
Fintech in Illiquid Alternatives

Now is the time to end reliance on Excel

Illiquid Fund Complexity
Illiquids are more complex than traditional funds due to key differences 
in their reporting metric requirements as well as the varying types of 
fund investments (limited partnerships, co-investments, and direct 
holdings). As a result, traditional vendors have found it difficult to 
adapt their offerings to enable cash flow management, performance 
reporting and deals creation in their portfolio management systems 
opening the door for newer digitally enabled vendors with flexibility key 
to design
The average allocation to illiquid alternative assets in Europe increased 
from 4% in 2008 to 22% in 2018

Outdated & Siloed Systems
Many illiquid fund providers are using outdated and siloed technologies 
for portfolio accounting and reporting. These systems were often built 
in-house several years ago without APIs thus they effectively ‘trap’ 
data and don’t integrate with other systems internally or externally 
thereby restricting the usefulness and portability of this critically 
important data. In turn, this has curtailed the ability to provide 
transparency to investors, as it restricts and/or prevents the 
necessary type of analysis, aggregation and modern presentation of 
data
We have seen global asset managers using as many as 50+ different 
systems for alternatives
Absence of “Standardised Reporting”
Although there has been an increase in regulation such as PRIIPs along 
with the presence of organisations like Institutional Limited Partners 
Association (ILPA), which have helped to advance reporting standards, 
the alternative investment industry still doesn’t have uniform 
standards. Additionally, the party that should be responsible for 
delivering on transparency is unclear
Impact Management Project involves 2,000 of the world’s leading 
investors meeting to agree a globally-accepted framework for 
analysing, measuring and reporting on impact investing

What you could do to fix it?

Partner with your Administrators
Large Third Party Administrators have significant 
technology capability, and experience 
industrialising the repeatable manual processes 
that can be so costly for GPs to scale. Whilst the 
Alternatives industry might never reach the same 
degree of outsourcing as traditional funds, there 
is room to grow beyond the current state
Current level of outsourcing reaching 
approximately 70% within Private Equity

Embrace New Technology 
By embracing new technology, the industry can move 
towards the type of dynamic, digital presentation of data 
that is experienced in brokerage and personal banking 
accounts that clients have come to expect as the norm. 
Since much of the data needed to accomplish this is 
stored in accounting systems, industry stakeholders 
should seek out cloud-based technology offerings that 
can integrate with accounting systems and thereby 
liberate the data contained within for purposes of data 
mining, analysis and presentation
Market-leading end-to-end solutions from private asset 
specific vendors or enterprise platforms

!

Blockchain
A shared blockchain ledger could drive a single 
interface between an Alternative fund and its 
investors, increasing transparency and driving 
efficiency in the drawdown process, providing 
real-time updates for LPs on investments, and 
enhanced investment analytics. There is also real 
potential for Initial coin offerings (ICOs) to 
bypass the traditional ways of funding, presenting 
both a risk and an opportunity to managers
There was a total of over $7bn raised in ICO’s 
(Initial Coin Offerings) in 2018

Current Challenges

Compliance & Regulation
With GDPR in place and SMCR coming into force for PE Firms in 2019, 
leadership protocols will require review and an effective monitoring 
system put in place. Cyber and data security will also remain a core 
concern of IT Managers, and will require changing attitudes across the 
organisation
Investors are now entitled to request certain information from their 
fund manager under Article 13 of the GDPR

Reliance on Excel
As it stands today much of the industry reports performance 
information via static documents/PDFs fed from outdated data with 
poor data quality, but this method traps data and inhibits interaction. 
There is also a heavy reliance on excel for valuation, monitoring and 
deal management which is error prone and time-intensive compared to 
vendor solutions
81% of CFOs feel that investing in data can help them replace 
spreadsheets

APIs
The watchword of the next generation operating model is 
‘interoperability.’ For example client reporting and 
performance tools will be connected to the IBOR via APIs 
reducing the need for data manipulation. API-based 
portfolio and investor-level accounting systems that can 
also handle modern reporting
All of the major solutions are enhancing their technology 
to be ‘API’ enabled

Cloud
Cloud enables faster innovation, flexible resources and 
economies of scale. Typically, firms only pay for cloud 
services they use, helping lower operating costs, run 
infrastructure more efficiently and scale as business 
needs change
AWS, IBM, Azure and Google lead the way with their 
cloud products, also providing access to AI as a service 
and other tools

Workflow & BI
Alternative Asset Managers are moving towards 
structured and flexible workflow processes to reduce the 
reliance on MS Office tools, and new business intelligence 
tools to focus on the key operational risks / issues
Tools such as ManyWho, Appian and Pega are used to 
develop bespoke flows alongside workflow components 
built in other vendor platforms

Smart Data
Smart data solutions enable the use of 
unstructured, real-time data allowing better 
visibility of the portfolio, allowing better 
leadership decision making
Vendor offerings are developing, larger firms 
have built an in house capability


