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Best practices and 
challenges in Asian 
investment operations: 
COO perspectives

 By Stradegi

The Investment Management industry is at a crossroads. 
A major transition is underway with the rapid growth 
of wealth in Asia, the rise of passive players, the 
compression of operating margins and increased 

regulations. In this highly complex and competitive landscape, the 
role of the Investment Management COO will grow in importance 
as strategic decisions on providing scalable product support, 
building or outsourcing major operational components and the 
adoption of best practices, will have a significant impact on a 
company’s growth.

It is in this context that Stradegi and PwC conducted an 
annual Asia Investment Management COO survey, with an aim to 
understand where the industry stands in terms of operational best 
practices, the priorities and challenges faced by COOs in Asia and 
the trends in operational outsourcing.

This year the survey focused on three key markets, Singapore, 
Hong Kong and Malaysia, with a total of 34 Asia-Pac COOs 
responding. In terms of assets under management in Asia, slightly 
less than half of the respondents (44%) were from firms managing 
assets less than US$5 billion, followed by almost a third (31%) 
managing assets between US$5 billion and US$50 billion and the 
rest (25%) managing over US$50 billion.

The survey highlighted that although investment managers had a 
relatively higher adoption of best practices in the front and middle 
office, there was a tendency to ignore best practices in the back 
office unless explicitly mandated by regulation. Surprisingly, certain 
functions, such as “outsourcing oversight” that are regulated and are 
part of best practice, are currently neglected by some respondents. 
Commenting on this trend, Gordon Brown, Managing Partner at 
Stradegi, said, “For an industry that wishes less regulation and more 
self-regulation, this has to be a disturbing trend.”

Asian vs Global Asset Managers
The results of the survey, which consisted of 59% of asset 

managers that operated only in Asia and 41% that operated globally, 
highlighted that the Asian asset managers lagged behind their 
global counterparts in adopting comprehensive operational best 
practices. This could be due to the fact that the Asian managers 
are smaller in size and are yet to achieve scale; their priorities and 
customer base are also different. Regarding this trend, Jeff Plein, 
COO of Fullerton Fund Management said, “It’s a governance issue. 
Regardless of size, asset managers need to assure that they have 
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the right governance in place to minimise risk. This is especially 
true given the increased regulatory focus on outsourcing globally.” 
Global players have faced higher regulatory scrutiny and have had 
to adopt best practices to ensure consistency and scale across global 
platforms in order to mitigate operational risk. As Asian investment 
managers grow geographically and in size, the adoption of best 
practices will take on more importance.

The survey also found that Asian and global players have 
different priorities in performance and risk functions. Many Asian 
investment managers have not yet incorporated performance and 
risk analytics in their investment process and around 70% of them 
voted for the inclusion of these analytics in the investment process, 
as one of their top priorities. Global asset managers on the other 
hand, who already have established processes around performance 

and risk, are now looking for solutions in these areas that can 
support them globally.

Asian managers voted “costs involved” as the most important 
criteria that influenced the decision to outsource, whereas global 
managers considered “strategic significance” and the “ability to 
release capacity” as the key drivers for outsourcing. This difference in 
perspective could be due to the varying levels of business maturity - 
Asian managers, who are still relatively young and striving to achieve 
scale, are still very cost conscious and near term in their outlook. 
Global managers on the other hand, are more mature businesses and 
are looking to partner with trusted and credible service providers 
who can support their geographical and product growth aspirations.

“If you are going to outsource purely from a cost perspective, it’s 
not going to work. It’s not going to be cheaper. Even if it’s cheaper, 
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it’s marginal. If you don’t have a proper framework to manage your 
vendors and work with them as partners, you are going to find a 
lot of hindrance to grow your business,” stated James Tan, COO of 
LionGlobal Investors.

Top Challenges
Considering the environment post Global Financial Crisis, it 

came as no surprise that “meeting regulatory requirements” and 
“ensuring scalability of operations” were the top challenges voted 
on by the COOs, accounting for 50% and 38% of votes respectively. 
The global impact of increased regulatory scrutiny and the need 
to reduce costs are both common challenges faced by all financial 
institutions across the globe.

The support for new products in new jurisdictions to meet new 
distribution channels in a cost effective manner poses significant 
scalability challenges for COOs in the region. Rob Scott, Head of 
International Operations, Asia-based Global Asset Management 
Company, which has AUM US$160+ billion, affirmed this stating: 
“The key challenges when managing operations are: firstly, finding 
and retaining the right people; secondly, implementing and correctly 
executing the processes that provide the business all the operational 
capabilities they require; and thirdly, being able to scale enough 
to grow with the business as it expands and heads in different 
directions.”

Outsourcing Trends
The results of the survey showed that operational outsourcing 

in the industry is projected to grow in Asia, with only 6% of the 

respondents expecting a reduction of the outsourcing budget 
allocation in the near term. As investment managers strive to 
address operational scalability issues, the outsourcing option will 
always be on the agenda.

The survey breakdown of outsourcing trends reinforces the 
belief that the fund managers are only comfortable outsourcing 
functions where service providers have a mature, reliable and tested 
service offering. Transfer Agency, Fund Accounting, Collateral 
Management, Trade Matching and Reconciliations have been a 
staple offering of fund service providers for a number of years and 
have become standard components of an efficient, cost effective and 
scalable operating model.

In contrast, what came as somewhat of a surprise was the lack 
of interest in outsourcing middle office functions like Investment 
Performance, Cash Management and Risk & Compliance reporting. 
This lack of interest might have something to do with the quality 
and the maturity levels of the service providers currently available 
in the region.

The survey also highlighted useful information with regard 
to other operational trends including headcounts and budget 
allocations.

With regard to the plans for future surveys, Mr. Gordon said, 
“We believe that over time, this annual survey will become 
a repository of best practices and trends in Asian Investment 
Management operations and will help COOs in their strategic 
decision making. We will be interacting with the COOs on an 
ongoing basis to include other relevant topics of interest in 
upcoming editions of the survey.”
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What are your top three challenges in managing operations? 

Which of these functions are you comfortable outsourcing?


