to aid 
performance and gain a competitive edge 
in the market.

Preqin 2020 Global Hedge Fund Report
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As investment in alternative 
assets continues to rise, asset 
managers’ needs for technol-

ogy, hosting and services are also 
increasing. The alternative invest-
ment arena requires specialist skills, 
and as the regulatory pressure for 
transparency and accountability inten-
sifies, asset managers are driven to 
evidence their value-add while also 
keeping a lid on cost.

These are some of the reasons 
which have driven alternative manag-
ers to reach out for support from third 
party partners. SS&C Advent is one 
such player. Roger Woolman, at SS&C 
Advent comments: “In the past year, 
we have seen significant adoption by 
the industry of our alternative asset 
solutions with an important uptake in 
our management and investor portal 
technology which enhances our 
core technologies for trading, portfo-
lio management and accounting. We 
offer an à la carte approach to clients 
to allow the optimal augmentation of 
their operation”.

Woolman says the firm has seen 
growth in private equity, private 
debt and illiquid strategies, in par-
ticular. “These asset classes are 
especially hands-on as compared 
to other strategies, so technology 
can be a real game-changer. The 
white glove approach is augmented 
by a slick online investor experi-
ence and improved time-frames 
for reporting and transparency. For 
liquid asset classes, in particular, 

data management and governance 
growth are driven by competition for 
investment allocations, and regulatory 
pressure”. 

However, as asset volumes 
increase, firms are under pressure to 
streamline and scale up their opera-
tions. “Growth in alternative assets 
continues and our capabilities and cli-
ent-base have expanded organically 
with this trend, which we anticipate 
will continue,” Woolman explains.

Financial technology companies 
like SS&C have developed solutions 
to help companies modernise their 
operational load and increase effi-
ciency. The firm has solutions and 
people with a broad and deep foot-
print. This enables the firm to partner 
with both managers and service pro-
viders to manage and account for any 
asset class or structure. “What sets us 
apart is the comprehensive nature of 
our solutions and their flexible deploy-
ment,” notes Woolman.

Woolman explains one of the 

challenges SS&C Advent faces is 
connecting with smaller firms: “The 
greatest challenge for us comes from 
our success with larger firms and ser-
vice providers. This reputation means 
that smaller businesses and manag-
ers are unaware that we also have 
smaller clients; and pricing and solu-
tion deployment packages that suit 
them and their growth aspirations.”

Over the course of the coming year, 
SS&C Advent plans to continue to 
support the growing needs of alterna-
tive asset managers. “We will continue 
to evolve our solutions, especially the 
user experience, which has been 
another focus for us over the last year, 
continuing our R&D investment levels. 
We will also deepen our relationships 
and partnerships with our clients and 
ensure that we maintain our reputa-
tion for outstanding solutions and 
people,” Woolman concludes. n

Demand for technology 
continues as appetite for 

alternatives persists
SS&C Advent: Best Managed Accounts Software Provider

Roger Woolman
Director, Funds & 
Alternatives, SS&C Advent

Roger Woolman joined SS&C Advent in 
2011 and currently holds the position of 
Director, Funds and Alternatives. 
He is responsible for the management 
and oversight of SS&C Advent’s funds 
and alternatives business segments 
for the EMEA and APAC regions. He 
coordinates all sales efforts for the 
alternative investment platforms; hedge 
funds, private equity, private real estate 
funds, credit and other alternative 
investment strategies and executes the 
respective business development and 
marketing plans.
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R FA

With the emergence of public 
cloud services from ven-
dors like AWS and Azure, 

fund managers may be tempted to 
take a do-it-yourself approach to 
technology and cybersecurity sys-
tems. However, service providers 
warn against this tactic as managers 
may find themselves exposed to risk 
they would have neither intended nor 
foreseen.

George Ralph managing director at 
RFA explains: “Everything is available 
at the click of a button. However, there 
are risks associated with deploying 
new services that haven’t been prop-
erly configured to ensure appropriate 
levels of security. I’d urge clients to 
engage a specialist to support them 
with their cloud deployments.”

Rather than saving cost in this area, 
Ralph suggests managers implement 
technology to automate key tasks and 
workflows. These can help reduce the 
number of back office staff and main-
tain a lean headcount.

Looking ahead, Ralph expects to 
see a greater focus on technology 
risk management among clients: 
“Really understanding the level of risk 
using risk assessments and planning 
for mitigations is going to be critical 
this year. The cost of not managing 
risk is too high for firms in this sector; 
fines from the regulators, the informa-
tion commissioner, loss of investor 
trust and possible lost investment, 
reputational damage and actual lost 
earnings while systems malfunction or 
are breached. With data as the new 
currency, our clients cannot afford to 
take any risks.”

There have been increased 

demands from regulators to meet 
compliance requirements, which has 
been placing additional burden on cli-
ents. In response, the firm developed 
a compliance tool called Compliance 
Park. This is a workflow tool and 
secure document vault that clients can 
use to prompt them for key reports, 
compliance deadlines and actions.

Ralph also notes the firm has seen 
a significant increase in operational 
due diligence queries: “Investors are 
increasingly scrutinising technology, 
information security, supply chains, 
outsource partners and service part-
ners. Many managers don’t have the 
resources to respond quickly and fully 
to every request. We have developed 
templates that can be easily com-
pleted and provide all the relevant 
information about technology and 
information security that investors are 
looking for.” 

Although analysis of technology by 
managers is on the rise, Ralph high-
lights: “We are still seeing gaps in IT 
and cybersecurity skills among our 
clients, which is driving the need for 
outsourcing to specialists like RFA. This 
is driving our IT Service Management 

business and demand for virtual CTO 
services, which continue to be popu-
lar. Furthermore, headcount is still an 
issue for many managers, so outsourc-
ing operations like IT is the most viable 
option for many.”

Further, as development in the field 
of artificial intelligence and machine 
learning continues, RFA has also 
developed its own AI and machine 
learning driven cybersecurity tool. 
Ralph comments: “We evaluated the 
vendors we were using in our data 
centres and felt we could do it better, 
so built our own tool. We now have 
a robust cyber prevention tool that 
meets the needs of our increasingly 
mobile centric client base. It includes 
end point data aggregators for dispa-
rate user bases, and secures mobile 
devices, office locations or home 
locations. We use AI and machine 
learning to identify and predict excep-
tions, which our team analyses and 
takes appropriate action.” n

Avoiding the DIY route to 
cybersecurity

RFA: Best Cyber-Security Service Provider

George Ralph
Managing Director, RFA

George Ralph CITP, has successfully 
founded three technology firms along 
with C-level advisory services include 
M&A to numerous firms. George is a 
true leader and has been managing 
teams internationally, and leading 
technology transformation projects for 
over 20 years. A certified GDPR, Cyber 
assessor, Auditor, Architect and widely 
experienced cybersecurity and RegTech 
professional, George has extensive 
technical experience in network and 
server architecture, large scale migrations 
utilising leading technology brands, and 
IaaS offerings.
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The persistent low rate environ-
ment has been pushing hedge 
fund managers to explore 

more creative options when looking 
to launch new funds. Increasing reg-
ulatory scrutiny is prompting greater 
urgency on the ESG front, while 
cyber-security threats, Brexit and other 
global events continue to influence the 
hedge fund industry.

Law firm Eversheds Sutherland 
expects continued low interest rates 
to be a key driver of future market 
development. “In the hedge space, 
this might increase the pool of poten-
tial investors, as more investors look 
to achieve higher returns by taking 
on more risk,” Ben Watford, Partner, 
Financial Institutions, Eversheds 
Sutherland notes.

There has also been an increase 
in the number of managers explor-
ing new legal options and strategies. 
This trend is also likely to increase as 
managers look for fresh approaches 
to achieve favourable returns. So, 
despite the challenges, the hedge 
fund world remains buoyant. 

Watford says: “Currently we are 
advising on wide a number of new 
launches across the launch AUM 
spectrum from USD50 million into the 
billions. We are still seeing plenty of 
interest in the traditional strategies, 
but we are also working with some 
interesting new asset classes, most 
notably in the digital currency and 
cannabis space. We look forward to 
developing these relationships over 
the coming months.”

January 2020 saw the UK officially 
leave the Europe Union, which had 
and is still having, a profound impact 

on the financial services industry. 
As the process remains in a state of 
flux, law firms supporting the industry 
highlight the importance of having up 
to date information on how Brexit is 
evolving in the funds space.

“Many of our clients’ and their wider 
teams are rightly focusing on the UK’s 
departure from the European Union and 
the impact it may have on their busi-
nesses, supply chains, employees and 
other stakeholders… Our continuously 
updated Financial Services European 
Brexit tracker enables clients to obtain 
a quick overview of the current posi-
tion in relation to UK funds and UK fund 
managers seeking to sell services into 
EU27 countries after Brexit, including 
what steps may be necessary to relo-
cate to those countries and whether 
delegation of functions from those 
countries to the UK after Brexit may be 
possible,” explains Watford.

The firm anticipates the UK fund 
industry pivoting towards the US as 
North American investors become 
more attractive following the UK’s 
departure from the trading bloc. 
Watford says he saw a spike in new 
manager launches following the UK 

election, suggesting there is light at 
the end of the Brexit tunnel.

Looking to the future, Watford is 
keen to highlight increasing impor-
tance of ESG, both as an investment 
strategy and a due diligence require-
ment: “It seems likely that a heady 
combination of changing investor 
demand and top down regulatory 
pressure will continue to effect change 
in the industry.”

Cyber-security and the fast pace 
of technological change is another 
cog in the hedge fund machine which 
needs to be kept well-oiled. Cyber-
security continues to be one of the 
major external threats and breaches 
in this area could act as a catalyst 
for broader market changes in the 
coming decade.

“Cyber security is not something 
that can be fixed once; continual 
improvement has evolved from best 
practice, to minimum requirement. We 
will have to work hard if we want to 
pull ahead, rather than merely keep 
up, in the technological arms race to 
come,” Watford concludes. n

Challenging environment 
encourages greater creativity

Eversheds Sutherland: Best Law Firm

E V E R S H E D S  S U T H E R L A N D

Ben Watford
Partner, Head of Hedge Funds, 
Eversheds Sutherland

Ben Watford is a Partner in the London 
office of Eversheds Sutherland and leads 
the Hedge Fund practice, advising tier 
one funds to start-ups, and everything 
in between. He has worked on a wide 
range of alternative investment funds for 
fund managers, family offices, sovereign 
investors and entrepreneurs, domiciled in 
various jurisdictions including the Cayman 
Islands, Ireland, Luxembourg, Channel 
Islands, BVI, Malta, UK, and the US.
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During periods of high volatility 
or market stress, it’s vital that 
hedge fund managers con-

tinue to benefit from robust access 
to liquidity through efficient electronic 
markets. Electronic trading plays a 
significant role in promoting stability 
in financial markets, and multi-asset 
execution venues like Tradeweb, also 
help to keep them connected.

The firm, which builds and oper-
ates electronic marketplaces across 
rates, credit, equities and money mar-
kets, believes regulatory change can 
be a significant catalyst for change, 
potentially forcing a behavioural shift 
towards broader adoption of electronic 
trading workflows. Bhas Nalabothula, 
head of European interest rate deriv-
atives at Tradeweb, comments, “The 
advent of the Securities Financing 
Transactions Regulation (SFTR) and 
Uncleared Margin Rules (UMR) is 
expected to drive further electron-
ification of markets, similar to the 
Dodd-Frank clearing and trading man-
dates in the US, and the MiFID II / 
MiFIR rules in Europe. In both cases, 
we witnessed not only growth in new 
customers joining Tradeweb, but 
also in traded volume by existing cli-
ents moving more of their flow onto 
our platform.”

Nalabothula notes that as the 
electronic execution needs of hedge 
funds continue to evolve, Tradeweb 
looks to expand their toolkit with a 
broad range of trading protocols. For 
example, the firm’s request-for-market 
(RFM) protocol has been very popu-
lar among its hedge fund customers. 
He says, “RFM gives investors more 
control over the information that they 

share with the market. So, we have 
expanded our liquidity in RFM across 
currencies, and also enabled clients 
to receive two-way pricing for interest 
rate swap lists.”

Today, market participants are more 
aware and focused on data than ever 
before. Tradeweb leverages its exper-
tise in connecting different markets 
to optimise data, in a way that helps 
improve the trading experience and 
outcome for users worldwide. “For 
example, we help them identify the 
best counterparties for each trade 
via the provision of streaming pricing. 
Meanwhile, our transaction cost anal-
ysis solution allows them to assess 
their trading strategies, evaluate ways 
to reduce costs, and prove best exe-
cution,” Nalabothula adds.

Another key trend in the hedge 
fund industry has been the growth 
in automation of trading processes. 
Tradeweb was the first platform to 
launch an automated execution tool 
for institutional investors back in 2012. 
Since then, Tradeweb has expanded 
its Automated Intelligent Execution 
(AiEX) solution to 26 of its products, 
including interest rate derivatives. 
“This was done to help our custom-
ers capitalise on strategic trading 
opportunities, increase their reactivity 
to market conditions, and streamline 
and expedite their workflow. The 
expansion of AiEX to enhance execu-
tion in swaps has opened the door 
to different ways of generating alpha 
when implementing trading strate-
gies,” explains Nalabothula.

To keep abreast of client needs 
and demands, Tradeweb integrated 
portfolio optimisation analytics with its 

interest rate derivatives platform last 
year. The firm became the first reg-
ulated trading venue to offer access 
to initial margin analytics from Cassini 
Systems and OpenGamma, helping 
clients to minimise trade life-time 
costs and prove best execution. 

These additions evidence 
Tradeweb’s commitment to delivering 
better price discovery and more effi-
cient execution. By working closely 
with its extensive client network, the 
firm is able to build new trading tech-
nologies and enhance existing ones 
ahead of its competitors. “We are 
unique among our peers in that we 
cater for a variety of client require-
ments, by developing innovative 
and flexible functionality that can be 

deployed across asset 
classes,” Nalabothula 
concludes. n

Providing efficient 
electronic markets

Tradeweb: Best Execution Platform

T R A D E W E B

Bhas Nalabothula
Head of European Interest Rate 
Derivatives, Tradeweb

Bhas Nalabothula is head of European 
Interest Rate Derivatives at Tradeweb. 
Since joining the firm in 2013, Bhas 
has been instrumental in developing 
the interest rate swaps business for 
the Tradeweb Swap Execution Facility. 
He has worked closely with buy-side 
clients and liquidity providers to develop 
electronic trading protocols and workflow 
solutions. Prior to joining Tradeweb, Bhas 
was as a member of the US Interest Rate 
sales team at Citigroup where he covered 
institutional derivatives clients. Bhas 
holds a Bachelor of Science in Computer 
Science from Carnegie Mellon University.
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A LT E R N AT I V E S O F T

As the industry witnesses 
fading differentiations between 
long-only, private equity and 

hedge funds, investors are starting 
to purchase software and databases 
which combine all these investment 
types – long only, private equity and 
hedge funds. In this environment, 
the combination of quality client ser-
vice, free training and customisable 
fact sheets coupled with ease of use 
and an attractive interface has seen 
AlternativeSoft go from strength to 
strength. The quantitative analytics 
software firm has seen its revenues 
increase organically by more than 
30% in last 2 years and has opened 
a New York office as testament to its 
growing success.

Specialising in asset selection, 
portfolio construction and customised 
reporting, AlternativeSoft is the only 
analytical tool on the market which 
allows users to build and manage a 
universe with long only funds, hedge 
funds, private equity funds easily 
imported from any source includ-
ing Bloomberg, Eikon, Morningstar, 
Albourne, HFR, EurekaHedge, HFM, 
Preqin, Barclayhedge. It simplifies 
the asset selection and portfolio 
construction process for institutional 
investors. The aim of the firm is also 
to empower users and enable them 
to create a personalised investment 
universe driven by state-of-the-art 
analytics.

Several industry trends have con-
tributed to the growth and success 
AlternativeSoft has achieved.

Laurent Favre, AlternativeSoft CEO 
says: “The key areas of growth we 
have experienced are related to the 

move by team of hedge funds alloca-
tors to add long only funds in their 
offering (the opposite as well). As a 
result, we are seeing a trend in the 
industry of hedge fund teams merg-
ing with long only teams within asset 
management businesses and banks.”

He outlines a further trend which 
is leading to increased business for 
AlternativeSoft: “Pension funds and 
family offices are leaving their consult-
ants and doing their funds selection 
in-house.” This is therefore leading to 
greater demand for software solutions 
which are straightforward and simple 
to use. According to Mr Favre: “Our 
financial software is much easier to 
use than any of our competitors.”

In fact, AlternativeSoft counts some 
of the world’s largest pension funds, 
sovereign wealth funds, endowments, 
fund of funds and wealth managers 
as clients. They use AlternativeSoft’s 
solutions to create a unique invest-
ment universe and perform complex 
quantitative analysis to identify 
top-performing funds managers and 
subsequently build, optimise and 
manage portfolios.

There are numerous func-
tions for which investors can use 

AlternativeSoft. These include ana-
lysing funds, performing quantitative 
searches, building peer groups, 
tracking and analysing fund expo-
sures, creating customisable funds’ 
fact-sheets as well as optimising, back-
testing and managing portfolios trades.

In its most recent development, 
the firm introduced a new web-based 
application in February 2020. Through 
AlternativeSoft Web, clients are able 
to choose among all hedge funds and 
long only funds on the planet, create 
bespoke factsheets and find which 
funds has been above the other con-
sistently every year in any groups 
of funds.

With over USD1.5 trillion in client 
AuM, AlternativeSoft prides itself on 
the quality and dedication of its client 
service. Mr Favre comments: “We 
offer a five-star quality service to our 
clients, with free 
financial training 
and free cus-
tomised funds’ 
fact sheets.” n

Moves to long-only 
investing increase demands
AlternativeSoft Analytical Investment Solutions: Best Risk Management Software

Laurent Favre
CEO, AlternativeSoft

Laurent Favre holds a bachelor’s degree in economics and an MBA in finance (2000), 
both from University of Lausanne, was professor of economics and mathematics for 2 
years in Lausanne, Switzerland, published several papers in the Journal of Alternative 
Investments, co-authored a book on fund of hedge funds construction (Wiley finance 2005), 
co-authored a book on Tactical Asset Allocation with Hedge Fund Indices’ (Elsevier Press 
2006), worked for UBS Wealth Management Investment Solutions, Zurich, Switzerland, 
as head of Tactical Asset Allocation (2000-2004), where he implemented the investment 
strategies in CHF 110 billions for private clients, then worked in London in a multi-billions 
South African bank as senior quantitative hedge fund analyst (2005-2009) and is currently 
AlternativeSoft’s CEO where he manages employees et create the visions for the future of 
finance for institutions.
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C R E S T B R I D G E

The advent of the Alternative Investment Fund 
Managers Directive (AIFMD) changed the landscape 
of the financial industry dramatically, ushering in a 

stronger focus on regulatory compliance and increased gov-
ernance requirements. In light of these developments, service 
providers have witnessed a shift from unregulated structures 
to funds, generally managed by an AIFM to gain access 
to the European passport. Daniela Klasén-Martin, managing 
director, Crestbridge, shares her views: “We anticipate that 
the regulatory trend will continue and that with increased 
scrutiny from regulators, managers will have to invest in addi-
tional resources covering for independent control functions.

“Crestbridge has capitalised on these trends throughout 
the years strengthening its outsourced regulatory offer and 
in particular third party management company services, 
independent risk management and MLRO services in dif-
ferent jurisdictions.”

As regulatory scrutiny continues to increase, Klasen-
Martin advises clients to: “ensure you have a robust control 
environment, either investing to build your capacity interna-
tionally or through outsourcing to a service provider.”

She also has a few words of advice specific to UK man-
agers in light of Brexit: “As from Exit day on 31 January 
2020 UK will become a third country, meaning UK man-
agers will not be able to market EU funds from UK. The 
equivalence regime in financial services is uncertain and 
will depend on alignment with EU regulatory regime. It is 
recommended you have a solution in place before the end 
of the transitionary period on 1 January 2020. If you do not 
have operations in EU, outsourcing to a third party man-
ager, such as Crestbridge, is a compelling option.”

Klasén-Martin goes on to discuss the pressing chal-
lenges the industry faces: “The two main challenges have 
been managing the increased regulatory requirements and 
managing growing operations. Increasing regulatory and 
substance requirements are making asset management 
operations more expensive to run, compressing margins. 

“In order to manage growing operations in line with 
the regulator’s expectations and at the same time keep 
profitability, we focus on people, process optimisation and 
systems implementation to scale the operations.”

Consistent investment in systems is also key. She points 
out Crestbridge was one of the first players to implement 

a risk management system specific to PE/VC assets: “We 
have implemented a system that enables us to follow the 
KRIs established in accordance with the risk management 
framework agreed with our clients and in compliance with 
the regulations. The system facilitates monitoring of KRIs 
and production of regular RAG reporting for our clients, 
which can be accessible through a web-portal. The system 
also provides automated AIFMD annex IV reporting.”

Talking about additional investment, Klasén-Martin 
comments: “We are currently implementing automated 
due diligence and KPI reporting system to cover for the 
increased initial and on-going oversight requirements.

Going forward, the firm expects the most significant 
growth to be experienced in its fund services offer, particu-
larly focusing on alternative assets like hedge funds, private 
equity and venture capital. Crestbridge provides a whole 
range of services throughout different jurisdictions going 
from third party management company, Independent risk 
management, MLRO, depositary and fund administration. 
“We work as an open architecture and match our services 
to our clients’ needs, offering combined services depend-
ing on their requirements,” Klasén-Martin explains. n

Scrutiny sees shift to 
regulated fund structures

Crestbridge: Best Regulatory Advisory & Compliance Firm

Daniela Klasén-Martin
Group Head of Management Company  
Services, Managing Director, Luxembourg, Crestbridge

Daniela Klasén-Martin has over 25 years’ experience in risk 
management, financial management and corporate governance 
across various jurisdictions. She joined Crestbridge to lead 
the development of our Luxembourg office and launch our 
management company services.
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C OW E N  P R I M E  S E RV I C E S

As hedge fund managers con-
tinue to focus on reducing cost 
and fostering a greater empha-

sis on their core competency, the 
industry is seeing a move as existing 
funds explore outsourced solutions to 
either supplement their internal trad-
ing operations or at times completely 
replace them.

Jack Seibald, Managing Director at 
Cowen, says the firm has experienced 
this trend directly, onboarding some 
notable current hedge funds with this 
service. “The dramatic changes taking 
place in the structure of the markets, 
particularly the equity markets, means 
far fewer issuers now trade publicly, 
compared to a decade ago. As more 
and more daily activity is driven by 
electronic and passive strategies, 
portfolio managers are increasingly 
questioning the value of building or 
operating internal trading desks, when 
they have the option of outsourcing 
that function to experienced teams 
with a global footprint,” he comments.

Seibald adds: “With increasing 
frequency, we’ve seen investment 
managers look to outsourcing as a 
means to reducing operating costs 
as well as fostering a working envi-
ronment that enables a greater focus 
on portfolio management. Given the 
ongoing contraction in fees that allo-
cators are able to negotiate with fund 
managers, we anticipate that a focus 
on costs will continue for the foresee-
able future.”

The broadening acceptance of 
outsourcing among investment man-
agers, and perhaps more importantly, 
those investing with them, has been 
a key driver of Cowen’s growth over 

the past year. The firm’s Outsourced 
Trading service, which encompasses 
a comprehensive set of solu-
tions beyond trade execution, has 
expanded significantly. Throughout 
the year it has added personnel 
across the globe and onboarded 
many new clients.

Seibald notes: “We came into 2020 
with expectations for a sharp increase 
in our Outsourced Trading business. 
And while it’s still early in the year, 
we are very encouraged by the suc-
cess we’ve had so far in winning new 
mandates from both new launches 
and established investment manage-
ment firms.” In light of this, Cowen 
has added to its outsourced trading 
team in London and will shortly be 
announcing a significant expansion 
into an additional asset class to fur-
ther differentiate its offering.

Expounding on the challenges 
hedge fund managers face, Seibald 
comments: “Increasingly, our capital 

introduction team is seeing growing 
interest in strategies with idiosyncratic 
return characteristics, with far less 
interest in more traditional long-short 
equity strategies.

“Active managers must distinguish 
themselves and demonstrate an abil-
ity to generate returns other than from 
beta, as these strategies are increas-
ingly commoditised and inexpensive 
for allocators to employ themselves.”

On the ongoing challenge to sus-
tain the calibre of service delivered to 
clients, Seibald observed: “As we’ve 
continued to build out our team glob-
ally and across asset classes, our 
top priority has been to add people 
with deep experience and, just as 
importantly, a like-minded approach 
to helping clients to outperform. While 
investments in technology and support 
services are critical to deliver a great 
customer experience, Outsourced 
Trading is still a people-driven ser-
vice. Effectively managing those client 
touch points will remain critical to the 
success of the business.” n

Trading operations being 
outsourced

Cowen Outsourced Trading: Best Outsourced Trading Solution

Jack Seibald
Managing Director,  
Global Co-Head of Prime Brokerage 
and Outsourced Trading, Cowen

Jack Seibald is Global Co-Head of Prime 
Brokerage and Outsourced Trading, 
Cowen Inc. He was a co-founder and 
managing member of Concept Capital 
Markets, LLC until its acquisition by 
Cowen Group, Inc. in September 2015. 
He has been affiliated with the firm 
and its predecessors since 1995, and 
has extensive experience in prime 
brokerage, outsourced trading, investment 
management, and research dating back 
to 1983.
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C O N S T E L L AT I O N  A DV I S E R S

The increase in transparency 
demands within the investment 
industry has led to an upshot 

in business for firms offering due 
diligence assessments. Carrying out 
this work allows these due diligence 
practitioners to be at the forefront of 
evolving industry best practice.

“We anticipate that hedge funds 
will continue to face increased infra-
structure, reporting and regulatory 
requirements by institutional investors, 
a tough capital raising climate and 
continued fee compression. As such, 
managers will have to take a serious 
look at how they are currently operating 
their business,” says Greg Farrington, 
President of Constellation Advisers.

Firms like Constellation can help 
investors meet these challenges 
head-on. The firm supports all non-in-
vestment functions of an organisation 
and by doing so, can do it in a more 
cost-effective manner while providing 
its clients with better efficiencies and 
additional bandwidth. Delegating key, 
non-investment related functions to 
experienced outsourced partners can 
help funds of all sizes to optimise and 
streamline their operations.

“Furthermore, innovation is chal-
lenging but vital to the overall growth 
and evolution of the business, 
Farrington continues, “we always want 
to remain true to our core tenants 
of proving best in class accounting, 
financial, operational, regulatory and 
compliance support services to our 
clients. However, with the rise of the 
competitive landscape, we also want 
to remain innovative as we expand 
our service offerings to offer additional 
solutions to our clients.”

One example of these new services 
is the Partnership Representative. 
This was introduced in response to 
the new IRS regulations and sees 
Constellation naming a qualified and 
knowledgeable practitioner as the 
Designated Individual. 

Hedge funds currently account for 
60% of Constellation’s clientele and 
Farrington expects this to continue 
expanding; overall the firm’s business 
has grown from around 350 clients in 
2018 to over 500 to date in 2020. 

“We have a “client first” approach 
and will continue to keep that at the 
forefront as we deliver a superior level 
of services and strategic advice to our 
clients…. Not only are we accounting, 
operations and compliance experts, but 
we are due diligence practitioners as 
well. We routinely perform operational 
due diligence assessments on behalf 
of some of the largest and most active 
global institutional allocators, pensions, 
endowments and foundations. These 
engagements allow us to remain at the 

forefront of evolving industry best prac-
tices and serve as trusted advisers to 
our global client base,” he notes.

Farrington underlines the firm 
provides a highly customisable insti-
tutional level service offering which 
is delivered on either a co-sourced 
or fully outsourced basis. “We tailor 
each engagement to the client’s spe-
cific requirements from the beginning 
and modify our level of support as the 
client grows and scales,” he says.

The firm plans to continue investing 
in technology, people and processes 
across the firm and will also open 
more offices in the US and interna-
tionally in the coming years. More 
specifically, Constellation 
plans to open an 
office in Chicago 
in the second 
quarter of 2020, 
followed by the 
launch of an office 
in London in 
2021. n

Due diligence assessments 
on the rise

Constellation Advisers: Best Outsourced Accounting Firm

Greg Farrington
President, Constellation Advisers

Since joining Constellation in early 2009, Greg Farrington has focused his efforts directing 
teams on buy side due diligence, regulatory and compliance requirements, operational 
assessments, internal controls, and working with traditional and alternative investment 
management clients and their institutional allocators. Greg has over 18 years of investment 
management expertise. Across Constellation’s client base, Greg coordinates relationships 
with executive management, and oversees project execution teams for formal reporting 
and remediation of any potential concerns of clients. He is responsible for the due 
diligence and consultative services lines, as well as the implementation and ongoing 
maintenance of client regulatory and compliance programmes, including directing teams 
in response to a client’s regulatory examination or inquiry. Greg has extensive expertise 
advising hedge funds, private equity firms, investment advisors, endowments, foundations, 
trusts, family offices, high net worth individuals, fund administrators, prime brokers, and 
other financial institutions. Prior to Constellation, Greg was employed with Deloitte & 
Touche where he was responsible for the delivery of alternative investment consultative 
and attest services to hedge funds and private equity firms. Greg was one of the founders 
of Investment Management Due Diligence Association and is a member of National 
Association of Corporate Directors. 
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Technology is playing a key 
role in the delivery of compli-
ance within the world of hedge 

funds and managers are becoming 
more pro-active in understanding how 
technology can help them meet these 
challenges.

As hedge funds continue to feel 
both regulatory and investor ODD 
pressure regarding its information 
technology infrastructure, managed 
service providers are being forced to 
bolster their offerings to support man-
agers in tackling cyber-security and 
compliance challenges.

According to Vinod Paul, chief 
operating office at Align, clients are 
demonstrating a sharper need for 
more detailed information and support 
in the realm of operational due dili-
gence. He elaborates: “Our client base 
has become educated in what their 
needs are as a firm and how they 
deal with operational due diligence 
and the regulatory changes taking 
place…. Their needs in this area are 
changing. We’ve seen a tremendous 
increase in operational due diligence 
data requests coming through. These 
are sophisticated documents and it is 
evident that the individuals conducting 
the operational due diligence on the 
other side really understand technol-
ogy. You can’t just send them a one 
pager anymore.”

John Araneo, managing director 
and general counsel at Align agrees: 
“Before, clients would just be aiming 
to tick the box. Now they’re asking 
questions and requesting our help to 
make sure policies and procedures 
are sufficient, that they have been 
fully integrated and how they can 

demonstrate same. We’re definitely 
seeing a growth in demand and our 
clients have become interested in 
being able to articulate and identify 
the fundamental components of their 
respective IT environments and at 
least strive to be conversant about it. 
They also want to understand their 
own cyber security posture, whatever 
approach they’re taking.”

More broadly, the growth and devel-
opment of its cybersecurity offering is 
a good manifestation of the fact that 
as a firm, Align, has kept pace with 
industry trends: “In many industries 
we’ve seen the regulators gently, over 
the past 10 years, start to encroach 
their jurisdictional reach over their 
respective registrants’ information sys-
tems. Information technology (IT) has 
never been more regulated than it is 
now and hedge fund managers, both 
emerging and established, cannot 
afford to let IT be the last thing on 
their list,” Araneo explains.

He believes the compliance 
component of technology is going to 
be a driver which can set Align apart 
over the coming 5 to 10 years. This 
is particularly important given the 
outlook for regulation in the cyber-
security arena.

Araneo highlights: “The SEC and 

even the FCA have articulated that 
they intend to be aggressive in looking 
at regulation around cyber-security. 
And the reality is that this phenom-
enon is still nascent and security 
standards are still emerging.”

As regulation will undoubtedly 
continue to increase, firms like Align 
need to guide clients in navigating this 
new environment. They need to help 
managers strike a balance between 
investing to meet the requirements 
without spending too much money on 
something which could become obso-
lete in a few years’ time.

Paul concludes: “The way you get 
through this is by making reasonable 
decisions and demonstrating engage-
ment without going from one extreme 
to another. We had clients who first 
were defensive and didn’t want to 
spend any money on cyber security 
who then get wind of a cyber sweep 
or ODD exam and then want to build 
the space shuttle overnight. Our 
advice is that you need a common 
sense, reasonable approach and 
be able to demonstrate you have a 
baseline. Look at what you’re good 
at and see what you can improve. 
Then show you’ve made method-
ical, rational improvements over a 
sequence of time.” n

Managers’ understanding of 
technology comes of age

Align: Best Outsourced IT Provider

A L I G N

John Araneo
Managing Director of Cybersecurity & 
General Counsel, Align

Vinod Paul
Chief Operating Officer, Align
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www.crestbridge.com
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Crestbridge is independent in structure and spirit. We provide global administration, trustee, 
accounting, management and governance solutions that are shaped to our clients’ needs 
wherever they do business.

Our Luxembourg office works with corporates and the investment funds community to deliver a 
range of tailored services. Experienced in the Luxembourg marketplace and its fund management 
and professional services industries, our professional teams are well-placed to provide governance 
and substance solutions to a wide range of fund structures and strategies.

Our specialist management company solutions offer a comprehensive Management Company 
service that also includes independent risk management and oversight support.

Contact: Daniela Klasén-Martin | daniela.klasen-martin@crestbridge.com | +352 26 215 420

Cowen Outsourced Trading provides investment managers with a first-rate, cost efficient solution 
for their trading needs. Our offering is full service, multi-asset class, global, and is differentiated 
by its transparency and level of operational support. Cowen Inc. (“Cowen” or the “Company”) is a 
diversified financial services firm that operates through two business segments: a broker dealer 
and an investment management division. The Company’s broker dealer division offers investment 
banking services, equity and credit research, sales and trading, prime brokerage, global clearing 
and commission management services. Cowen’s investment management segment offers 
actively managed alternative investment products. Cowen Inc. focuses on delivering value-
added capabilities to our clients in order to help them outperform. Founded in 1918, the firm is 
headquartered in New York and has offices worldwide. 

Contact: Jack Seibald | jack.seibald@cowen.com | +1 516 746 5718

Constellation is the leading provider of outsourced CFO, accounting, operational, regulatory and 
compliance support services to a range of alternative and traditional investment management 
firms and their investors, including hedge funds, private equity, private credit, venture capital, 
private equity real estate, family offices, mutual funds, fund of funds, pensions, endowments and 
foundations. With its headquarters in New York and centres of excellence in Cary, NC, Dallas, San 
Francisco, Los Angeles and Seattle, Constellation services over 400 clients globally.

Contact: Frank Napolitani | fnapolitani@constellationadvisers.com | +1 646 974 7215

AlternativeSoft is the only analytical tool on the market that allows users to build and manage a 
universe with data easily imported from any source including Bloomberg, Morningstar, Albourne, 
HFR, EurekaHedge, HFM, Preqin and many more. With over USD1.5 trillion in client AuM, 
AlternativeSoft’s clients include some of the world’s largest pension funds, sovereign wealth 
funds, endowments, fund of funds and wealth managers. These clients use AlternativeSoft’s 
solutions to create a unique investment universe and perform complex quantitative analysis to 
identify top-performing managers and subsequently build, optimise and manage portfolios.

AlternativeSoft prides itself on the quality and dedication of its client service. A highly-skilled 
support team with over 20 years of experience at AlternativeSoft ensure that each user is able to 
generate insightful analysis and subsequently add alpha to their investment process.

Contact: Dominique Castagna | information@alternativesoft.com | +44 (0)20 7510 2003

Align is a premier global provider of technology infrastructure solutions. For over 30 years, leading 
firms worldwide have relied on Align to guide them through IT challenges, delivering complete, 
secure solutions for business change and growth. The company’s comprehensive, award-winning 
IT Managed Services and Cybersecurity Advisory Practice help companies mitigate risk, increase 
efficiency and scalability, and remain at the forefront of cloud computing innovation. Align’s 
Professional Services offers clients end-to-end technology and infrastructure support you can 
trust. Align is headquartered in New York City and has offices in London, Chicago, San Francisco, 
Arizona, New Jersey, Texas and Virginia. 

Learn more at www.align.com and www.aligncybersecurity.com 

Check out our blog here: www.align.com/blog. Follow us on Twitter @AlignITAdvisor

Contact: Vernon Bratton | vbratton@align.com | +1 212 546 6132
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As a global top 40 law practice, Eversheds Sutherland provides legal services to a global client 
base ranging from small and mid-sized businesses to the largest multinationals, acting for 66 of 
the FTSE 100, 73 of the Fortune 100 and 119 of the Fortune 200.

With more than 3,000 lawyers, Eversheds Sutherland operates in 69 offices in 34 jurisdictions 
across Africa, Asia, Europe, the Middle East and the United States. In addition, a network of more 
than 200 related law firms, including formalised alliances in Latin America, Asia Pacific and Africa, 
provide support around the globe.

Contact: Imogen Toomey | imogentoomey@eversheds-sutherland.com | +44 (0)20 7919 4500

Invast Global is an award-winning multi-asset prime broker, based in Sydney, with offices in Tokyo 
and Hong Kong. We specialise in providing bespoke, high quality prime brokerage services to 
global brokers, small/mid-sized hedge funds, family offices, proprietary trading firms and regional 
banks. We also make our services available to qualified Australian-domiciled individuals.

Our publicly-listed Japanese parent company, Invast Securities Co, has a 60 year history as a 
securities brokerage. Our group enjoys stable, long-standing relationships with numerous tier-1 
bank Prime Brokers, as well as leading data providers and market infrastructure vendors. Our 
Japanese heritage ensures we stay at the cutting edge of technology and best practice, while 
maintaining a strong culture embodying a dedication to service, diligence and innovation.

Contact: invastsupport@invast.com.au | +61 2 9083 1333

RFA is the technology partner to alternative investment firms who require end-to-end cloud, 
cybersecurity, infrastructure and application solutions. RFA is a global, next-generation MSP with 
a distinguished 30-year pedigree

Unlike other industry offerings, RFA does not put firms “in a box”; its culture of innovation and 
thought leadership empowers businesses to compete how they want to – securely. 

Contact: George Ralph | sales@rfa.com | +44 (0)20 7093 5000

SS&C Advent, a business unit within SS&C Technologies Holding Inc. (SSNC: NASDAQ), provides 
software and software-enabled services to the global financial services industry. SS&C’s selection 
of software and rapidly deployable software-enabled services allows its clients to automate 
and integrate front-office functions such as trading and modelling, middle-office functions such 
as portfolio, collateral and FX management and reporting, and back-office functions such as 
accounting, performance measurement, reconciliation, reporting, processing and clearing. Our 
solutions enable our clients to focus on core operations, better monitor and manage investment 
performance and risk, improve operating efficiency and reduce operating costs.
As a pioneer in portfolio accounting and reporting software, we have seen continued growth 
and today have more than 3000 clients on multiple platforms serving asset managers, wealth 
managers, hedge funds, endowments, foundations and family offices of all sizes.
Contact: Roger Woolman | rwoolman@sscinc.com | +44 (0)20 7631 9240

Tradeweb Markets Inc. (Nasdaq: TW) is a leading, global operator of electronic marketplaces for 
rates, credit, equities and money markets. Founded in 1996, Tradeweb provides access to markets, 
data and analytics, electronic trading, straight-through-processing and reporting for more than 
40 products to clients in the institutional, wholesale and retail markets. Advanced technologies 
developed by Tradeweb enhance price discovery, order execution and trade workflows while 
allowing for greater scale and helping to reduce risks in client trading operations. Tradeweb 
serves approximately 2,500 clients in more than 65 countries. On average, Tradeweb facilitated 
more than USD720 billion in notional value traded per day over the past four fiscal quarters.

Contact: Tradeweb European Client Services 
europe.clientservices@tradeweb.com | +44 (0)20 7776 3200
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