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INTRODUCTION

ith 2020 being AIMA’s 30th Anniversary year,

we were set to host a series of events to mark
this milestone in many of the countries we serve.
Alas, that was not allowed to happen. But rather

than looking back at what might have been, we
- are looking forward with optimism to the “new
S normal”. This special edition of the AIMA Journal is
all about the future and what it may hold for our
4 ) alternatives industry.
L

Winston Churchill famously said, “never let a good crisis

Jack Inglis go to waste”. COVID certainly presents new opportunity
y &4+ )haUOK ba c{04a? for skilled fund managers to provide solid investment
AIMA outcomes for the world’s pool of savings, and alternative

asset managers are best positioned to deliver.

A major rethink on portfolio allocation must surely see

alternatives play an enlarged role in investor preference

and we are already seeing that cited in several recent
surveys, with hedge funds and private credit at the top

of the list.

It is hard to imagine the decade long bull market,

KyAK A?#C& +?# Kya g #UA } A U A
repeated, so the 60:40 mix simply cannot be the way
forward.

For AIMA we recognise there will be much to contend
with to ensure our members are not overly constrained
as they seek to produce those outcomes. Just as the GFC
saw banks reined in, there is now heightened risk that
the use of leverage in funds will be subject to greater
prudential regulation.
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As anindustry, we must ensure that market dislocations,
seen earlier this year, are viewed in the proper context

of several inter-connected factors rather than caused by
Kyd AUK b Ki #+ OCK # & CAUK#? #+
The extent of UK's divergence from EU rules post-
Brexit, a possible new administration in the US at year-
end and ongoing tensions with China accompanied by
new security laws in Hong Kong all give AIMA a busy
agenda as we prepare for 2021.

It is important, as a membership body, that we come
together as a central point of knowledge and impact
in addressing these issues which may force some
<#?KA K 440 C # C K# U& Aaa Ui a
Looking further ahead, there is little doubt that two
C o }UA K Ky&d AK U K?& 4C ?2a A

0?28AC g # &

K

chbd? Ky&d U# o i4A?2C 8z#?KC K#
investment products will intensify, led by demand from
investors and requirements by policymakers in varying
parts of the world.

K

At AIMA, we strongly believe that alternative managers
A?8 cd& < AU&a K# 4& ba? a#ouU a
superior investment returns by doing good socially
and environmentally while actively encouraging high

standards of governance.

U

They can do this because they have the tools and
~&h U Ki KyAK U# 8 ¢ Ky Kyad ? A a
being just one particular example.

The second megatrend is that of technology. Just as the
NASDAQ continues to lead the way in stock markets so
managers that fully embrace the use of technology, in

Kopth thek itvedtmedt ahdi Gp@ratdnal processes, will
?28A< Ky& Ud &}KCB

AIMA provides insight and guidance to the key aspects
#+ Ky C; Kyd @?#c o OC& #+ A KA&-?

K& o4& Ud< #<&?AK # A &{U & Ui
and protection from the ever-growing threat of cyber
intrusion.

We don’t yet know fully what the “new normal” will look
like. Indeed, we don’t know when, or if, we are going to
Ww&? URACB-0 K &
new way of thinking about our work environments and
it may be that it lends itself to a new way of life that is

Anbie Auitable to ashAeKing Gur diversity and inclusion

KO B %ya }?CK #+ Ky ag@oals. Bgaifi,<ABVA is here to lead on the discussion.

1 dnBpke KGu §rficy réddifgiBi£30th Anniversary Journal.
D Kyad & CO o <Ag&C i#0 ¢ } a
for the future as envisaged by our sponsoring partners,

to whom | am especially grateful for their contributions.

#H K K#

AKAC< CY#?K Ca @

AK bd
Ky?#0

K# #0? #{U&CB %y C U"

o0y K1
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EDITORIAL NOTE

The AIMA Journal is always worth reading, but
it feels like this 30th Anniversary edition, with
its focus on the future of the hedge fund industry,
carries within it some particularly important
messages for us all now and going forward.

As | write this in the middle of August, we have enough
perspective on this turbulent year to say that hedge
funds have, by and large, delivered for their clients
during these initial stages of the coronavirus crisis and
the industry feels in good shape. The question for us
now is how to build on this resilience and move with

Luke Ellis strength into a world dramatically reshaped by the
CEO

events of 2020.
Man Group

One thing that comes out of many of the excellent
pieces in the journal is that one of the impacts of the
coronacrisis has been to accelerate a number of trends
that were already visible within the industry prior to the
pandemic. We have all had stark reminders this year of
the importance of understanding the liquidity of your
positions; investment in technology, and particularly
CiCKa C KyAK U?8AK& ~&4h U Ki cy

control; the need for smart, creative thinkers within an
organisation; and the value of robust risk management
systems.

We knew all this before the virus hit, but recent

# KyC yAb&d U&& A <#cé&?+0 U# }? AK #
fund business models that prioritised infrastructure,

KalUy # #@oi A 4 a ba?C }UAK # B DK +44a C
has applied the lessons it learnt from the 2008 Global
Financial Crisis and is now largely more stable and able
to withstand periods of intense volatility such as we
experienced this spring.

Reading the newspapers, you might not know that
hedge funds had negotiated the crisis in such relatively
good shape. There has been a lot of focus on the travails
of one or two players while largely ignoring the health
of the majority. Hedge fund management is necessarily
a Darwinistic environment and the past months have
of course been tough for some, particularly those that
hadn’t continued to invest in their businesses.

Whereas in the early days of hedge funds, it was all
AU#0OK } 4 @ Kyad &hK t A Agd? c Ky
new strategy, higher ‘costs of production’ and general

alpha decay have meant that smaller funds have
struggled more recently, particularly since the pandemic

took hold. Given the scale of investment needed in
technology, risk management and infrastructure, we're

in an era where barriers to entry in the industry are

higher than ever before.
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This is to be expected: the industry is maturing, a trend
that will only have been exacerbated by recent volatility.
You'll read in these pages an obituary of Hans-Willem
(“H-W”) van Tuyll, a founder member of AIMA and
A &gd aA?i }g0°?a Kyad y CK#?i
industry. Among his many accomplishments, H-W was
an evangelical proponent of hedge funds becoming
more institutional, more grown-up, more regulated in
the way they did business.

#

Hedge funds have come a long way since H-W’s time,
when, as one of those remembering him puts it, they
were viewed as “opaque, unregulated, risky.” Leading
hedge funds have embraced his vision of an industry
KyAK C A K?A C<A?&8 K A aA Kag?A
markets, and where dependable alpha generation
serves to mitigate portfolio risk and provide investors

c Ky A c#0?048 #+ g4 O & a4 ba&?cC }UA

That brings us on to another message that comes
from reading this latest AIMA Journal. Whether it is
in stewardship and sustainability, in technological
innovation, or indeed in how to manage through periods
#+ yO@gd b# AK Ki & Kyad }?CK yA =+
have increasingly come to perform a leadership role for
the entire asset management industry. These are fast-
moving times and adaptability has always been central
to hedge funds’ business models. That nimbleness and
entrepreneurial spirit has helped us deliver through
the pandemic-related volatility and it will enable us to
continue to lead as we face an uncertain future.

Despite the relative resilience with which the hedge
fund industry has made it through the crisis so far, this

is not a time for celebration or back-slapping. For one
thing, there’s the question of diversity, where a lot is still

to be done. Hedge funds came of age in an era when
} AUA Cc&?b U&C c&?& CK a# AKJ
were often openly sexist, racist and homophobic.

This left a huge hole in the pipeline of diverse talent
AC >OA Ki <&#< & cd?a& & Kya? <0K
services culture and never joined, or rightly left the
industry after a short period because of how they
were treated. In the years since, we have made some
progress, but not enough, and now we are past the
time for excuses. The hedge fund industry doesn’t have
nearly enough women, LGBT+ or people from BAME
backgrounds, particularly in senior roles, as most people

in leadership positions will have been in the industry
for 30+ years. It is impossible to shortcut a solution to
this historic gap, but we must all focus on building and
4dba #< @ Kyad +OKO?a& < <a a< #
within our organisations to create change for the better

A a # #z8? o #<<#?KO K &C K# a
who aspire to join our industry.

There’s also the potential for further market and
economic pain. As we still appear some way from a

to create herd immunity, those predicting a return to
something like normal life in early 2021 may be left
disappointed. The 2008 crisis was about banks and
liquidity, this time around it's focused on corporations
Kya WREoRA-0 A A &4 #<&?AK # A
running, with the potential for further spikes in defaults
and restructurings.

The global political landscape is deeply uncertain and

the need to address climate change. But, having said
all this, I'll reiterate that hedge funds are by their very
nature the right vehicle for volatile times, able to be
proactive where others are reactive, able to adapt
swiffy?td mew Konditipnd, 10 deize the opportunities
#z424&4a Ui AabA UAacC KalUy # #0iB

KAstwB look ahead into an uncertain future, we should
also take a moment to recognise how far we as an
industry have come in the past 30 years and to look
years will be even better for the Hedge Fund Industry.

# < yaaga -0 ac

a Ui AKK KOaac KyAK

#z Ui Kyad } AU A

o

4 <#cd? g CKAz

pa?Ca UA &4 4AKAC

vaccine, never mind one that is widely enough used

Qo

Qo

Kyad 00?2?28 K U? C C OCK #K 44~8U0K #C

+#?cA?4 ¢ Ky A C& Ccd #+ U# }aa U& KyAl
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Introducing Man Group’s new content hub...

Man Institute

From bite-sized snapshots and expert opinions to in-depth academic research
and perspectives, Man Institute provides easy access to a wealth of views
and insights from across Man Group.

Visit: www.man.com/maninstitute; or scan the QR code to be automatically
directed to the Man Institute homepage.

Man Institute...
Bringing Together Minds at Man Group

This material is for information purposes only and does not constitute an o ffer or invitation to invest in any product for which any Man Group plc affilia te provides investment
advisory or any other services. Unless stated otherwise this informat ion is communicated in the European Economic Area by Man Asset Management (Ireland) Limited, which
is authorised and regulated by the Central Bank of Ireland. In Australia this is communicated by Man Investments Australia Limited ABN 47 002 747 48 0 AFSL 240581, which

is regulated by the Australian Securities & Investments Commission (ASIC). In Austria/Germany/Liechtenstein  this is communicated by Man (Europe) AG, which is authorised
and regulated by the Liechtenstein Financial Market Authority (FMA). Man (Europe) AG is registered in the Principality of Liechtenstein no. FL-0002.420.371-2. Man (Europe) AG
is an associated participant in the investor compensation scheme, whi ch is operated by the Deposit Guarantee and Investor Compensation Found ation PCC (FL-0002.039.614-
1) and corresponds with EU law. Further information is available on the Fou ndation’s website under www.eas-liechtenstein.li. This materi al is of a promotional nature. In Hong
Kong this is communicated by Man Investments (Hong Kong) Limited and has not been r eviewed by the Securities and Futures Commission in Hong Kong. In Switzerland this
information is communicated by Man Investments AG which is regulated by th e Swiss Financial Market Authority FINMA. In the United Kingdom this is communicated by

Man Solutions Limited which is authorised and regulated in the UK by the Fina ncial Conduct Authority. In the United States this material is presented by Man Investments Inc.
(‘Man Investments’). Man Investments is registered as a broker-deal er with the US Securities and Exchange Commission (‘SEC’) and is a member of the Financial Industry
Regulatory Authority (‘FINRA'). Man Investments is also a member of Securities Investor Protection Corporation (‘SIPC’). Man Investments is a wholly owned subsidiary of

Man Group plc. (‘Man Group’). The registrations and memberships in no way i mply that the SEC, FINRA or SIPC have endorsed Man Investments. In the US, Man Investments
can be contacted at 452 Fifth Avenue, 27" floor, New York, NY 10018, Telephone: (212) 649-6600. 19/1111/RoW/GL/R/W
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simmons

Your ESG partner

We are at the cutting edge of sustainable
investing and ESG regulation for hedge
fund managers.

Our team of specialists deliver strategic advice to the
world’s largest managers.

Contact Lucian Firth or Nick Colston to find out what
you need to do ahead of the 10 March 2021 deadline.

lucian.firth@simmons-simmons.com
nicholas.colston@simmons-simmons.com
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eading the market for the past

thirty years, the hedge funds
team at Simmons & Simmons
is perfectly placed to advise
the market on navigating the
opportunities and challenges
for hedge funds over the next
}bd& iAA?CB

The Simmons & Simmons hedge
funds team in London is led by
Richard Perry, lain Cullen, Dev
Saksena, Lucian Firth and Sarah
?AUUB %ya K&A CAakKCcC
predictions for the future of hedge

+0 4aC #ba? Kya ahk
below.

1. Greater fund customisation

In an extremely competitive
landscape for raising capital,
managers are under pressure to
KA #? #z4? oC K# Kya
of potential investors. We see no
indication that the trend for greater
customisation will slow down over
Kyd &4hK }b& i&4A?CB

Allocators have increased
bargaining power, as evidenced
in recent years by fee rate
compression, and managers
#z4? o UAaC<# & =+4aa

exchange for large tickets will
inevitably continue.

Increased desire for investor control
and oversight will likely prevail.
Managers willing to consider setting
up managed accounts and funds of
one to accommodate the wishes of
strategic investors will continue to
rise, regardless of the operational
U# < 4h K 4C A a U#
interest that can occur when
managed alongside commingled

11

¢

T aldtén

U hiten bl 00

funds. Similarly the recent trend
for hedge fund co-investments,
which are typically associated with
the illiquid end of the investment
spectrum, is expected to continue.
Co-investments provide investors
with the right to co-invest alongside
the manager's fund, into which
the investor may or may not have
themselves invested.

Co-investments usually arise where
the allocation to the fund is too
large or where_ the fund is limited

B\KnvdStnenk @strittions such that

the fund can only accept a portion

} & ghe proPcdEd allocation (if at all).

Previously choice of fund structure
and domicile was largely investor
driven. Fund structures are now

increasingly  fragmented and

Kya?a C # # @&? A [# 4 C
all’ approach Regulatlon tax and
<RUMIr <34l 0 ~0& 04& Kya

of structure far more than ever
before.

For example, if a fund invests
in credit or a manager wants to
access European investors then
structuring an onshore fund in
Europe might be preferred but if a
fund has a non-credit strategy or a
arﬁa‘hager wants to structure “out”
#+ 2&h K Kya A #zCy#?4a
Islands’ launch may make sense.

2. Renewed importance of the
seed investor

In recent years, we have seen
fewer but higher calibre start-up
managers. Two to three years ago,
managers were mainly launching
gmougl)*r.
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Barriers to entry such as increased
regulatory  burden, compliance
costs and the impact of Covid-19
on investor appetite to allocate to
new managers, means we are now
seeing more demand for seed deals
in start-up conversations.

Our prediction is that emerging
managers are likely to require
committed seed capital prior
to pressing ahead with the cost
and expense of launching a fund
independently which may or may
not be successful in attracting
external capital.

If seed capital is not a given,
portfolio managers might be more
encouraged to join a platform or
an established manager to manage

a particular fund or strategy with

a remuneration package that is
a 2a0K i aa K# Kya <
fund or strategy.

We also predict a prevalence
in seeders investing in more
distressed funds managed by
mature managers.

These so-called stabilisation
investments can make sense for
seeders as they choose to invest in
funds managed by a manager with
a proven track record and existing
infrastructure in return for a slice of
the manager’s economic returns.

3. Emphasis on
investment and ESG

responsible

A big talking point in the industry

in 2020 has been responsible
investment and environmental,

social and governance (ESG) and
how these apply to hedge funds.

Reports of better risk-adjusted
returns and increased net
~#cC K# COCKA AU
coupled with increased investor

expectations from both large and
next-generation investors around
consideration of ESG factors lead to
our prediction that many managers
will incorporate ESG principles into
their investment philosophies over
Kyad ahK }ba idaA?CB

This is supported by increased
ESG focus from global regulators,
including the introduction of EU

ESG legislation - the EU Sustainable
Finance Disclosure Regulation being
Kya }?CK K# A<< i +?2# A

As a result of continued focus from
investors and regulators, we expect
managers to embed processes to
consider governance, culture and
diversity much more readily in their

#c }? CK?0UKO?4acCB
B % b&d?C JUAK #
classes

As managers seek to optimise

returns, we predict a renewed focus

# & ba?cCc YUAK # #+

and investment strategies over

Kyad &hK }ba idaA?C c Ky

looking to non-traditional asset
Paldkes. #+ Kya

C <A?K #+ Ky C ahb
we note that both established
and emerging managers are
incorporating digital assets and
gold into their investment universe.

A(

Although historically volatile, Bitcoin
has demonstrated a meaningful
4 bad?C JUAK # azaUK +#
recent times and certain managers
have looked to digital assets and
g# & AC A yaagad ApsA CH
risks.

Employing derivatives within a
portfolio can be a way to obtain
exposure to the upside without
encountering some  of the
complexities of investing directly
in assets such as cryptocurrencies
and gold.

5. Consolidation within the
asset management sector
LO2P MC<x?2a4a UK # +#7?

years is further consolidation within

the sector. Movement of portfolio

management teams will likely
increase as established managers
seek to acquire capabilities rather
than invest time and capital in
organic growth.

Increased competitive pressure
and rising compliance costs,
together with continued downward
pressure on fees, will likely lead to
accelerated consolidation amongst
managers.

Our specialist asset management
M&A team is seeing increased
activity in this area and expects a
wave of further activity as smaller
managers navigate the aftermath
of COVID-19.

i+ Fhis répeatsiatrend for increased
M&A activity in the sector that was
seen following the turbulence of
Kya T }AUOA 02

C BlrdakKwotd ACCA&C
HeklgA ¢ &f@r@s  have  evolved

considerably over the past three
decades and will continue to do so

CB

#b&? Kya &hK }b& i8A?2C K# |

Atd CatlrBlch Knvégstnent and meet
investor needs.

? <#?K+# #C

~AK # A?i

Kya &4hK }ba

12
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As we live through these challenging times,
inspiring leaders in the asset management
industry are guiding their organizations
through significant change at a rapid pace.
From sharpening focus on high opportunity
areas, adapting to new ways of working,
implementing innavative technology,
integrating ESG into investment decision
making — KPMG professionals have the
passion and expertise to help you make
decisions about your business. Working
together to prepare for the new reality.

KPMG Asset Management
home.kpmg/assetmanagement

KPMG
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A FUTURE ACCELERATED

John Budzyna

Managing Director, Alternative
Investments

KPMG in the US

Neil Macdonald

Wealth and Asset Management
Centre of Excellence Leader
KPMG in China

Pascal Denis
Partner, Head of Advisory
KPMG in Luxembourg

s the new decade dawned,

he future of the Alternative
Investments sector seemed
fairly certain. Fund managers
would continue to shift data and
processes into the cloud. Digital
technologies — such as Al and
Machine Learning — would prove
Kyad ? bA 04 AK Kya
and gradually be adopted across
the sector.

A handful of large players would
convert their proprietary systems
and tools into industry platforms,
capitalizing on the demand for
CUA AU & aa a Aa U
infrastructure and processes.

The emergence of the COVID-19
did not change the importance, but
rather it did quickly sharpen minds
and add urgency to the technology
Agd 4AB % y#Ca& ¢ Ky#C
A a4 4z840K bd a4 ¢ KA &aA
quickly realized their ability to
operate was being constrained.

YZ#?2KC K# 20 #<8?AK #
decentralized environment during
the lockdown only accentuated the
urgent need for change.

Important technology questions
reemerged onto the Alternative
Investment agenda: How will we
combine and communicate key
data sources — such as trading data,
research data, risk management
data and investor data — in a
decentralized work environment?

15

How can we leverage technologies
such as Al, Blockchain, Machine
Learning and digital payment
solutions to both  generate
alpha and improve the investor
experience in a digital world? And
cya?a c
the technology skills we require to
achieve our objectives?
A?gaCK }? C

The new reality emerges

The COVID-19 experience was an
awakening of sorts. On the back of
what seemed like an endless bull
market, most asset managers had
convinced themselves they had
Aie Tordafch up on the digitization
agenda.

Now that runway has disappeared.

Those with a 5 to 8 vyear
transformation journey are
scrambling to expedite their
KmebBnges. & K

KA < AK+#? C

The problem is that, for most, the

journey may require considerable
baCK & KB

ekills ald gapdbilities in-house to

drive and scale a successful digital

transformation agenda.

That, in turn, has driven many

1?2 C K# 2a0# C 482 Kya ? #<

models. Some are now working

c Ky #OKC#0?04?CB [#2& A?

towards the bigger technology
providers and the large industry
< AK+#7?
scalable processes and tools to the
industry.

cd } 4 Kyd UA< KA

4 +4c }? C yAb:

<?#b 447?2C cy# A?4
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Stepping on the gas

Don't expect all technology
decisions to be outsourced or
delegated to the platform players,
however. Many fund managers
are also working to rapidly build
their own internal capabilities.
Most now recognize that cloud is
the foundation for future digital

transformation.

Those with some processes or
data still residing on their own ‘on-

premise’ computers and servers will

Ua ## @ K# #ba Kya
both as a way to reduce complexity,
and to provide managers and
employees the integrated data
they require to do their jobs and

generate alpha.

Others are now quickly assessing
the value of automation and
A?2K }0 A Ka o4 UAB
looking for tools and technologies
that can enhance their digital
channels and improve the investor
experience.

For example, they are testing new

RegTech solutions to help improve
U# < AU&a A a UAU
a{U & UiB & Kyai A?4 Cs

new virtualization and collaboration
tools designed to better connect
their employees to their clients,
each other and the enterprise.

To be sure, there will be a number
#+ +0 a4 A Agad?C cy#q
themselves hindered by margin
constraints, may choose to reduce
investment into new technology
initiatives.

However, our view suggests these
}1?7 C ¢ CK?0gg & K#
compete in the new digital world
that is emerging from the COVID-19
experience.

«AKy&?< K ¢ Uad Kya
strategically deploy investments in
digital tools and capabilities that
will reach their accelerated targets.
And they will be the successful and
innovative ones that lead the sector
in the future.

Having a vision

The leading fund managers
know it will take more than
investment capital to achieve digital
transformation. Indeed, our view
COg@adCKC Kyad K#< }? G
be those that view technology as an
enabler of future growth. And that
will require a more holistic view of
the transformation journey.

It will start with a fundamental
rethink of the business model,
operating model and value
#oropoditidn R Fund managers  will
need to carefully consider what
AUK b K &C ¢ 4 za?4
}?2 C +?2# Ky& U# <&K |
what activities can be better (or at
least equally) delivered through
automation or outsourcing.

Fund managers will also need to
také g@nie tim@ o understand the
new and evolving expectations
of their clients. They, too, have
undergone a radical digital
transformation as a result of the
response to COVID-19; they will
increasingly expect sophisticated
digital channels and will look
urfduorably on those that seem out
af stepavith the competition.

C aba~?<
processes - regulatory, trading

&hdUO0OK # < K?aACO?i<
and compliance, for example -
will need to be reimagined and

redlesigned in order to enable the

future business and operating

models.

But by 2030, we expect the big tech
players and asset management
platform providers to be delivering
rdary U i§f bthese processes as
a service, allowing most fund
managers to refocus on their core
4 z4?4& K AK#?CB

The n®st Kggressive and innovative
fund managers will also see this as
an opportunity to fundamentally
reinvent the alpha generation
process.

AT#{0& A a4 (A

16

They will be looking at innovations
in Al, 10T, 5G technologies — as well
as emerging technologies such as
Edge Computing and Quantum
Computing — to uncover new ways
to gain the trading advantage over
their peerscand competitors.

Get there. Now.

As we ook forward to the
next decade, the future of the
Alternatives sector remains fairly
clear. By 2030, the cloud conversion
process and the centralization of
data throughout the operating
platform will have been completed.

Kordoke aktiyiie® will be either
atitomAted or outsourced to
increasingly  powerful platform

players. Workplaces will be more
virtualized.

%yad a za?a& U4 C KyAK
longer the vision for 2030, but
rather the new reality for 2025.
Welcome to a future accelerated.

Ky
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Michael Megaw

Managing Director,

Analytics and Data
SS&C Technologies

Regulatory,

%cent years have seen
ramatic increases in the
use of alternative data by hedge
fundsto uncover newinvestment
opportunities, sharpen decision
making, mitigate risks and
generate alpha.

In a survey we conducted earlier this
year with the Alternative Investment
Management Association (AIMA),
Casting the Net: How Hedge Funds
are Using Alternative Data , more
than half the respondents said they
were actively using alternative data
and another 14% were exploring
options.

iy &4 44} K # C #+ A Kav
vary widely, it is most easily thought
of as any information pertinent
to companies, sectors or markets
outside the realm of traditional
}AUA A aal## U aA

Throughout history, businesses
have sought to gain an advantage
by uncovering patterns and trends
that weren’t readily apparent
through conventional analysis.
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What is new is the explosive growth
of data available in the digital age,
combined with the advancement of
intelligent technologies to access,
synthesize and analyze it.

Alternative data has become
a disruptor in the hedge fund
industry. The advantages go to
}?2 C KyAK CcoUU&cc=0
enhance their existing research,
and apply it to their decision-
making process, whether human or
algorithmic.

The use of alternative data does
not replace information gathered
through conventional means -
company reports, and economic
Ofscdyts. 5} &4, alternative data
augments and enhances traditional
research with deeper insights into
investment opportunities and risks.

ThE market leaders in hedge funds
have been able to mix alternative
4AKA &zaUK ba i K#
strategy that gives them a unique
CK#?i +#7? Kya ?
with prospective investors.

i YA

Kya ?

+0 a?A C

”
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Adoption Will Continue

All signals pointto continued growth
in all aspects of alternative data — in
the abundance of data available,
in the number of providers, and
its adoption and application. A
substantial majority of respondents
to our survey expect more
widespread mainstream adoption
#b&? Kya& &hK }ba idA?cC

We will likely see more innovation
among providers, too, as they seek
K# &4 z8?8 K AKa Kya ?
though eventually, we expect to
Caa A [~ sayK K# >0A Ki
U?&8AC @i }80?2a& #(
providers are truly delivering value.
The focus on value will in turn, drive
consolidation among key players.

As for the supply of data, consider
90% of the data available today was
generated in just the last two years,
and the data supply continues to
grow at an estimated 2.5 quintillion

bytes per day.

fo{U& K# CAi Kya AbA
data won't be a problem. Instead,
Kyad UyA & g8 +#? +0 &
}80? @ #OK y#c K# UA<K
data, make sense of it, and derive
CO{U & K bA 0& =+?#

the investment in alternative data

resources.

K

To realize the full potential of
alternative data and to advance
its adoption more rapidly and
U?2#A4 i< +0 &4 }? C &
the technology infrastructure and
CKAz ?28C#0?U48C K# Ag
synthesize, analyze and backtest
the data.

Large, established funds who view
alternative data as core to their
<?#U04&cCC & i yAba Ky
resources to invest in an Al-
powered analytics engine and hire
data scientists to extract actionable
insights from the data. For emerging
and mid-size players, these can be
formidable barriers to adoption.

A#c&b&?< }? ¢ UA UAKU
by working with a technology

&  pHw#cyyigshes? Current regulations

in both technology and expertise
to support an alternative data
initiative. Fund managers can gain
scale by outsourcing alternative
data aggregation, management
and analysis — everything except
the investment process itself, which

C <?#<? aKA?i K# 4AUy

Future Applications
B
Even though alternative data
yAC Ccd4a4 C g JUAK g
generated a lot of buzz in the hedge
funch MarkeC it iR still in its infancy.
There is bound to be a certain
AGtOAKA#&?K? A TA aTa-
K?ichA Bylg0?2a #0K cy U
are appropriate to their objectives
and how to apply the data.

Standards that would enable
managers to more easily compare
and evaluate vendors, as well as
best practices in the application
of alternative data, are still being
aa} aaB

2800 AK#?2i +?2A ac#?
addiessirlgi  #alternative data
has yet to take shape, raising a

} AurBber of duestions from hedge
@A nkapdgers e-yfr example, do
“exclusive” datasets from a vendor
KrffouniA 26 Andderial, non-public
information or confer an unfair
advantage?

Does the use of photo imagery,
social media tracking or mobile
download statistics raise personal

governing the use of the
piRfamatiod willcekahvz éter address
these questions.

Meanwhile, hedge funds may
} 4 KyAK A K&? AK ba
applicability ~ beyond  portfolio

dnanademenidecisions. In the retail
investment world, for instance,
mutual fund companies are
AAig o K?4 4 Aa bAC
data to optimize their product
marketing and distribution.

Fund managers may eventually
yb®© <usi@ Ualtérnative data to
understand their investor clientele

provider who has already invested

4z#?KCB ; ? C cy# cA K K# K
A K&? AK bd aAKA cAKa-?2cC
ensure they have the necessary
software and skillsets to work

with the data, and draft policies
governing its use.

}Thes will then conductthorough due
diligence on vendors to understand
the reliability and integrity of their
data sources. Once they have
48 K }da Kya A<<?#<? AKA
P drudKprovillers, they will engage in
a trial agreement and conduct a
U#CKTU& 4}K A A iC C K# &é
reasonably quickly the potential
Prétirnfod-iny@st@ent (ROI).
y 4AKACA&KC
+Ka? < &
periodic reviews to evaluate
whether alternative data are
delivering the desired advantages.

o

& KAK # < }?2 C

The alternative fund industry
is known for its innovation and
unbridled creativity relative to other
asset managers.

CEadlyJ agidpters iof alternative data
c U# K 0& K# < Ai A
role in shaping the alternative funds
industry’s to improve investment
performance, increase operational
alpha, and raise additional funds.

4AKA yAC

K#? <?#) &

better and target their fundraising

19
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FUND MANAGERS AND
THEIR LEGAL ADVISERS:
WHAT DOES THE FUTURE HOLD?

Peter Myners

Partner and Co-Head of A&O’s
Alternative Investment Initiative
Allen & Overy

Paul Loynes

European GC at Apollo Global
Management and Deputy GC
SoftBank’s Vision Fund

ne of the outstanding

features of the record-
breaking bull market of the
last decade has been the
extraordinary growth of the
Alternative  Investment  (Al)
industry.

We’'ve seen rapid expansion across
all the six main asset classes —
private equity, debt, real estate,
hedge, infrastructure and energy.
Given that their interests spread
over so many key sectors of the
economy, it is not surprising that
Kyai yAbad +& K Kya Az
Covid-19 crisis deeply.

Indeed, they provide a picture
#+ Kyd &4z8U0UKC #=+ Kya
microcosm, and how they respond

c VyAb&a A A #? -~04&aU0
the wider economy goes next.

As transactions become more
complex, geographically diverse
A a4 calK#? C<aU }Uc<
for ever-more sophisticated legal
advice will grow.

But there are other pressures
building up — in terms of regulation,

investor and public expectation and
in terms of how funds are organised

and operate — that will also change
the relationship between funds and

their legal advisors.

Impact of the crisis

In the short-term, the reaction
of Al funds to the crisis has been
U#Ky 44+4 C b& A & #z4a
Peter Myners, a Luxembourg-based
partner with Allen & Overy and
O#Ty&Aa #+ Kya }? _C
Investment Initiative.

They have focused on mitigating
Ky&d &4zaUK #+ Kya 0? C
investments, injecting  liquidity

22

where it makes sense. Some
buyers have looked to defer or
even abandon deals rendered
uneconomic, while sellers have
sought to keep transactions alive,
in some cases, forcing buyers to
complete.

has opened up opportunities,
particularly but not exclusively on
the distressed debt side, that have
been eagerly anticipated.

“This market is creating
5 ortunities and_ many of the
3@‘?{}%&%#5 hale/ Been waiting for
something to happen to create
dislocation,” he says. “The industry
had been massively competitive in
étm& f sHurcing and bidding on

| deals.” | |
h # cya?a
The initial focus once the crisis
hit was on liquid investment

opportunities, as fund managers
togk advantage of debt and equity
K¥aling @ofin %o buy in to assets
they’d been tracking for a while.

In recent weeks, however, the more
illiquid side of the industry has

asset classes.

To take advantage of these
opportunities, distressed, credit
and special situation funds, moved
quickly to raise fresh capital from
investors, or to pivot existing funds,
and the industry as a whole was
estimated by Pregin to be sitting
on sqme USD2.6tn of accumulated

Caftdian&at bfthe crisis.

It is likely that we will see a rapid
adé&eratibh & 4ransactions once
the economic outlook is clearer and
valuations stabilise, adds Myners,
helped, pot least, by the likelihood

thatfinte?dst Cates il remain low

OK # Ky& #z8 C b& C 4&< K

CKA?K&a K# < U O<< AU?#C
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and that businesses will continue
turning to private debt funds for
liquidity.

“As they grow, diversify, become
PRUH VHFWRU VSHFL4H
into new geographies, fund
managers are becoming more
institutional in the way they
operate and more organised in
how they source legal services.

But they remain lean
organisationally, compared to
traditional banks and corporates.
They are seeking support from
ODZ 4UPV WKDW KDYH
understanding of their needs.”

Regulatory and investor pressure

Private debt funds remain relatively

lightly regulated * , compared with
the traditional banking sector, and

regulators are likely to be observing

the private debt sector closely as
the crisis unfolds.

f<aU }U &c 2880 AK #
the pipeline, not least the European
Commissions latest version of
the Alternative Investment Fund
Managers Directive (AIFMD 1),
cy Uy ¢ KA & 4zaUK &l

But it remains to be seen how far
governments and regulators will
clamp down on the industry, argues
Paul Loynes, formerly European
general counsel at Apollo and
deputy GC at SoftBank’'s Vision
Fund. Instead, he expects the
biggest pressure to come from the
funds’ own investors.

They are demanding much greater
transparency, improved reporting,
and tangible evidence that funds are
addressing pressing environmental,
social and governance (ESG) issues.

Investors may, as a result, be a
lot more discerning about where
they put their money, a trend that
could bolster the bigger funds with
greater capacity to respond.

“Investors are likely to be asking
a lot more questions about ESG,
such as how funds have treated
their employees during lockdown
and about community investment.
SDb Qo@plidrick pr@ISures will only
increase, even if that pressure
is coming more from investors
rather than from legislation.”

Myners agrees that this trend will
demand new kinds of support from
legal teams. “Most fund managers
are embedding ESG much more
structurally into their decision
making processes, making it a key
el®mef bf WiDan e Hr@ reporting.
They are being more transparent
about meeting investor demands.
This tends to require additional
resource.”

However, he believes another
equally complex pressure is back
on the table for the legal and
compliance teams of fund managers
in the short term — the growing
likelihood of a hard Brexit at the end
ofxhid\ye@rt which is likely to create
Cwo }UA K K?Aa g UyA
the industry, compounded by travel
restrictions put in place as a result
of the crisis.

K idaA?B

Resourcing challenges

Myners and Loynes expect to
see funds deploy technology,
automation and alternative

resourcing models, such as interim
consultant lawyers and project
management experts, to keep their
costs under control and increase
productivity.

Opportunities to bring in legal
support at key points of the
investment cycle will be a driving
factor, argues Loynes, with the
fundraising processing requiring
the greatest need for support.

“Investors are demanding more
DQG PRUH VSHFLA4F
which may mean side-letters or
an increasing number of bespoke

¢

terms being negotiated.” It is

at this time that in-house teams

most need to call on additional

support and a lot of funds look for

CaU# a4 & KC =?# Ac }? C a0
this phase, he says.

U& 4 za?& K A
“If

OK &aacC c
stage of the investment cycle.
the average life of a fund is 7
years, you spend a year setting up,
four years deploying capital and
WKH 4QDO WZR PDQDJLQJ D
those investments. During that
time, your legal needs are going
to vary enormously. That calls for
S5H[LELOLW\

Forward-looking funds, he believes,
are using this slightly quieter period

in the wake of the pandemic to
re-assess those needs, to look at
their infrastructure and prepare

themselves for the next wave of
heightened deal activity.

7KH JRRG 4UPV DUH WKLQN
how they can best structure their
legal functions to be nimble and
capabke Gof tuththg things round
quickly.”

Funds remain focused on working
with  external legal advisers
who understand their strategic
priorities, can co-ordinate and
deliver insights from across relevant
geographies, sector and practice
areas, and demonstrate innovation
ad ba? @ Ca?b UAC
is a trend that was already there,
says Myners, but one that has been
accelerated by the crisis.

a{0

“These are demanding clients — but
demanding in agood way,” he says.
“They want to work with lawyers
who understand them and can
act as trusted business advisers.
The key to success for any law
4UP VXSSRUWLQJ WKLV LQ
future will be the ability to deliver
advice in a dynamic, commercially
b O HWBIQWVDQG H]JFLHQW Z|

Non-bank Lending in the European Union
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Today, our continued investments in
people, processes and technology are enabling
us to reshape our clients’ futures, allowing you
to move with con dence, raise expectations
and outpace change.

We bring deep experience, an agile approach, and the combination of
future-forward technology and human experience to solving your most
important problems. The result? Big thinking. Bold moves. Tailored results.
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THE FUTURE OF ESG

FOR ASSET AND WEALTH MANAGERS

Olwyn Alexander
Global AWM Leader
PwC Ireland

There is no doubt that
during the global

pandemic there have been
examples of how sustainable
| ESG linked investments have
likely outperformed their
counterparts. Looking forward,
will this performance record
be the only driver of ESG and
sustainable investing, or are
there other factors which will
drive this agenda?

To be able to look to the future of

ESG for asset and wealth managers
(AWM), not only do you need to
understand what has happened in

the past - you also need to identify

the present state.

From a regulatory standpoint
Within Europe, there has been

little slow down as the European
Commission plans for Europe to

Ual# & Kya }?CK U A

continent by 2050. In our article
Sustainable Finance, a new era for

asset managers we outlined the
European regulatory developments
to March 2020 and since then,
regulatory activity has kept on
accelerating with numerous
consultations in this area.

Will other parts of the world follow
this trend?

Within the US, the Sustainability
Accounting Standards Board has
developed a framework which is
broad-based, crosses 77 industries
and recommends topics and metrics
which can be used for companies
to consider as they make their
disclosures. Other industry or trade
associations have also developed
their own recommendations to
assist their members.

25

The US Department of Labor
recently announced a proposed
rule that would clarify that ERISA

< A }aoU0 A? ac Ai #K

ESG funds if the investment strategy
of such ESG funds is to subordinate
return or increase risk for the

<O?<#Cé& #+ # T} A U A #U

In May 2020, the SEC's Investor
Advisory Committee encouraged
the US to take the lead on
developing a  principles-based
framework focused on disclosure
of material ESG items - recognising
the importance investor grade ESG
data plays in the investment and
proxy voting process. The SEC's

N\

o

c

c{U& #+ # < A U& D C<aUk

and Examinations has named ESG
claims by registered investment

advisors as an exam priority for this

year.

Within Asia, the heterogeneous

AKO?8 #+ 4 za&?4 K +0 &

ignplies ghat the adoption of ESG
has been quite diverse. However,

the common positive thread is
the increasing awareness and
importance of ESG in asset
management over the past few
years.

In Hong Kong, the SFC has provided
guidance on enhanced disclosures
for SFC-authorised green or ESG
funds. In Singapore, the Monetary
Authority of Singapore (MAS)
announced a Green Finance
Action Plan and recently released
a consultation paper for its
Environmental Risk Management
Guidelines  for the  banking,
insurance and asset management
sectors (June 2020).

India’s mutual fund industry
adopted a stewardship code, green
investment guidelines have been

/
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issued in China and the Korean
exchange set up an ESG team
to review and report on the ESG
<?AUK Uac #+ }? CB

From a regulatory perspective
therefore, whilst some territories
Ai U4 #b @ AK & z4&7?4a |
Yf< A 4 Kya COCKA AL

agenda are high on regulators’
priorities.

AWM and Investors - changing
perspectives?

It has been well documented

that some of the world's largest
asset managers have been and
are increasingly more focused on
embedding ESG and sustainability
practices within their own
businesses and also the products
cy Uy A24 Ua o #z4&4?844B

In our 2016 survey, only 10% of
i[ )cC && K }ada KyAK K
“extremely” concerned about the
impact of climate change on their
business. Yet in our 23rd Annual
Global CEO Survey (released March
2020), this had increased to 25%.

Investors themselves are becoming
increasingly engaged on matters
relating to ESG and sustainability.
Our 2019 global survey  of

bA&CK#?C 4& K }aa KyA
investors placed ESG ahead of
fees, relationships and operational
strength.

Investors are looking to the
companies and portfolios they
are invested in not only from a
} AUA 28KO? <4?C<a
also from a corporate responsibility

perspective. This in turn is leading
to higher levels of engagement by
investors with AWM as they seek
to gain a better understanding of

how ESG and sustainability risks
are being managed, monitored and

responded to.

The future

The global pandemic has heightened
the already growing focus on ESG
and sustainable investing. So, what
does this mean for the future?

e Continuous and increasing
regulatory focus:  The focus is not
only about increasing the availability
of data in this area and the
disclosures which AWM and their
} AU A <?#400KC A?a
also about how AWM themselves
d6 <kudideS< and conduct their
idteracton®) &ith investors.

. Transparency is key
Transparency is fundamental to
ESG and the sustainable investing
agenda globally. Asset managers
who fully embrace transparency
K# Kya ? UOC &acc A
products will be the ones who are
able to show the market and their
investors the true impact of their
investment decisions and business.
. New  opportunities  for
investment: As economies recover
in this new *“normal”, there is
no doubt that opportunities for

y tnvestin@dt will present themselves.

There are still targets which have
been set which need to be met and
it will be critical that AWM play a key
role in this process - not only from a
} AU g <&4?C<48U0K béaB

* Increasing focus on health,
well-being and societal change:
AWM will not only need to look
internally to the welfare and work

KSAIC 2% o8 #O#< Kya 2 #c

also to those companies in which
they are invested. They also need
to consider how they can bring
about societal change through the
course of their own business, and
A C# Ky?#0py Kya } A U
cy Uy Kyai #za4?< K?A C
E38G hLidtegratib® Kas a mainstream
component of investment and
risk management processes) to
delivering environmental and social
impact.

e Listen to your investors:

Investors were focused on this
area prior to the pandemic, and
this will only exacerbate. Investors
will seek investments which not
only provide a return, but also ones
which “do some good”. Additionally,
investors will focus on the managers
themselves - their response to the
pandemic, what changes were made

26

as the road to recovery begins, and
how they are embedding ESG and
sustainable practices into their
business moving forward.

At PWG @uO purpose is to build
trust in society and solve important
<?#U & CB j&4_?8 A A&aKc#?
in 158 countries with over 250,000
people who are committed to
delivering quality in assurance,
advisory and tax services. Find out
more and tell us what matters to

you by visiting us at www.pwc.com .

dhig AcddteAt is for general
information purposes only, and
should not be used as a substitute
for consultation with professional
advisers.

© 2020 PwC. All rights reserved.
PwC refers to the PwC network and/
#? # A #? #?2a #+ KC
each of which is a separate legal
entity. Please see www.pwc.com/_
structure for further details
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THE ROLE OF ALTERNATIVE INVESTMENT
MANAGEMENT IN SUCCESSFUL CLIMATE

<43
Scott Mc Evatt
Manager | Wealth and Asset
Management

EY
Email Scott Mc Evatt

In these challenging times of
a global COVID-19 pandemic,
alternative investing can still play
a role in securing a successful
climate transition, by enabling
the provision of funding for
early stage technologies and
innovative businesses that are
aimed at tackling sustainability.

Private markets and institutional
investors are better able to provide
the patient capital needed to match
Kya ? C <?#} & A a > (
investments. Patient capital can
invest for the long term, working to
prove the viability of these business

#484 C< KA g A 2?2 C A
may not be acceptable to public
markets and working to convert it to
a more traditionally acceptable one.

Once this has been achieved and
Kya ? C <?#} & C ?aa
+#? C #+ <OU U A? &K
enter to help these industries or
technologies achieve global scale.

Renewable energy investment
provides a useful case study for this
hypothesis. Technological advances
as well as government subsidies
now make renewable energy cost-
competitive with traditional forms
of energy generation.

Given this maturation of the
renewable energy sector, we would
dh<8UK A CKaa< =+A #
capital (VC) and private equity (PE)
investment as public companies

CHANGE TRANSITION

2010 (Frankfurt School, UNEP and
BNEF). Around the turn of the last
decade, renewable energy was still
maturing, and the business model

was yet to be proven, which is
exactly why we see the high levels
of PE and VC funding at this time.

In the last decade as maturity
has been achieved, the sector
has become dominated by large
global players, and start-ups tend
to be funded by utilities with a

AKE#PECONYg &
are now much less frequent, with
secondary PE as public equity and
convertible issues more common.
?#} & KyAK

With this hypothesis in mind then, it
is clear that the role of more patient
forms of capital in helping to achieve
a successful climate transition is to
help prove those business cases of

Dthkdausre. # Ky 4 2

} AUa c

Despite the above, there are still

C o JUA K DbACK & K #<<#?K

for early stage investment related to
renewable energy; however, where
this investment was previously
focused on proving the business
case of the underlying renewable
energy technology, it will likely focus
more so on tertiary services and
infrastructure opportunities arising
out of the shift to renewables.

One example is electric vehicle (EV)
Zchargihg’;_l KO?a

Today, inherent usage and volume

4&CC C g JUA K ?2# & +#7?
K A <oU

start to dominate the production ?2?CC A&}AU g KyadCéa <?;
of the major sources of renewable 4 {U0 K +#? UA C A &4 #Kya? -
energy, solar and wind power. #7248 A CK?8A } A U&B aA
there can be a role for patient

This is indeed the case: VC and | capital in the EV charging market

PE funding of renewable energy
<?# aUKC cAC AK
tgé?COC A 28U0#?24 }80?

until the point of maturation, where
fdliadle ifdome streams have
dpe#m esthlblidhed, allowing more

U] # Aa «ft U
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The real estate (RE) sector is another
area of alternative investing that
can have a huge impact in securing
a successful climate transition. In
2016, the United Nations reported
that the building sector contributed
to 30% of global annual greenhouse
gas emissions and consumed
around 40% of world energy.

There are two main areas of focus

Ky C CAUK#?2G &z#?KC

to adapt and innovate around
newer less carbon intensive ways
of RE construction and secondly
investments must be made to adapt
existing stocks of commercial RE.

Indeed, there are  multiple
construction technology (contech)
and property technology (proptech)
}? C KyAK A?4& g?A<<

overcome these challenges. They
are leveraging everything from
cutting-edge choices for building
materials,  architectural  tools,
C Ka AAgd aK Aa

intelligence, to applying “internet of
things” technology.

2

In order to successfully contribute however, whether an alternative
to this change, alternative investors ba&CK & K }? A C K# U& Al
must integrate the goals of climate vanguard of investing in businesses
transition throughout their that will help to drive the climate
investment process and work to transformation or fosters less
&h&?K ~04& Ud< C# KYAKXKGAQARGCAKCA U K # C< A
are built and operated in a way that must focus their attention on the
is consistent with these goals. very real risks posed by a disorderly
climate transition.
Adopting an integrated
environmental, social and Increasingly, regulators are
govErKaridéh Appébach to RE | UyA &4 o o } AU A A?
investment will not only drive participants to treat these risks
C#U &KA U8 4}KC< UOKalokgsifleA C mior€ # mainstream
Udad +#0 & KyAK @?834 YBaBkKA}ada Cc C< cy Uy C 2?3
buildings generally have positive in the European Securities and
sale and rental premiums compared [A? &KC OKy#? Ki_C } A <A
with non-green buildings, as well as the integration of sustainability
operating costs up to 14% lower risks and factors into the UCITS
and 9% higher occupancy rates, [ Directive and AIFMD.
while it appears that sustainable
gKOQG#He KRAK?2#}KC UA KB? AKX b&d DbaCK 8 K }? C
} AUA ?28K0O? CB now consider both physical (sea
&b& ? CA< 84hK?8 & yaAK<
Clearly, alternative investment and transition risks (obsolescence,
players will look to play a greater or stranded assets in the energy
\ REsey Woldin the climate transition sector) as we move away from a
based on their skills, expertise or fossil fuel-dominated energy sector.
sector specialisation, for example;
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iy & abazi }? OCK =1
mitigation of these risks at a
minimum, we expect the leaders will
go further and focus on adaptation

of investments to climate risks.

As outlined above, we see the
alternative investment managers’
role being at the early and
development stages of investment

Kya COCKA AU
ecosystem.

2

a

This is through investing where
public markets consider the risk
too high, working to prove the
underlying business case (it is not
about proving the technology but

t 0ol athd  ultimately converting
unacceptable market risks to more
mainstream risks, paving the way
+#?2 Kya & K?i #+ A?g
institutions.

The question from here is where
alternative investment managers
will place their future bets in order
K¥A BA C& Kya ?

ensuring a greener future for all,
while also investing in a way that
minimises their investors’ exposure
to both physical and transition risks
associated with climate change.

~0

the actual viability of the business

(e
Qo
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A TRIBUTE TO

HANS-WILLEM VAN TUYLL

Florence Lombard
Former AIMA CEO, 1993-2009

Hans—WiIIem Reinier, Baron
van Tuyll van Serooskerken,
heer van Vleuten, Knight in the
order of Oranje-Nassau, known
to all of us simply as H-W, left us
too soon on 11 February 2020.

He was a Founding Member of
the European Managed Futures
Association, EMFA, now AIMA,
when seventeen of us sat around
a table in Montreux, Switzerland
in September 1990 to form the
association.

He served on the AIMA Board from
1995 to 2003, as Deputy Chairman,
then Chairman from 2001 to 2003.

First and foremost, he was a
commodities and managed futures

man. He represented Cargill
Investor Services, where he had a
long and illustrious career starting

in 1969. He held various global roles,
from Brazil to Japan, then based in
Geneva - in the latter years focusing
on managed futures and hedge
funds. In 1992, he was elected to the
board of the Cargill International

Pension Board and also served as
a Member of the Advisory Board of

PerTrac Financial Solutions.

He convinced Cargill to become our
}12CK f<# C#? o [& U&?
the way and encouraging many
other eminent organisations to
follow. In those early days, nearly
half of EMFA’s income came from
our Sponsoring Members and | do
not believe the association would
have thrived without their support.
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The man we all knew as H-W

He gave his time, enthusiasm,
energy and quiet support: never
expecting anything in return.

In 1997, he was the driving force

Udy a Kya U?8AK # #+ Ky
AIMA DDQ for CTAs and in 1999
persuaded the AIMA Council to look

K# C AB cz K# C A cd cd K;
doors, educating and helping to

U? o Kyad UO?géa# o C AT
industry together.

We travelled tirelessly to Hong Kong,
Tokyo, Singapore, Sydney, later to
China and South Korea, forging the
cAi ¢ Ky Kya }?CK D]
Regulatory Forums in the region,
which led to the establishment
#+ D[ yA<kKa?c A a #{C
throughout the region - and for

AIMA to become the alternative
investment representative body of

choice across the region.

D bacl

Emma Mugridge, AIMA Director
(1996-2008) writes: “AIMA and the
industry have been blessed with
the altruistic input of a number
of individuals who work tirelessly
and generously on their behalf.

+ : ZDV DPRQJ WKH 4UVW
kind, interested and interesting,
highly knowledgable and
< detdriiged o help the industry be
the best it could be.

Bear in mind that in the industry’s
early days, it was seen as
opaque, unregulated, and risky.
Derivatives then hedge funds were
UHJXODUO\ YLOL4HG
growing interest from regulators

7KL\

and politicians, and impacted
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investment streams. It was a cycle
that needed breaking.

H-W was one of those who pushed
forward on all fronts: serving on

and leading the AIMA Council,
chairing, for many vyears, the
Conference Committee (he was a
prodigious conference attendee)

and advising organisers on
topics; leading the charge for the

CTA DDQ; actively encouraging
new membership; supporting

all and attending many AIMA
events around the world. Always

encouraging. Always welcoming.
And, for me, always supportive
and kind.

He was a true gentleman. | am
deeply thankful to have known
and worked with him.”

As well as the association, he actively
supported industry pioneers and
helped to develop independent
research.

Nicola Meaden Grenham, Founder
of TASS: “In October 1993, TASS
KHOG WKH 4UVW RI PD(
at which twenty hedge fund
PDQDJHUV SUHVHQWHA(J
investors. The events were
known as TASS Twenty Trader
Talk (TTTTs). H-W attended the
inaugural event and every event
thereafter in Europe, Australia,
Japan and the USA for the rest of
the decade.

For many women in this industry,

KH zDV RQH RI WKH 4
support and sponsor us. This
was not an easy task in the male-
GRPLQDWHG 4QDQFL
H-W’'s Rolodex was extensive
and he willingly introduced us
to managers and investors to
enable TASS to promote this once
5HGJOLQJ LQGXVWU\
of all stakeholders.

For the many women in this
industry who have made it, you'll
4Q0G D FRQVLVWHQW W
our dear friend and ally.”

I A

Thomas Schneeweis, Professor
Emeritus, Finance, Isenberg
School of Management, UMass

Ambherst, (2013-Present): “It seems
a fundamental truth that one
fails to keep in touch with those
who helped us until it is too late
to do so. | was especially sorry
to hear of H-W's passing. He was
one of those helpful individuals
who took time out of his busy
life to mentor a young academic/
entrepreneur to understand the
alternative investment industry
and its players during the early
1990s and thereafter. His kindness
and thoughtfulness were just part
of his character.

H-W reminded me that, in the end,
the industry is a people business
and one had to take the time
to work with them to move the
industry forward. This led me to
spend more time with industry
leaders of the day to better
appreciate their views. This often
entailed meetings and discussions
DW XQR]FLDO YHQXHYV
Asia.

One H-W-centered event stands
ouE. R\@Hild Ettéiipg & industry

conference in Hong Kong, a group
OYNUIR celeRrBt€& lHAM Sbirthday at
the bar atop the Peninsula Hotel

in Kowloon. We shared a set of
toasts involving a cognac dated
VRPH 4IW\ \HDUV ROG
only fair that, since H-W had paid
for dinner, | pay for the drinks.

How costly could it be? When one
of the party raised her hand as an
indication to leave, | thought she
Unéewvit &nidter Yéud of drinks—

and | obliged. The two rounds
cost more than my entire trip to
D Bong Kdrtg ivd Badk. It was worth
it since the story has returned the
cost, many times over.

R

More importantly, it led to a closer
R kelatdisShip Eith Q-4 W

| wish to thank H-W for permitting
me to be along for the ride. The

K iHdRi$iry and:| WdDI¥ not be where
we are today without H-W.’s
willingness to share and care at
the beginning of it all.”
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On a personal level, it was my
pleasure to work with him, from the
}1?2CK aAi A a4 0 K
in 2010. He was a willing mentor,
generous with his time and ideas.
To say that he taught me all | know
about Asia is an understatement.

| have so many fond memories of
our travels across the region. One
that moved me deeply, during one
of our early trips to Singapore, was
his story of the time, at the end of
WWII, he and his mother had been
released from a Japanese prisoner
of war camp and reunited with his
father.

Our next stop was to be Tokyo,
where he had a number of good
friends. This highlights the man,
the power of his forgiveness and
the generosity of his spirit.

Over and above everything, he was

d Qed{cateR familyRoan - always

} a4 o K & K# 24A0y #0K &ALl
To his wife Eugenie, his children
Alexandra, Bryony, Sabine and

Reinout, | want to say thank you for

sharing him with us.

I will always be grateful for having
walked the managed futures,
yadagad +0 ac A a
UpeR WlBingside .V He will be
remembered for his outstanding
contribution to the alternative
investment industry, a true friend
deeply missed by many.

C AT|A

Florence Lombard was formerly
Jia Gyao )gaUNJyaa czUa>
between 1993-2009.
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The private credit industry
emerged in the aftermath of

Kyad ACK g #UA } A U

has grown strongly ever since,
both in terms of capital raised
and the strategies in which it is
employed.

It is logical to ask questions about

the future of private credit in the

context of the COVID-19 pandemic,

both in terms of the immediate and
# 24? Ka? &4zaUKCB

Credit Opportunities

In a downturn, managers typically
try to harvest immediate special
credit opportunities.

Analysts have reported that the
window for distressed opportunities

has been very short but a second,
more sustained opportunity set is

expected once state interventions
come to an inevitable end, and
companies reassess the state
#+ Kya ? } A U&ac A a
liquidity, in light of the new market

conditions. Competition for deals
in an already saturated market
will doubtless become even more
intense.

To take advantage of distressed
opportunities, timing and speed will
be of the essence. Large managers
will likely be better positioned to

34

seize such opportunities, given their
scale and resources, allowing them
Ao pgriorm qdicker glue diligence
and invest on the back of wider
access to capital.

While a large number of pooled
distressed debt funds were raised

Kyad }?CK # KyC #
believe that many managers will act
on an opportunistic basis, matching
the right deals with the right LPs,
housed in single-deal or co-invest
vehicles with bespoke management
and performance fee structures.
In all likelihood sophisticated
LPs which have long-established
relationships with managers will

Ud 84}K =+?# KyaCa #<<#7?KC

the most.

However, we have seen more
traditional private credit fund
managers (typically  targeting
risk averse LPs) loosening their
investment restrictions to allow for
opportunistic investments without,
however, making distressed
debf the™ Main  component of

Kya ? CK?AKA&g &C< #? #z4&?

focused funds that sit between
the generations of a manager’s

8CKAU cyaa 0?28&a K =0

to take advantage of immediate
investment opportunities.

Smaller managers might gain a
competitive advantage in certain


mailto:marianna.tothova%40dechert.com?subject=
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sectors or jurisdictions, where their
c<4aul 0 #c dagd c
the scale at which the industry
giants operate.

Liquidity

For existing deals liquidity is key.
Some managers are already
wrestling with breached covenants
or requests to apply EBITDA “C” in
quarterly calculations. While such
requests may appear easy to refuse,
private credit is personal; the
relationship with the borrower is a
long-term one and deals are tailor-
made. Keeping the dialogue open
and the relationship unharmed
is essential to unlocking further
opportunities, and such requests

gyK U& #7288 a {Uo K
than one might think.

In some sectors, loan origination
yAC UaUl# & #7a
as in the senior loan space. Due to
delays in due diligence caused by
the pandemic, some managers may
need to request an extension to the
investment period in order to deploy
commitments. Such extensions

gyK< KO? < Az&UK
the launch of new funds or cause
issues in terms of deal exclusivity
in case of concurrent investment
periods running for similar funds at
the same time.

Funds may also need to seek
additional liquidity for follow-on
investments and to cover ongoing

expenses or deal restructuring
costs.

While newly raised funds may
still obtain a subscription line

(although the market has somewhat
toughenedand mightbeinaccessible
+#? }?CKTK & A Aga-?
funds with limited or no uncalled
commitments to pledge will have to
use NAV facilities secured by their
ACCAKCB %ya U#CK #+

gyK ?28~aUK
returns.

Consolidation

From a long-term perspective,
the industry has started showing

H

4 {00

49AK b

signs of consolidation and gradual
#sOpKisticaion over the past few
years, a trend which we expect will
Ua ADUA 4?AKA&4 Ui Kya
pandemic.

The scale of the market means
that managers must distinguish
themselves from others through the
quality and scale of their resources
(where additional restructuring
expertise is particularly valued),
better access to large high-quality
deals, and capacity to provide
tailored reporting to the LPs. As
perceived economies of scale bite,

investors might start expecting
lower management fees.

ESG

# yA a a

The pandemic has caused a
fundamental  shift in  global
perspective on a number of
key i€sDdd.y These include the

&{0 &4 U &4C #+ y&A KyU
and their impact on certain
demographics, the sustainability of
various industries and the related
green economic recovery, and
how racial and gender inequality
ynégatively @mpiaets, among other
things, many people’s economic
opportunity.

While sensitivity to these issues has
beenontherise overthe pastdecade
or so, the pandemic has helped
to propel them to the forefront of
investors’ and managers’ minds.
This trend has crystallised through
various industry initiatives and ESG
regulations.

We expect that regulators and
investors will increasingly require
adherence to high ESG standards,
or, at least, detailed ESG assessment
Cahd & repOrkng @ in  relation  to
investments. Putting aside the feel-
good factor of the ESG aspects of
an investment, high ESG standards
@i Ulge } ikcrdasingly  important
isimply fro@ a&risk management and
<?#}KAU Ki <&?2C<80K

Technology and Transparency

Whilst the deployment of

technology and wider digitalisation

35

in the private credit space is
resulting in the emergence of new
business models, like retail peer-
dta-péeK CertingK ypdatforms,  the
impact of new technology does
not seem to have been felt quite
yet in the traditional private credit
space, where the business remains
personal and tailor-made for both
LPs and borrowers.

Due to the private character of the
industry and the lack of globally
A<< UAU & a&aAKA K
develop widely usable and cost-
a{u & K Kaly # #gi
resulting in each manager forging
their own path, which puts
additional pressure on operational
costs.

Appropriate technology solutions
could provide insight to industry
players by augmenting deal
modelling, data analytics and

A id@lligant Kepo@iing to  investors,
especially if built on “bigger” data.
To the extent that anonymised data
could be shared across the industry,
any increased transparency would
A #c +#? #78 a4{U & K
and regulation of the industry.

Systemic importance and regulation

Due to its size and increasing
popularity in Europe and the US
(and elsewhere), especially with
pension funds and insurance
companies, the private credit
industry is steadily becoming of
interest to regulators. While, to date,
the private credit industry remains
largely unregulated, it is unlikely to
remain so for much longer.

Hence itis important for the industry
to work closely with regulators to
ensure that new regulation will not
hinder, but rather stimulate, healthy
development of this asset class
which is, and might continue to be,
Kyad <? A?i C#0?204& #+
many businesses in the years to
p &d@ne.

C# Ol

CO<a-

1} A O



AIMA JOURNAL EDITION 123

Cross-border
made coherent

With a leading bench that spans the USA, UK, Ireland, France,

Luxembourg, Brussels and Germany, as well as the Middle East and

Asia, we advise on all major asset classes, fund domiciles and investment
STRUCTURES COLLABORATING FOR THE BENEIT OF
investment life cycle. dechert.com

1000 lawyers | 10 time zones| ONE IRM




AIMA’S 30th ANNIVERSARY EDITION




AIMA JOURNAL EDITION 123

PLANNING THE NEW NORMAL:
STRATEGIES FOR RISK AND COMPLIANCE

Carlo di Florio

Partner & Global
c{U0a&?

ACA Compliance Group
Email Carlo di Florio

Chief Services

4 '
Martin Lovick
Director

ACA Compliance Group
Email Martin Lovick

VID-19 plunged the world

conomy into the worst
recession and unemployment
crisis since the Great Depression.
The pandemic shuttered
companies and dispersed
employees to work from home
where possible.

This remote  work pgradigm
UyA & gd44a } AU A }? C
their business continuity and

operational resilience plans.

Compliance and risk leaders must
continue to strategize, embrace
change and modernization to re-
imagine their functions to drive
cost savings while maintaining
4zaUK ba &CCB

The pandemic provides a fast-
forward insight to the regulatory
trends and industry forces that are
driving the future of compliance
and risk.

We're seeing a range of industry
drivers that have inspired three key
strategies to adapt within this new
paradigm.

Strategy 1 - Leverage technology
to transform compliance and risk
functions while delivering big cost
savings

Regulators have overtaken
investment managers: historically,
managers had more sophisticated
technology than the regulators - this
has changed since the 2008 Financial
Crisis. Regulators globally have
Add C g }UA K baCK
technology, big data and advanced
analytics, also experimenting with
A?K 10 A K& o8& U&q
machine learning, natural language
processing and robotic automation.

38

The distributed workforce: post-
c Dn< }? C A?a >0 U

that work-from-home is viable,

#28 &{U0 & K A a
talent pool. All departments need
to be equipped to operate as a
remote work-from-home team at a
moment’s notice and for extended
periods.

Team collaboration by shouting over

Kaffoubidle Wall isn't just impossible
in today’s distributed workforce, it
also unfavourable as it leads to poor
record retention and an inability to
capture useful metrics to measure
performance.

Centralised data: bringing data sets
together empowers compliance
teamstodomore, faster,and enables
a holistic approach to surveillance.
For example, orders, trades, and
positions are required to complete
2880 AK#?i } @8C<
reporting, and systematically
monitor for inappropriate trading
activity. Fees and expenses must
be captured to identify potential

O# ~ UKC A & <?#<@?
issues. Investor data is needed
centrally for AML  purposes.

Electronic communications data is
required to conduct surveillance.
Firm and personal trading data
for detection of market abuse,
investment mandate violation, front
running and other personal account
dealing risks.

Scale necessitates automation:
personal trading compliance
systems now incorporate elaborate
brokerage integrations with rules-
paked processing: a complex
web of ‘“if-this-then-that” logic
can be applied to new trade data
to delérriiiie iP the trade needs
|nvest|gat|on, if it was automatically
cleared, or if it corresponds to a
trade request that was preapproved.

ah<A ac
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D Kya +OKO?a< }? Cc
advanced rulesets — for example, a
?24CK? UKaa K?Aa o

to a particular product area (e.g.
private markets).

C

Outsourcing and third-party risks:
with greater distribution comes
increased reliance on managed
services and outsourcing — an on-
demand set of capabilities that is
#2848 U#CKT&zA&UK ba A
in delivering repetitive operational
tasks to scale. In-house resources
will continue to drive strategy,
oversight and decision-making.
c 12 U#0O aA? 4C ah
plethora of third-party providers
Uau# a b# baa
operations. Many of these
‘warehouse’ important data or are
#<8?AK # A i #? } A U A
Third-party risk oversight cannot
be a one-time review, or even
an annual review. Technology is
required to conduct and manage

Q)o

Ky C c#? ~#cB
Accessibility: }? C OCK ?aA
their environments very quickly

and compliance must be ready to
support the distributed workforce.
Chat bots and automated business
assistant integrations will become
commonplace to address common
employee questions and reduce
the burden on the compliance
team. For example, “Is IBM on the
restricted trading list?” is a question
that a compliance bot can readily
answer.

Strategy 2 — Outsource to drive
UaKKa? #OKU# &C A a
reduced cost

Task specialization: is the CCO the
best person to review and approve
marketing materials? If resources
are not available internally or
turnaround times are not meeting
the business expectations, an
outsourced solution is likely to
i &4 a 44 AK& U4 a}KcCBH
professionals are spending too
much time on operational minutia,
then high risk areas may not be
getting the appropriate attention.

t&h U

Qperatibnal #8ibty: this is critical
for high-volume, time-sensitive
Ktashe %althP extendddl JHiting and
K?A
~OUKOAK # C UA Ua
unpredictable. These time-sensitive
tasks may also be time-consuming
tasks — email surveillance rabbit
holes, 60 to 90-minute expert
consultations that need to be
chaperoned, long DDQs that need
do 13 Weviewed. Utilizing a third-
party service provider for these
KAC C <?#K&UKC AgA C
and unexpected demands.

Technical expertise and peer
< Bengkmarking:  addressing some
risks require specialised knowledge
{dnda d«pertise for example,
cybersecurity - but the amount or
seasonality of work may not justify
addibg?tokhdJheacount. Also, few

investors insist that managers have
robust operational infrastructure
— a focus certain to increase post-
COVID. Due diligence will examine
48KA Kya co{U & Ui
resources, expertise, and resilience.
Engaging with a service provider
can help provide assurance that
these expectations are being met.

Strategy 3 Drive operational
resilience to optimize cyber, BCP
and 3rd party risk management

Ki AK

Top regulatory priority:  operational
resilience is a top priority for
2480 AK#?C<
}A U A 2ac & U0&a KyA
the focus over the past decade.
The SEC has targeted pandemic
response  questions  centered
around resilience on their recent
examinations and inquiries are also
comingC fion#the NFA, FCA, Bank
of England and other regulators.
For example, its presence as a key
area of focus in the FCA’s 2020/21
Business Plan and the SEC's

c{U& #+ # < A U4 DC
39

@ <a? #4C< #? cy3

12 C cA K K# Ua #0K &

4zaUK bg

and Examinations’ (OCIE)
Cybersecurity and
Observations Risk Alert focuses on
e need for#rnanagers to manage
¢ thairbgeration# Pesiliency.

recen

Integrated frameworks:
}12 C y CK#? UA i
capability to maintain operations
during crisis through business
continuity and disaster recovery
plans - these were often inadequate
and poorly tested. An operational
KreSilieAce Kograhib &2 properly
< & aKaa T g bacC
framework and tools needed to
respond to crisis including the
following key components:

* Programme governance
¢ Business continuity
resilience
e Third-party and supply chain
? C reygilenceK

and

comes to addressing regulatory e Cybersecurity resilience
obligations.  Service  providers |+ Technology infrastructure
#2487 C syKC # UACH <#ahilieKcdJ&C

and trends, as well as peer |+ Digital systems and software
benchmarking. resilience

UK K# « Data and information resilience
Investor expectations: clients and | « Training, testing and feedback

loop
The Path Forward:

# WhHeitlde 3lfove Bave tended to have
A &4 CU?4&4Ka ?2# a
operations - it is now critical to
have a holistic approach to govern
and manage these disciplines in an
optimal way. We are experiencing
a perfect storm of interconnected

geopolitical, economic and
environmental threats. Embracing

smart technology, outsourcing
A & UiU&? C# OK # C ¢
survive - and even thrive - despite
the stoém. AU g

K yAC Uaa

7AY
Qo
(e}

t

Resiliency

many
Ada?acc;

1?2 C
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A. Introduction *

The pending federal election will
determine whether the U.S.
remains on the current path of
populist nationalism or reasserts its
role as a global leader on regulatory
developments. With respect to
*BfB <# Ui AzaUK g Ky
investment industry, the election
outcome will have the highest
relative impacts on systemic risk,
sustainability and certaininvestment
strategies. However, regardless of
political climate, it seems clear that
alternative investments will become
increasingly relevant to “mom and
pop” retail investors and present
a broader menu of strategies and
products for institutional investors.

B. Expanding Access
i “Main Street Investors”

The SEC agenda includes advancing
Main Street Investor access to
investments beyond traditional
public equity, so it has proposed
expanding the “accredited investor”
44} K # B C AUU&cc U
SEC will seek to protect Main Street
Investors through transparency,
diverse asset allocation, and,
possibly, new substantive
protections.

1 Citations to authority are omitted but are available upon request.
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Congress also seeks expanded
access to alternative investments.
The “Fair Investment Opportunities
for Professional Experts Act” would
d&h<A a4 Kya a4} K # #=+ [AQOU
investor” to include licensed brokers
and registered advisers, and would
authorize the SEC to include
&'prdfassichal Expeds.” The “Main
Street Growth Act” would create
“venture exchanges,” which would
also expand opportunities for retail
investors.

ii. 401(k) Plans

Main Street Investors’ indirect
access to alternatives through
retirement accounts is approaching
A CaA UyA g&B %A} da U:
pension plans, which regularly
invest large sums in alternative
baCK & KC< A?8 i & 4 o K#
contribution retirement plans, such
as 401(k) plans, which rarely do so.
As legal and operational barriers
fall, 401(k) plan participants will
allocate portions of their retirement
accounts to alternative investments.
Main Street Investors will access
P dlledatives< lakgel through target
date funds. These funds are typically
mutual funds or bank-sponsored
collective investment trusts, which
function as funds of funds.
Target date funds are designed
for plan participants expecting to
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retire in particular years (e.g., 2030
or 2040). 401(k) accounts already
invest in target date funds; however,
because of liability concerns and
legal and operational issues,
target date funds typically invest
exclusively in public securities.

In June 2020, the Department of
Labor (“DOL”) issued an information
letter outlining how ERISA plan
}aoU0 A? ac Ai #z4a?

equity component” to individual
participants.  Furthermore, DOL
Secretary Eugene Scalia and SEC
Chairman Jay Clayton praised the

expansion of access to alternative

investments in retirement plans.

A

Private fund managers will develop
structures to meet the inherent
challenges. These structures may
U 0O4& a ba?C }aa -0 4
that include an allocation to liquid
investments alongside an illiquid
private fund. Private fund managers
may also develop their own target
date funds. In time, 401(k) plans

c baCK #?4

plans.

C. New Products

As the market for alternative

investment products grows, the
search for “alpha” will grow more
a {U0 KB Ky#0Ogy
continue to serve as alternatives
to bank lenders, particularly in
stressful times, 2 new sources of
investment return will become
increasingly prominent regardless
of the election outcome.

+

i. ESG

Investor demand for U.S. managers
to apply environmental, social, and
governance (“ESG”) principles
growing, due in part to regulatory
developments abroad (e.g., MiFID
Il and AIFMD) that provide greater
transparency of ESG risks and
opportunities.

is

Although the U.S. has not adopted

addressing ESG issues, institutional
investors will continue to pressure
U.S. investment managers to
integrate public company, data
and ESG risk disclosures with their
processes.

Technological developments  will
also improve transparency of ESG
risks, with blockchain enabling
companies to track products
threuhbuk Kthieir supply chains
and ensure environmental or
sustainability expectations are met.
Whether required by regulations,
enabled by technology, or driven
by politics, more ESG disclosure
will foster greater adoption of ESG
investment products.

ii. Renewables

Evéh+as-tle BrGduction Tax Credit
for wind energy and the alternative
Investment Tax Credit for solar
energy sunset, overall investment
in renewable energy will continue
to increase. Private fund dollars

& 44} a& Va~-8K U24AC o i K# |

and energy storage industry (e.g.,
UAKK&?i KaUy # #giP A
wind production, partly for ESG
reasons. Private fund interest in
renewables follows developments
#b&? Kyad ACK aaUAaa U
renewable energy is reliable, cost
) 2B UK bd< A 4 UA<AU &
Cwo }UA K ?23K0O? CB

The marriage of strong
fundamentals and increased ESG
demand underpin the continued
rise of renewables. Given the
long-dated nature of renewable
investments, managers will make
longer-term bets on both energy
storage and generation through
solar energy, as well as onshore and
#zCy#?8 ¢ & <?#a0OUK #
iii. Real Assets

Investors have long been involved
in natural resources-backed
investment funds, such as farmland
andtimber funds. Driven by ESG, and

similar uniform regulations

[A #?2 A4O0CK? &4C c

perhaps political considerations, a

ya C# A? |
a #zCy#?24a
# 1?7 g KyAK

- g8 4?2AK g
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banks due to continuing regulatory and net capital pressure on banks.
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dc Cag a K #+ baCK#?(
natural resource “real asset” funds
an attractive source of investment
?248K0O? C A 4 COCKA AU

Some managers seek sustainability
Ua?K JUOAK # +#? 2&A
their portfolios in order to satisfy
ESG-driven demand. Further, the
growing exposure of institutional
investors to natural resource
assets (particularly, agriculture)
and underserved resources such
as water rights will drive investor
interest and input on legislation and

policy.

iv. Insurance
Private  funds have become
Cwo }JUAK <A?K U <A K

insurance markets, a trend that will
only accelerate in coming years.
Some have bought or established
reinsurance companies and, as such,
participate directly in reinsurance
markets. Funds also participate
indirectly, through investments
in insurance-linked securities and
instruments. As property and
casualty insurance markets have
#c U#?2?28 AK # K# } AU
such investments can be attractive
to investors.

Insurance  companies  will be
increasingly important investors in,
and sponsors of, private funds. As
sponsors, insurers provide decades
of experience investing general
account assets and are particularly

<#?KA K < Aia?cC }h
strategies. Insurance companies
A C# A?4 U?&8AC @i C
investors in insurance-dedicated
funds (“IDFs”). Insurers write
insurance and annuity products
linked to the returns of such
funds, enabling the purchasers
of insurance products access to
private fund strategies on a tax-
4a{0 & K UAC cB

> [ # 0O @ohclusion

Depending on the outcome of the
elédtidn fsy&teinic Bsk, sustainability
and many other policy issues will be
more or less salient. In either case,
AAICL?A KR bad bAaCK &
from broader access for Main Street
Investors and new investment
strategies. Regulators, lawmakers,
fund sponsors, and investors face
continuing challenges, but such
stakeholder interests will remain

aligned in the direction of measured

growth and sensible innovation. All

of these developments raise policy
concerns, so the role AIMA plays in
educating policymakers will remain

indispensable.
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K&L GATES

HEDGE FUND EXPERIENCE
WITH GLOBAL REACH

Our asset management and investment funds
practice is one of the largest and most sophisticated
in the world, operating across Asia, Australia,
Europe, and North America.

Our experience with organizing hedge funds
reaches just as far, extending to major hedge fund
jurisdictions from the Cayman Islands to the Isle
of Man. We will help you select the best location
as we advise you on the most effective structure
for organizing your fund offerings. Our lawyers
understand all fund strategies and structures,
and cover the life cycle of fund formation, from
structuring the management company, general
partner, and the fund to operational issues,
winding-up, and dissolution.

Whether you are structuring a registered hedge fund
or winding up a leveraged fund, we can take you
where you need to be.

K&L Gates LLP. Global counsel across ve continents.
Learn more at klgates.com.
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THE ONSHORING OF FUNDS IN ASIA

Daryl Liu
Partner
&OL*RUG &KDQFH //3

Viola Lui
Partner
&OL*RUG &KDQFH //3

large proportion of

lternative investment funds
distributed and/or investing
in Asia have traditionally
Uadd A&CKAU Cyaa
jurisdictions  (principally, the
Cayman Islands and other tax
neutral  jurisdictions  where
the fund manager has limited
substance).

That is
evolving.
A U# ~0a Ua #+
contributed to a pronounced shift
to “onshore” jurisdictions (typically,
tax advantageous jurisdictions
with a network of double taxation
treaties where the fund manager is
also located).

slowly but noticeably
Over the last decade,

Evolving global investor
preferences, substance concerns
from a tax perspective (including
related political and public relation
issues in the EU and elsewhere),
anti-money laundering related
concerns, increasing familiarity
with onshore vehicle options and
regulatory developments in both

# Cy#?2& A 4 #zCy#?& O

have all contributed to a discernible
move towards the adoption of Asian
fund domiciles.

D 2404 K i8A?C<
centres like Hong Kong and
Singapore have both added

onshore vehicle options to the
toolbox of available fund vehicles,
and aggressively promoted the
growth of the local fund and asset
management industry.

If one were to survey the global
landscape of fund domiciles and
fund management businesses
today, there are jurisdictions that
are renowned for being attractive
fund domiciles and others well-

#c +#? U8 o } AUA
with a supportive ecosystem for
establishing a fund management

46

+AUK

Cc A

business. However, there are
few jurisdictions that serve both
functions well, and that is exactly

cyAK CA }AUA
[3919,J0,49-5 \
It is this co-location of fund

manager and fund domicile (and
the related ease of operation
and administration, robustness
of tax structuring, and increasing
familiarity to international
investors) that makes these onshore
jurisdictions such a compelling
#H2@? yAbB&?

Singapore introduced the
Singapore limited partnership in
2009, and Hong Kong’s new limited
partnership fund regime will come
into operation on 31 August 2020.

As the limited partnership remains
the dominant vehicle of choice
for private funds globally, these
onshore limited partnership vehicles
present a serious alternative to the

fund managers.

In the last several years, Hong Kong
?aiti&Sind)Kpate Bave also introduced
variable capital corporate vehicles
(e.g., the Hong Kong open-ended
fund company and the Singapore
variable capital company) that
targethusd by the funds and asset
management industry across a
broad variety of open-ended and
closed-end funds.

With increasing adoption of these
vehicles by fund managers and
investors alike, these onshore
options have been rapidly
gaining traction in the market — a
consideration that is key to any
fund manager aiming to raise a
successful fund product.

CA }AUA U04&K?acC
just 46 k@€h to create a straight-
forward and business friendly

regulatory framework for fund

0& K?4/

Cc AT+#00cCC4aa

K?A&a K # A #zCy#728 #<K # -+

yAbA&
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managers. For example, Singapore
introduced a two-tiered licensing
and registration regime for fund
managers based on AUM, and
?# &4 #OK A C < }aa
regime for managers of venture
capital funds in recognition of their
business model, investor base and
in support of start-up and growth
stage businesses.

For Hong Kong, in addition to the
relaxations to the Securities and
Futures Commission (SFC) licensing
requirements of hedge fund
managers that were introduced
in 2007, the SFC recently provided
g0 4aA Ua +#? <? bAKA
seeking to be licensed by the SFC.

[#?&#b&?< Kya f:; VAC
concession rate for the annual
licensing fees payable by fund
managers and their licensed
individuals.

For tax certainty and mitigation
of exposure of funds managed by
onshore fund managers, Singapore
and Hong Kong have both also
introduced safe harbours for funds
managed on a discretionary basis
by fund managers located in the
jurisdiction.

For example, the Resident Fund
Scr)eme, Enhanced Tier Fund
fUyad & A a czCy#?a ;0 a

A #c A c 4& ?A gd #-
income from an extensive list of
designated investments to be

exempt from Singapore tax.

Furthermore, fund

managers that

Singapore
qualify for the
Financial Sector Incentive for
Fund Managers also enjoy a
concessionary corporate tax rate for
fund management and investment
advisory services.

Similarly, Hong Kong has exempted
>O0A +i @ ACCACCAU &

# T?4C 44 K [#zCy#?2&\ 1

A# o S# @ <?#}KC KAh C

ao g <? < A &c
funds tax exemption” regime came
K# &4z&aUK A# g S#

being met, provides funds,
regardless of their tax residency,
Ahd <K # =+=?# A# @ S# ¢
KAh # Ky& ? ACCA&cCC
aristhg from qualifying transactions
as well as transactions incidental
thereto.

Besides expanding the scope of
funds eligible for tax exemption,
Kya &c A# g S# @ O
tax exemption regime also removes
certain problematic features under
Kyad #zCy#?8 +0 4C KAh
regime and expands the scope of
qualifying investments.

ATheseK i iprd@ements  provide
g?8AK&? ~8h U Ki
certainty to fund managers seeking
#a dohéhoreA their funds in Hong
Kong. In addition, the Hong Kong
government has announced its
intention to provide a tax concession
for carried interest.

A

While details have not been
released, clarity on the tax treatment
of carried interest, together with tax
relief, have been warmly welcomed
by the funds industry.

Yz#?2KC Ui U#Ky f @A<#7?
Kong to introduce tax incentives
and provide clarity of tax treatment
yAb& U&a A &i <A?K #=+
to become attractive fund domiciles
fhay présent an alternative to

®2aAd Ka# A KAh &40K?7
jurisdictions.
Finally, the availabilty of an

extensive double tax treaty network

in both Hong Kong and Singapore
make them a preferred jurisdiction

for structuring investments across
key Asian destinations.

The comparative ease of designing
administration,  operation and
governance arrangements when
fund manager, fund vehicles and
investhidOCholding structures are
focat€sl m?a single jurisdiction is
dceasing®/ attractive at a time
when running a multi-national
Gtrugtare that traverses several
jurisdictions is becoming more
pcomplek gnd coming under greater

}ap

i Ky C A } AU A
determined to provide a competitive
®P%IKB K# +O 4 A &4 ACCAK
Adihd&witk e} K&@easing adoption

of fund vehicles available in those
jurisdictions, all signs point to the
continued onshoring of funds in
Asia.

4 A aAt o

Kya ? az#?2KC

A #zCy#?4

subject to qualifying conditions

scrutiny.

a7
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LIBOR: ARE YOU READY TO CHANGE?

The shift from LIBOR will be the most signi cant change to nancial markets in years and asset
managers have to be ready. Firms must take active steps to prepare. The Covid-19 pandemic has
not delayed the end of 2021 transition deadline to replace LIBORs with Risk Free Rates (RFRS).
Asset managers must identify and quantify their exposure to LIBOR risk, a process which has
scale and legal complexity.

Our global funds & investment management team has the product and governance expertise to
guide you through the transition process. We advise widely on disclosures and communications
to investors and clients. Our people stand ready to help you to understand what this will mean for
your business, to prepare you for the future.

To learn more about LIBOR, RFRs and how to prepare, head to

www.cliffordchance.com/libor

Clifford Chance shares a global commitment to dignity, diversity and inclusiveness.

www.cliffordchance.com
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BACK TO THE FUTURE
IN IRELAND AND LUXEMBOURG

Partner, Dublin
Maples Group
Email Peter Stapleton

Managing Partner, Luxembourg
Maples Group
Email Johan Terblanche

1 Irish Funds
2 ALFI

As the Maples Group has large
and well-established legal, fund,
}aoU0 A?i A & #Kya? UO
both jurisdictions, we have had
front-row seats for the relentless
expansion of two of the EU’s leading
+0 & a# U A&CB & ?&-~8
that journey and consider future
opportunities.

Looking back 30 years, Ireland had
only just implemented the UCITS
28 &4 A 4 K?#40U&84a)oO
regulated product for alternative

funds. Today, Irish funds comprise
over €3 trillion of assets under
management (“AUM”) in more than
8,000 products. Ireland has also
become a truly global fund centre,
administering over €5 trillion of

assets, including more than 40% of
the world’s hedge funds .

Simultaneously, momentum was
gathering in the Luxembourg UCITS
and alternative space following the
introduction of both the UCITS and
Part 1l UCI regimes in 1988. Since
then, the Luxembourg industry
yAC
in regulated Luxembourg funds
exceeds €4.6 trillion 2.

With the number of €1 billion+
private equity funds doubling in the

~#07? Cyda A a K#add

AUM increasing by 40% in two
years* , growth in the alternative
space is set to continue on this
upward trajectory.

If we consider the exponential
growth of both countries’ funds
indystries, common themes

:em%r%é? acC
Government Support

l#i“stly,é?b%tr# have consistently

U& a}KKaa =°?# CK?#
government support and
investment, with continuous

legislative and regulatory initiatives
to gccommodate the changing

TEsdd —&f MR Kiternative funds

market.

Recent Irish examples include the
Central Bank of Ireland’s 24-hour
enhanced approval process for AlFs,
the introduction of the extremely
successful ICAV vehicle, and the
incoming government’s  stated
priority to complete the much-
awaited reform of the investment
limited partnership (“ILP”).

In  Luxembourg, growth has
been facilitated primarily by the
introduction of two new types
of limited partnership (SCSp and
), whidh have become the legal
vehicles of choice for Luxembourg
AlFs, as well as the RAIF regime,
which has proved extremely popular
largely thanks to its impressive

last year® and private debt funds’

3 ALFI Private Equity & Venture Capital Fund Survey, November 2019
4 ALFI Private Debt Fund Survey, November 2019
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EU Single Market Access

Secondly, both countries have taken
full advantage of the opportunities
presented by the EU single market.

The initial period of growth owed
much to the development and
global success of the UCITS regime
as the gold standard for regulated
liquid products.

Later, we saw Ireland and
Luxembourg develop as
domiciles for hedge, private
credit, PE, infrastructure and

RE products: a trend which has
gained in momentum since the
implementation of AIFMD.

More recently in the context of the
UK'’s departure from the EU, both

O#0 K? 4C yAba caa A

~0Oh #+ ACCAaK A Aga
local management companies
A a baCK a K }? C K#
U# K O Ki #+ )« } A U A

passport rights.
Economic / Political Trends

Macroeconomic and geopolitical
issues have also played a part. The
g #UA }AOA 02
[Aa#z COA 4A A & Kya
challenges faced by many funds
created a preference among many
European institutional investors for
Kyad Aadaa K # A <?#KAaUK
by EU regulated products.

That trend has continued in
the recent low-yield market
environment, with growing

allocations by EU pension funds,
insurance companies and other
institutional investors to alternative

/illiquid EU products.

We have also seen an increase in
the popularity of unregulated AlFs,
which, depending on the product,
UA ?2a&<?8Ca& K A Cc g }(
of the AIF population in Luxembourg
and Ireland.

That is in turn part of the wider
trend of using Luxembourg and
Irish vehicles as parallel funds

structures, as managers have
sought to complement their
traditional Cayman Islands, British
Virgin Islands and other non-EU
<?#40UK #z4? @CB

Finally, the stable and transparent
KAh ?8g &C #z4&a?aa
countries, together with their wide
networks of double tax treaties,
have recently become even more
attractive in the context of global
tax initiatives such as BEPS and
ATAD.

Turning to the future, we expect the
same three themes to continue to
bolster the Irish and Luxembourg
fund industries.

GovernnjdutASupport

PC UO a o

Continued government investment
aad Qpmation is assured in the
cor@idy? lyedr$, particularly given
the sudden need to encourage
new sources of economic activity
following the 2020 pandemic.

One clear example is sustainability.
30years from now willmark the 2050
EurGpeaniGyeen Deal target for the
EU>tO bécdfrie climate-neutral, and
both Ireland and Luxembourg are
committed to being at the forefront
#+ COCKA AU &} A UéaB
# C #z3a?aa

D?& A 4 cAC Kya }?CK U
divest from fossil fuels; we have
already seen the issue of a €3 billion
State-backed green bond and a
huge increase in the number of
Irish ESG product launches; and the
government has put sustainability
at the core of its Ireland for Finance
2025 strategy.

A K <#?2K #

or within global master-feeder
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In  Luxembourg, LuxFLAG an
44<a 4a K )} A 0a A
agency providing ESG, sustainability
Aa 0O AKa } A 0a U0ar
was established several years ago,
while the launch of the dedicated
Luxembourg Green Exchange and
the sizeable and rapidly growing
number of responsible investing
funds domiciled in Luxembourg
is further evidence of a thriving
sector.

EU Single Market Access

We expect the opportunities
presented by the EU single market
to expand rather than contract.
The EU’s action plan to reignite the
Capital Markets Union initiative
#z8?C OUy <?# CaB

The scheduled review of AIFMD
and the implementation of the
Ag?&48a UyA gdC AzaUK
border distribution of funds should
reduce Member State gold-plating,
red-tape, and further enhance the
appeal of lrish and Luxembourg
UCITS and AlFs for cross-border
management and marketing.

We also expect that a new wave of
long-term investment products can
be facilitated through the scheduled
review and enhancement of the

EuVeCa, EuSEF and ELTIF regimes

which have gained little market
lraction &0 date.

Ecombrik / Rolitical Trends

Finally, we believe that geopolitics
will continue to be a factor. Whether
or not there is a helpful UK-EU
43A # }AOA Ca?b |
is a clear indication that Ireland
and Luxembourg will continue to
expand from mere fund domiciles
into wider asset management hubs.

We also expect that the predicted
growth of China, India and other
emerging Asian economies in
the coming decades present an
opportunity for both locations to

ensure that they remain Asia’s
gateways to Europe.

Our global experience across the
Maples Group is that there is no
g #K P4 WRYACYKIC A _ C# (
structuring. There will always be a

dda +#? Kya <A A? K
speed to market and operational
a{0 & Ui #za2aa Ui Kya
Caribbean and Channel Islands
fund centres.

Equally, we believe that the positions
of Luxembourg and Ireland as the
leading EU fund centres are secure

Whatever the future holds, given the
vital role that alternative funds have
played in the development of both
U#0 K? &C AC K?O0 i
U& K?4C< ca4 UA U3
that both will remain nimble and
proactive in continuing to adapt to
industry and investor needs.

JAC< Kya?a

This article is intended to provide
only general information for the
clients and professional contacts
of the legal services division of the
Maples Group. It does not purport

to be comprehensive or to render
legal advice.

K # K# +0 &
i< ~4h U Ki<
4A4 o

and will continue to gain in strength.
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THE FUTURE OF INVESTOR RELATIONS
FOR FUND MANAGERS:
CONNECTED, AUTOMATED AND SECURE

Managing Director, Head of Investor
Relations
Citco (Canada) Inc.

We see the demands of managers
}2CKTYA a4 ¢ Ky Kya ?A
they are attuning the information

they provide to investors’
needs evident on a daily basis.
Technological innovation has
changed investor relations beyond

recognition in the past decade, but

will the pace of this change remain
consistent over the decade to

come?
It is clear that investors and
managers are demanding

better access to data and more
transparency.

Investors increasingly expect
to be able see and track trades
electronically, right through
the investment process. This
necessitates hosting all fund
documents digitally (online) and
end-to-end tracking from trade
submission to registration. The
use of a portal materially increases
a{u & 0i Ui & AK g
information exchange via email
with their fund managers.

54

managers expect less
email interaction, primarily
for security reasons, and to
communicate through portal use
and data feeds direct to their in-
house sales/CRM systems. Investor
documents and key investor data
can be accessed by managers
directly from a'portal, enabling them
to review sensitive documentation
immediately, without the need to
contact their administrator.

Both groups rely heavily on
theK isoothy #anctioning of an
investor relations process. This
is managed through reliance on
data processing and transparency,
ideally achieved through utilizing
AOK# AK&a c#? ~#c
proprietary transfer agency system.
Consequently, they have seamless
access to a trove of dynamic data
and systematic reports available
entirely ‘on-demand’, a further nod
to data security.

Similarly,

The need for readily-available and
accessible information will only
amplify in the coming years with API
connections to managers, investors
and third party systems already in
motion. Secure sharing, editing and
interrogation of real time data will
become more critical for successful
investor communications; however,
for this to happen, it will need
to be underpinned by increased
automation, data integrity and
accessibility.

o

~
LG

A

b

a

a

We have seen a clear uptick among
managers in facilitating online

c Ky
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trading. Uptake on the investor side
has been slower, however, their
feedback following the introduction
of online trading capabilities has
been extremely positive and both
groups are particularly interested in
online static data updates.

The risks associated with trades
submitted via fax or email are
mitigated by the move to electronic
trading. This ensures secure
trade delivery plus accurate trade
U## o A & ?2A< a 0O# }?
+0 i CiCKa AK U c#? ~4
can achieve this, from NAV sign-
#z< 28<#?K AOK#Tg@a §
release of statements to investors,
K?A48 } A gAK # A a C3
redemption proceeds.

Automated reporting is  key:
managers require reporting
delivered at a set time or stated
points within the NAV cycle. They
expect a full suite of standard
reporting as well as tailored reports
that can be scheduled to be made
available to them without manual
intervention. This ensures the

correct data is sourced directly from
an administration system and is
available on demand.

We are now at a stage in the
development of investor
communications where all parties
accept that technology enriches
an administrator’'s interaction with
managers and enhances their
communication  with  investors.
They require a full end-to-end
solution, digitized subscriptions
AaKd #e@mptions, full automation
on <iAwestdrC Get-up and order
processing, and immediate

20K ¥ AK & #+ K?A4 o R

are made possible by the emergence
KiKndedsed atitemation.

Given the rapidity of its adoption,
will the pace of change continue?
We expect it will as the industry
moves further away from paper-
based trading and signed letters

of authorization for static data
O<4AKACB j& c caa
technical solutions in future,

allowing managers and investors
to trade, report and share data in

55

#

a way that completely removes any
manual operation processes from
the equation.

One of the obvious advantages
of greater connectivity stemming
from increased automation is more

a{uU & K U# aUK # #+ [UHSSE
which needs to be securely acquired
and stored. We have certainly seen
increased interest from managers
in security and portal usage in their
interaction with investors more
generally.

A #+ cy Uy

Managers are aware of the
continued expectation in the
industry that a fund really ‘knows its
customer’.

They are also aware that more
extensive AML regimes now

typically require full transparency

# ua aju A #c A?CHU# K?
2Ad -08 hth&) sburce of wealth of

those individuals.
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The move to direct connectivity

between manager and investor
mentioned above removes
the possibility of fraudulent

instructions. Yet what do they
expect when it comes to the security
of investor data?

A secure data room where
managers can communicate
electronically with their prospects
as well as live investors is a must.
Within a data room, managers
should be able to control all access
to data and have full transparency
on who is accessing it at the touch
of a button.

The rise in online trading requires
more security options underpinning
it, suchasDual Factor Authentication,
watermarked documents, SMS one-
time passcode on trade signing,
A4 4o KA 0&a?K JUAKS
in the document that are tamper-
proof once signed.

In order to meet this ever-
increasing data security need,
~ah U & KalOy # #gi c

to be a must - providing investors
and managers with unprecedented
levels of data control and security,
where investors and managers can
own and systematically reconcile
their own data.

In closing, we are operating in
an era of increased connectivity
and security — underpinned by
intelligent automation, through
smart technology application.

There are no signs that manager
expectations on this will decrease
and, in fact, the future of investor
relations will be even faster, more
K?A C<A?& K< CcalO0?4
allowing managers more time
Gindh edeigyathafocus on investor
prospecting and management.
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THE FUTURE OF FUND ADMINISTRATION

Managing director and product
manager private markets
State Street

Senior vice president and global
head of alternatives product
State Street

I:lmd administration for
alternatives will continue to be
a growth opportunity for service
providers, with projections pointing
to ongoing market expansion.
Preqgin estimates that by 2023,
g #UA ACCAaKC ¢
trillion 1.

This growth  will
by several factors. First, we
believe institutional  investors
will increase their allocations to
alternatives products, particularly
among pension funds, insurance
companies and sovereign wealth
funds.

be powered

Second, we expect increasing
appetite for direct private deals

as investors look to diversify their

portfolios. Third, asset managers
will continue to innovate in terms

of new products and strategies to

capture alpha for their investors

through private markets.

Asset managers will also see
demand from investors when it
comes to fee transparency and
customization.

We will see management fee
pressure tighten, and thus a
need to reduce operational costs.
To provide additional alpha
transparency, pressure on incentive
fees is not likely to ease up.

1 Preqin -The Future of Alternatives, October 2018
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These growth factors and fee trends

will further crystalize the business

case for outsourcing functions

across the front, middle and back

#{U& +#? U#Ky ACCAK A Ag
investors.

2 & Adijnisefit

For fund administrators, there

will be additional opportunities to

<?#b 4& & yA U&a #z4&? oC
+?2# K #{U& A 4 #?78 CK?&A
services for the middle and back
#{U&C AK CUA &B

Asset managers and their
investors will continue to look for

administrators who act as strategic

partners and can provide services
AK CUA &< i&K A #c
customization through technology.

We believe asset managers and
their limited partners (LPs) will be
focused on:

TH#H?

Streamlined communication;

An integrated approach to the

U# O UAK # ~#c UaKcaa -
administrators, asset managers,
investors and other interested third

parties will be essential.

Asset managers can no longer
Az#?24 K# UA??i Ky&d U#CK #+
investment, accounting or
performance books of record to
manage and reconcile. Technology
plays a key role here in providing
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each interested party with a
consolidated view that is relevant
for them.

Data transparency: Asset
managers are also looking to
their service providers for data
transparency along with self-
service reporting capabilities that
allow them to quickly customize
their data reviews, performance
and analytics. Technology plays a
crucial role in delivering this ability
as well. The economic downturn
associated with COVID-19 has
emphasized the need for smarter
Kaly # #gi UO K K#
across the investment lifecycle —
from investment simulation to LP
and regulatory reporting.

Value-added services: With
regulatory and data privacy
concerns, as well as the cost to
maintain a desk, investment and
maintenance of trading systems
can be cost prohibitive. Managers
are looking to service providers
for solutions that enhance trading
a{u & Ui A & AUUA&cCcC K
help them comply with regulation
such as the uncleared margin rules
(UMR) and optimize treasury tools.
%y C C C<&U JUA i A <
for emergent managers who, as a
start-up company, often need to
leverage the scale of an experienced
provider.

Technology and innovation:
Continued innovation through new
technologies such as increasing use

#+ A?K 10 A Ka @8 U§
processes, and blockchain to
improve  recordkeeping. These

technologies are becoming part of
the industry’'s DNA, making them
a critical capability for service
providers.

New markets: Asset managers are
looking beyond North America to
drive growth. This means they need
service providers with global reach
and local expertise to enable a
smooth entry.

Catering to business complexities:
Another important aspect is the

increasingly demands,

including:

complex

Hybrids — Alternatives portfolios
available to registered investors
and the United States '40 Act
funds

Investor transparency -
Investors want to be able
to view their positions and
portfolio across all alternative
investment vehicles as well as
registered products

Increased regulation
c # ProvidinG additional services
to help managers comply with
evolving regulatory reporting
requirements across the globe.

As 2020 begins to settle into a
‘new normal’ in the wake of the
global COVID-19 crisis and the
Black Lives Matter movement, we
believe the industry will also look to
administrators who support:
>0 a Ki<
Environmental  sustainability:
We believe that asset managers
and investors will continue to
# K &obusfon addli@dgEanvironmental,
Social and Governance
(ESG) metrics into their risk
frameworks and ensure that
their administration partners
are focusing on ESG within their
}?2 CB #?2<#?2AK& ?4&cC
must be a focus for all publicly
traded and privately held
K #cOnpardids asd organizations
globally rally together to
support their communities.

#

Diversity: Administration
partners should continue to
focus on creating a diverse
and inclusive workforce.
The strength of a business
is directly tied to the well-
being of the communities in
which they operate. With that
in mind, asset managers will
seek providers with diversity
as part of their core culture to
champion strong communities
and values. This objective goes

ability of the provider to service

beyond race and encompasses
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disability, LGBTQ and gender
equality parameters to name a
few.

In closing, the fund administration

future is bright with continued

partnership evolving within the

alternatives  industry  between
administrators, asset managers
and asset owners. Because we are
truly stronger together.

<# C U Ki
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HOW FAMILY OFFICES
ARE POSITIONING
THEMSELVES FOR THE FUTURE

Partner, Financial Services Senior
Analyst
RSM US LLP

Email Jason Kuruvilla

The reasoning is because this
public health emergency, as severe
and costly as it is, will eventually
pass. Even if other sectors of the
economy take longer to recover,
Kya 2aU#0 & <#?2 +A i #
very well come in the form of a V —
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a quick, sharp rebound. It is all the

#7284 ?8AC# cyi +A i
should consider leveraging the rare
opportunity to make investments at
values not seen in years.

#{0.

According to PitchBook, a research
1?2 KyAK U# < 8C aAKA # <
baCK &8 K A a K?AU C +A i
there are?more than 1,800 family
#{U&AC A?#0 a4 Kyd g #Ua< c K
than 800 within the United States
alone. However, it is likely that this
number is higher, because some
+A i #{UAC C < i a# #K ?4aq
and are not captured in PitchBook’s
data. According to a study by
Campden Wealth, an independent
28C&4A20y U# <A i< =A i #
{[y@gé\qﬁ#é(lé#OKt K? # o #U
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Depending on the size and scope
#+ Kya +A i #{U&< Ky

ba? }da< K & i &aAKA
investments or businesses. Consider
investing in business intelligence
&tBdls Ar?Mire Aoutside consultants

#acilitd¢ey Adidcussions and calm

anxiety.

number of factors that need to
be considered in navigating these
treacherous times:

K# oA A & z4?& K <&?C|<80UK bd KyAK

Kya #{U& c#0 & #K #? A i-PAba #{U& KyAK yAC U# C
access to such resources. some or all of these factors may

be best positioned to invest in

the depressed equity and credit
naaCkéts.

* Human capital management: As
the old saying goes in the investment
uoc &cc< A }? _C

asset goes out the door every night.

* Cybersecurity and technology
management: c #{0ac U
KlowmAtoChAlp) sfow the spread of
Kya b 20C< 0# }? o Ky

#0

& Cosli? ds gkng: According to

D +A i #{U&C< Ky C 4&A| & <tha Uinfermation technology Bloomberg LP, more than a third
priority on taking care of employees infrastructure,  bandwidth  and #+ +A i #{U&C U##CKaa Kyé
and key executives who work in the records management will help reserves last year as they bet on a
#{0& yA & @ Kya Aa CR®AMUBA<A i #{U& & C?O/ykbél @cedsdn in 2020. Family
investment, or risk functions. These #{U& <a?C# & c#? =?2# ## 88 A?48 C KK g # Kya C
individuals are critical to making ivaz? 02 A C Ai K?i|R€ }A? &KC U# K 0& K# -0
C0?a& Kya #{U& 2?20 C C ##ppyriunifiess to penetrate key and they will be ready to invest. As
is able to handle the family’s needs | reporting systems during this U284 K C<?8A4C K gyKa < +A

during times of crisis. In some
UACAC< #OKC#0?U o
functions with third-party providers
has provided that temporary
K?A C K # cy & Kya #{U
for remote operations. Reviewing
and memorialising succession plans
will be necessary to prepare for the
time when they are activated.

period of vulnerability. In addition,
& sotiah thetis { plaiforms could be
subject to possible phishing or
social engineering campaigns by
&rimnihals AGadnSt family members . Impact
to gain access to private data. The | sustainability: As equity prices
digital transformation is happening yAbd KA & A KO U & A a} A
all around us and may encourage conditions tighten, families
some families to move away from guestioning sustainable or impact
Kyd K?Aa K # A #{0& A a bG€ka®K Kyad <ACK
K# A b ?KOA #{U&B lower market values an attractive
opportunity to invest in this space.

might be a good avenue for other
businesses looking for liquidity in a
down market.

investing and

gyK
* Liquidity and credit management:
Depending on portfolio allocations,

alternative investments may have e Business continuity plans, A 2019 survey completed by UBS
a number of restrictions that will insurance, and regulatory reported that the average family
prevent the family from withdrawing management:  In times of crisis, | #{U& <#?K=+# # A #UAKAC

capital. Investments  with  a like the spread of the coronavirus, sustainability. In that same survey,

hedge fund or with private equity families need to review their disaster s #+ +A i #{U&C g #UA

managers may include a mandate 240#ba&a?i < A C # y#c Kylierghgei io impact investing.

of a lock-up period from when the +0 UK # cyad Kya #{U& C U #Caa +#°?

original investment was made. In an extended period of time. Plans * Private direct investing: Families

Ada K # < baCK & KC mighd inBl@d¢ <where members of looking to invest in technology

real estate, yachts, private jets or [ the family will safely reside, travel and health care businesses might

other illiquid assets may take some restrictions, initiation of backup have an opportunity to invest at a

time to liquidate. Managing both plans to outsource all functions of lower price compared to before the

sides of the balance sheet, reviewing Kya #{U& K# A Ky ?a <A ? Bpread’sf thevir’s<

UOagdKC A a UACy ~#cuselo? grivake security, or oversight

functions that should be monitored. of wealth by an institutional trustee. * Increasing allocation to hedge

Working with a relationship banker Also, review insurance coverages | funds or other alternatives funds:

to ensure access to lines of credit in connection with general liability, As interest rates hit record lows,

#?2 #Kya&? C#0?204aC #+ |} disasterdifeckidnapping, real estate, | this will be a good opportunity

be important to help the family investments, personal  assets, TH? A #{U&cC K# aa

Ky?#0p@y KydCca a {UO K KASCHBAKA U?8AUYyACB ;A cagital i Bedge fund or other
registered with regulatory agencies alternative managers that have

* Information sharing and data like the Securities and Exchange | historically generated stronger

management: %oy & } A DCAmmission need to review returns in depressed markets.

Private credit and distressed debt
are some examples of strategies
that will see more attention
from investment managers as
businesses struggle to service debt

markets in recent times have led
many investors to make irrational
aal c # C UAcaa #

aAKAB ;A i #{U&C c Ky
structures may have issues getting

communication plans and reporting
to maintain compliance during this
Opdriac® of &ésruption. Documented
plas <regdrding communications
with outside investors will help
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or maintain solvency. According to
Goldman Sachs, the 2020 market
turmoil has given investors more
U# }4& U4 c Ky yaaead
they have outperformed prior year
performance and outpaced other
asset classes. Hedge funds or other
alternative funds should have
no issue attracting capital from
baCK#?C< &4C<&U A i
looking for that much needed
a bad?C JUAK # A O U§

This is a good time for family
H{AACAB# ?ab a4c &i <#
procedures as it safely waits for
the Coronavirus and recession to
fade away. With proper planning,
+A i #{U&acC c Ua ca
to preserve capital, transition

+ Ato the#djgitdl @sonomy, invest in

undervalued assets and equip the
hExB generatorad family members
with the right tools to drive future
success.
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CLOSING NOTE:
LETTER FROM THE OUTGOING
AIMA CHAIRMAN

The hallmark of the alternatives industry over the past
30 years has been change, and adapting to change—
implicitly recognizing that ours is an opportunistic,
nimble industry, responding rapidly to new
developments and the ever-evolving needs of society.

Over the next 30 years, we can expect more of the
same—but here, “more of the same” means more
continued, dynamic change rather than any kind of
stasis.
Outgoing Chairman of AIMA’s Council
September 2016 to September 2020 Our investor base has changed, and we have changed
to accommodate it. Where we used to manage
primarily for wealthy individuals and families, today
most of our assets come from institutional investors,
who themselves are managing funds for millions of
28K 244C A 4 #Kya? U4a aj0 A? acCB

Current Council Member

Our regulatory environment has changed, and our

industry has become somewhat more concentrated.

Those two tend to work hand in glove in a positive
feedback loop: increased regulation creates barriers to

entry, making scale more valuable, creating a demand

Ui Kyda <oU U OA &4 Kyd 4&aOCK?i_C }A U
for more regulation. There is scant evidence of any

change in that trend.

The markets have changed, and we have changed

in response to them. Today we think of things like

>0A K KAK ba baCK @< A?K }U A K&
networks, alternative credit and ESG considerations as

the newer things we focus on, while not abandoning the
tried-and-true analytical methodologies and hedging
techniques that gave us our initial breath of life with

Alfred Winslow Jones, if not Ben Graham.

We are an attentive, opportunistic industry, carefully
watching the landscape, ready to pounce on the next
opening, hopefully before any of our competitors.

ia baCK a #? #0C CO C Kya caA?U0y =
investment opportunities, using every imaginable

means. In times of disruption, those opportunities

present themselves in ways not previously considered.

When we are successful, our myriad investors and their

Uad 4}U A? 4C 24A< Kya U4 4}KCB
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Where will our industry be at some point in the future? A closing personal note, if | may. This marks the end
Who knows? All we can be certain of is that we will not of what has been four years as Chairman of AIMA. It
be where we are now. We will have moved on from the has been a privilege and an honor. To the energetic

Kyad &C #-+ K#aAi< C# & #+ Kya 4& K had cépdsied indivilu@ls who have served with me
c Uad }a o ac U#0 aA? 4aC< &c aKyohawuddl, fodar Bhief Executive, Jack Inglis, and his

seize the moment. Atthe same time, the methodologies %a<OKi< Q ? S?# < K# Kya ada UAKAaa fK
that are today the new frontiers will still be in our our thousands of members, | will forever be grateful. |

arsenal to the extent that they have proved successful look forward to continuing to contribute, in whatever

and productive. capacity, as we claim AIMA’s place in the future.

That said, two areas of immediate adjacency stand out

for the near future. As markets evolve geographically,

alternative funds, and AIMA, will be there. China

is an obvious candidate for substantially increased

ba&CK & KC< UOK C# & & 4?8 o A?8AC #+ C A |AU }U<

as well as Latin America and Africa, are witnessing

the green shoots of early growth. Internally, too, we

are all recognizing the need to broaden our recruiting

horizons.

Throughout history, talent has been spread more
diversely than opportunity, and if we are to continue
making the best talent available to our investors, we
4844 K# <OK AC aa <A A? Ki U AC A a} a KyAK KA & K
wherever it may be. Progress has been slow, but it is
visibly accelerating.

ida A?& Kyad <&K? 4a Cy #+ Kya } AU A A? aKC< A &
Ky?#0@y Kyd } AU A A? &KC< #+ Kyad o #UA &0# # i
itself. The goal, as always, is to maximize returns relative

K# Kyd ACC#U AK&4a ? C CG Kya #?a& azaUK ba i céa
Kya #7?2& a{U & K i c Kya A? aKC A #UAK& UA< K
enterprises, thereby ensuring economic vitality.

# KyAK<
K#

D

AIMA itself will also evolve in the future. It has ably led

the global industry over the last 30 years, and there is

no reason to expect less in the years to come. There

will be challenges. Our industry is an essential part of

capitalism, perhaps capitalism in its most elemental

form. Time and again, capitalism has proven that with

a reasonable modicum of regulation, it is the most

4za4UK ba auU# # U a8 & +#? Ah qq @ yO A
well-being. Nonetheless, that verity continues to be

guestioned.

Lessons that have been learned through experience
are forgotten in subsequent generations. In the largest
essentially capitalist markets in the world, advocates
of socialism continue to attract a following, primarily
among some who have not learned the lessons of
economic history, and have not experienced life in
4 z4?a&4 K CiCKa CB

D yAb& aba?i y#<a& A 4 U# }aad U4 KyAK Kyad A K&? AK bacC
industry will withstand those challenges, and will
proudly lead the way into the markets of tomorrow.
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US Membership and Event Associate Events Manager, Singapore

Associate Director, Head of Events [A Ag o % 240K#?2< < #UA A8A& #+ % Ah
Research and Communications Associate Membership Analyst

Events Coordinator Membership and Events Associate

Analyst, Private Credit y 4+ )haUOK ba c{U&?< D]

Associate, Markets, Governance and Innovation Managing Director, Global Head of Markets,

Governance and Innovation

Managing Director, Co-Head of APAC
Managing Director, Global Head of Research and
Communications

AdAa #+ ?20CC& C c{U0a

Associate Director, Asset Management Regulation
Director, Asset Management Regulation

%a<O0OKi )c< < #UA A8Aa #+ <#b&? 4 K

c{U& [A Agé&~? Global Head of the Alternative Credit Countil
Head of Australia Events Manager, Hong Kong
Team Assistant US Associate Director
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Associate, Events Manager

Managing Director, Co-Head of APAC and Deputy
< #UA A&A4 #+ <#ba&? & K zA 2C

Research & Communications Intern

##t?4 AK#?< <#ba&d? & K zA ?C

c{U& [A Agd?< A# o S# o

Managing Director, Head of Americas

Analyst, Markets, Governance and Innovation

Company Secretary

Executive Assistant / Global Head of HR

Director, Private Credit

General Manager, Japan

Membership Administrator

y &+ c<&8?AK @ c{U&"?

Director, Head of Singapore

Managing Director, Global Head of Membership

Team Assistant

Director, Head of Canada

Managing Director, Global Head of Asset Management
Regulation & Sound Practices

Director, Head of China
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AIMA VIRTUAL EVENTS

AIMA continues to deliver varied programme of events for members through virtual
platforms. Hosting over 270 complimentary events annually, there is a wide selection of
educational and thought leadership content for peer-to-peer learning.

To view all upcoming events or watch past seminars on-demand, visit www.aima.org.

AIMA JAPAN ANNUAL
o FORUM 2020
30 SEPTEMBER

AIMA REGULATORY
DEEP DIVE PROGRAMME 0
10 SEPTEMBER - 21 OCTOBER

AIMA GLOBAL INVESTOR

o FORUM 2020

6 - 7 OCTOBER
AIMA GLOBAL POLICY &
REGULATORY VIRTUAL FORUM 2020 G
19 - 20 NOVEMBER
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CONTACT US

Bermuda

usa@aima.org

Brazil

info@aima.org

38/40 Square de Meeus, 1000
Brussels, Belgium
+322401 61 46

info@aima.org

Cayman Islands
cayman@aima.org

Unit 1302, 13/F, 71-73 Wyndham
Street, Central, Hong Hong

+852 2523 0211

apac@aima.org

167 Fleet Street, London EC4A 2EA
+44 20 7822 8380

info@aima.org

Middle East
info@aima.org

12 East 49th Street, 11th Floor.
New York, NY, 10017, USA
+1 646 397 8411

usa@aima.org

1 Wallich Street, #14-01 Guoco
Tower, Singapore 078881
+65 6535 5494

apac@aima.org

Suite A10, 28th Floor SWFC, No.
100 Century Avenue, Pudong,
Shanghai 200120, China

+86 136 1191 9817

apac@aima.org
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+61 (0) 412 224 400
apac@aima.org

500 - 30 Wellington Street West,
Box 129, Commerce Court, Toron-
to, ON M5L 1E2, Canada

+1 416 364 8420
canada@aima.org

+81 (0) 3 4520 5577
apac@aima.org

1875 K Street NW, 4th Floor, Wash-
ington DC 20006, USA
+1 202 919 4940

usa@aima.org
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THANK YOU
TO ALL OUR
SPONSORS

ACA Compliance
Allen & Overy
Citco
z#?24 yA Ua
Dechert LLP
EY
Guotai Junan Securities
K&L Gates
KPMG
Man Group
Maples Group
PwC
RSM
Scotiabank
Simmons & Simmons
SS&C
State Street
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Thank you for reading our special publication to
mark AIMA’s 30th Anniversary. If you would like
to contribute to future AIMA Journals, please

email Caterina Giordo
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