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Introduction

This research paper has been prepared by Barrington Partners1 (BP) at the request of Oracle 

Financial Services Software Ltd. (Oracle), a majority owned subsidiary of Oracle Corporation. 

Oracle did not influence in any way the associated industry interviews (described below), 

the content of this research paper or its findings. In addition, final editorial rights remain 

with Barrington. Thus, this research paper is solely the product of Barrington Partners and 

represents our independently-drawn findings and conclusions. 

 

As the reader knows, Oracle is a significant player in the transfer agency industry. As such, 

the firm is committed to sharing knowledge about industry developments. The firm’s goal in 

commissioning Barrington Partners to prepare this research paper is to provide independent 

thought leadership around the maturation of, and emerging developments in, the transfer 

agency industry. 

 

The objective is to detail the evolution of transfer agency processing and provide a projection 

regarding the future role of transfer agency in support of the global investment management 

marketplace.

Numerous industry participants contributed on a no names basis to the development of this 

research paper, including investment management executives, software vendors, industry 

experts and Barrington Partners colleagues. Their input, guidance and feedback were 

essential to the resulting deliverable. 

This research paper is being issued in two parts. This first part addresses the following 

topics:

Evolution of the traditional transfer agent role and the industry itself

Changes in the global investment management environment
Technology/operations changes and constraints
The current state summary and its potential evolution
Conclusion – the marketplace need for a global solution

Barrington Partners is a Boston, Massachusetts, USA headquartered independent research and consulting company 
focusing on the global investment management marketplace. Descriptive and contact information is available at www.
barringtonp.com. 

1

Concurrent with the issuance of this first part, Barrington Partners is conducting Oracle 

FLEXCUBE Investor Servicing client user interviews for their unique perspectives on: 

changing market dynamics; demands for enhanced and augmented transfer agent 

functionality; shifts in processing volumes; and, the implications of the paradigm shifts 

from (a) a product focus to an investor/solution-centric focus, and (b) a direct investor to an 

intermediary-distributed environment. Barrington expects that the second part of this White 

Paper will be issued over the next several weeks.
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Phases in the evolution of global transfer agency

Evolution of the traditional transfer agent role

Barrington Partners has identified five distinct, but overlapping phases in the evolution of the 

global transfer agency business. We also provide timelines for each of these phases. These 

phases and associated timelines are described broadly in order to capture global themes, 

because developments in particular markets or regions may (a) not comport precisely with 

these global trends, or (b) present unique cultural, regulatory or servicing requirements. In 

describing a particular phase, we may detail or footnote various country- or region-specific 

developments because BP believes that they augur for global applicability over time. 

In addition to these five phases, we suggest that there are additional evolving themes that 

may be referenced in this white paper. For example, the challenges associated with the  

servicing of  intermediaries and their commissions or the unbundling of advisory fees present 

new challenges for transfer agency systems. 

Phase One

Phase 1 was the earliest phase in the lifecycle of the transfer agency business. In this 

phase, many fund companies serviced their investors internally; the larger fund managers 

in particular believed they could provide better service in-house. The few available external 

transfer agent service providers serviced mutual fund managers (what we refer to as the fund 

companies) or third party fund distributors and their investors. Transfer agency systems were 

not equipped to support multiple business models.
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There was limited front- or back-office automation, which pointed to a manual, paper-based, 

people-intensive operating environment. Investors communicated with their fund companies/

transfer agents by paper or by phone whether to make investments, respond to questions, or 

to address information requests. 

As one interviewee reported, in this phase the distributor model did not evolve as much 

as transfer agency service providers had hoped. Among other things, service providers 

needed to adjust their thinking about the requirements to accommodate non-automated 

communications such as fax and mail for client servicing.

To a limited extent, this business model continues to exist for the narrowing subset of direct 

retail fund company investors. However, the seismic change that has occurred (discussed in 

phase three) is the shift in power to the advice giver and distributor2. 

Phase Two

Phase 2 witnessed a migration to multiple business models. Fund managers and fund 

distributors now could be serviced simultaneously from the same platform. The transfer 

agency business came of age during this phase. Interactions with distributors began to move 

to omnibus accounts, nominee names and sub-transfer agency relationships. In addition, 

cross-border funds distribution could be promoted. 

Our global industry experts point to the early 90s in Italy as the commencement of omnibus 

accounts. As a result of regulatory changes, bank sponsors moved to the forefront of 

distribution, which translated into omnibus accounts and direct processing via a single entity. 

Interviewees point to the rapid increase in omnibus volume over the past 15 years, and 

the concurrent diminution of paper and spreadsheets, together with associated operational 

complexities at the core register level.

As the reader will note, the timeline for this phase extends – as well as all other phases 

(to some extent) – to the present. The global challenge to break the anonymity associated 

with these distributor relationships has not yet been resolved. As a general rule, the name 

of the end investor (the beneficial holder) is considered to be sacrosanct. To paraphrase one 

industry expert we interviewed, distribution partners believe that fund companies do not 

need to know the names of underlying investors, and all but the largest fund companies are 

unwilling to push their intermediaries for fear of damaging their standing. As another example 

of this challenge, in certain markets such as the United States fund companies may be forced 

to pay the bills of retirement plan administrators for their plan management services as is 

because the administrators will not provide the exact number of beneficial accounts.

In this white paper, we use the word ‘distributor’ to encompass intermediaries (such as broker/dealers) and banks. 
In most regions, banks are the single most important source of fund and investment product distribution. Front- and 
back-office support services generally are not separate from the core bank servicing operations.

2
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This phase was noteworthy for another reason. For the first time, and in selected markets, 

investors were introduced to self-service via the internet to conduct a range of non-financial 

(maintenance) transactions. Self-service enabled investors to conduct their non-financial 

investment business according to their own timetable, rather than when the local call center 

might be open. Nevertheless, communications and transaction requests remained largely via 

phone, fax and paper.

These self-service capabilities included (but were 

not limited to) change of name and/or address; 

legal documents, statement and confirm retrieval; 

account balance inquiry; and other non-financial 

communications. Although transfer agents were 

required to build this investor functionality 

Self-service for maintenance 
transactions remains a challenge 
today, and still is not an accepted 
practice globally

Although transfer agents were required to build this investor functionality to support their 

clients, over time there was a clear cost reduction benefit. Investors were able to place less 

reliance on call centers and the automated processing of maintenance transactions replaced 

the manual keying-in of information3. Even so, self-service for maintenance transactions 

remains a challenge today, and still is not an accepted practice globally. Tight controls and 

restrictions on permitted end user functionality continue to the present. 

Phase Three

Arguably, Phase 3 has had the most profound effect on the distribution paradigm. This 

phase witnessed the emergence of fund supermarkets and platforms4, firmly entrenched the 

core role of the advice giver, and anointed the distributor5 as king ex officio. Depending on 

domicile, this phase commenced within the past six to ten years. 

A definition of terms is appropriate. As a general rule, until recently the terms ‘platforms’ and 

‘supermarkets’ were not synonymous. Platforms generally offered a wider range of products, 

particularly life and pension products. It would not have been uncommon for the word 

‘wrap’ to precede the word ‘platform.’  Most of those original wrap platforms were launched 

by insurance companies. Supermarkets were sponsored by traditional fund managers or 

consortia of investment managers. In the past several years, those terms have become 

virtually alike as their product offerings have equally broadened. Any ongoing distinction 

would be that wrap platforms may offer more tools. 

In certain markets, there has not been a meaningful take-up in investor self-service for three principal reasons: local 
culture (“I prefer to talk with a live person”), the lack of convenient internet access, and/or regulatory controls.  
It can also be argued that internet usage has been increased concurrent with a client’s dealing with a wrap platform or 
fund supermarket. 
As noted previously, in many countries, the powerhouse for distribution is the bank.
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and various administrative services. It is estimated that platforms accounted for more than 

50% of retail sales in the UK in 2009, and currently hold £110 b in assets8. 

The effective deployment of wrap technology enables the financial adviser to reap operational 

efficiencies, reduce business costs and more effectively administer client portfolios. At their 

root, wrap is a portfolio administration platform. It is estimated that by 2014 in the UK 

there will be four main categories of advisers that will use wrap platforms, the bulk of which 

will be ‘transactional.’ It is expected that there will be a shift from front-end commission 

structures to fee-based arrangements – price unbundling – as a result of the implementation 

of the FSA’s Regulated Distribution Review (“RDR”)9. While on its face this might be viewed 

as apropos only of the UK, in fact the shift from front-end commission structures to fee-

based or fee-only arrangements and the attendant rationalization/expansion of share classes 

is a global phenomenon10. 

Regardless of the terminology, the platforms6 

have evolved to become broad-based client 

servicing tools for financial advisers7,  providing 

access to a wide range of funds, tax wrappers   

Platforms  have evolved to become 
broad-based client servicing tools

Phase Four

Phase 4 can best be described as an improved investor experience and continued investor11 

empowerment. As noted in the Introduction, there is an overlap in the timing of these various 

phases; the distinctions between phase three and phase four arguably may be the most 

blurred. Substantial investments were made in telephony automation to facilitate the handling 

of calls. Concurrently, investors were 

“During the past three years, there 
has been greater take-up and desire 
for self-service” this demand is being 
driven by the end investor. 

empowered to conduct financial transactions via 

the internet; financial transactions are defined 

as purchases, exchanges and redemptions. As 

one interviewee reported, “During the past three 

years, there has been greater take-up and desire

for self-service;” this demand is being driven by the end investor. One interviewee reported, 

“During the past three years, there has been greater take-up and desire for self-service;” this 

demand is being driven by the end investor. They observed that as website use has ratcheted 

up, there has been a concurrent drop-off in call volumes and email activity, which results in 

additional cost savings for the transfer agent. 

Hereafter we use the term platform.
We use the term financial adviser to denote any intermediary who provides services to the end investor. 
Financial Risk Outlook 2010, Asset Management Sector Digest, 2010, Financial Services Authority, 2010
There will be a number of additional challenges in implementing RDR, including the responsibilities owed by platforms 
to end investors, the need to support re-registration of investments, and the requirement to adequately disclose all 
relevant charges. The integrity and effectiveness of platform systems is crucial.
For example, India has already made front-end commissions illegal. 
In this phase the term ‘investor’ also means intermediary. Intermediaries were handled through expanded and 
specialized servicing teams; industry portals and dedicated websites (or regions) were launched to provide (for 
example) consolidated investor account information or adviser-specific literature.

6 
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Significant challenges during this phase were driven by the evolution of multi-currency share 

classes -- both in cross border and domestic markets. Significant transfer agency investments 

were required to accommodate the distribution of UCITS to global locations, particularly 

Luxembourg and Dublin domiciled funds, and to automate associated order processing. 

Phase 4 also has a ‘to the present’ timeline because investor self-service is now being 

addressed to include mobile technologies. For example, one rapidly evolving alternative 

solution to compensate for the lack of internet access is the rapid deployment of mobile 

phone apps. In that same vein, one could expect that other alternate channels such as 

ATMs (particularly where a bank is the distributor) in the future might be used for certain 

functionality such as checking investment balances. The demographics of the so-called Gen 

X and Gen Y cohorts are biased toward self-service and away from personal service, but it 

is intriguing that fund distributors have not yet tapped (or aggressively pursued) other non-

traditional channels.

One caution to the foregoing is cultural. In some countries, the call center volumes will not 

be displaced with an interactive voice response (“IVR”) system, email or online activities. In 

other countries, we heard that the IVR is ‘dead’

because investors are not willing to go through 

multiple commands to achieve the desired 

service12. Interviewees also reiterated that 

phone service must be prompt and efficient, and 

internet access must also be offered or there 

will be a perception that it is difficult to conduct 

business with the firm. 

Phone service must be prompt 
and efficient, and internet access 
must also be offered or there will 
be a perception that it is difficult to 
conduct business with the firm

Phase Five

Phase 5 further extends the requirements of the transfer agency platform to the present day 

and beyond. In the following bullets, we summarize the holistic next generation prerequisites 

of the platform. While there still will be ongoing

While there still will be ongoing geographic-

specific and manager- or distributor-specific 

platform servicing demands, there are a number

Holistic next generation prerequisites 
of  the platform

of emerging global themes, such as the separation (or disallowance) of commissions from 

investment management fees. We believe that the next generation platform must be able to:  

Another unexpected inconsistency in the migration to more efficient solutions is the continued use of fax by 
distributors to communicate trades. Distributors are transitioning slowly to more automated means.

12 

Handle extended business models and greater cross-border distribution, which could 
facilitate a global operational platform for core transfer and sub-transfer agency businesses 



Support a plethora of products and product structures that either did not previously exist 
or were serviced from different platforms (i.e., mutual funds vs. hedge funds)

As a corollary, we expect significant product development concurrent with the evolution 
from occupational pension schemes to defined contribution schemes (for example, the 
surge in popularity of unit linked insurance offerings)

Support and enable consistent transfer agency services to an investment manager that  
operates in multiple time zones and jurisdictions in order to capture and present data from 
all markets, by region, and/or by type of account
 
Serve as the foundation for the accelerating global transformation to the intermediary/
distributor business model and the required attendant technological advances that will be 
driven by the requirements of advisers

Handle various commission structures, price unbundling, lot tracking, and regulatory 
requirements that differ by geography (An offshoot is the potential proliferation of new 
funds/classes that separate out the pricing of the advice component, and/or the increased 
popularity in swap-based index tracking ETFs.)   In this regard, significant systems 
investments may be required

We refer the reader to section two of this white paper for a discussion of recent product 

developments and, as appropriate, the challenges inuring to transfer agent platforms to 

support these initiatives. 

Recent Developments in Fund Management

7 | Evaluating the Next Generation Transfer Agency Environment: A  Global Perspective



Evaluating the Next Generation Transfer Agency Environment: A  Global Perspective | 8

One interviewee described a nascent phenomenon that has the potential to eventually create 

Phase 6 in the evolution of the transfer agency. As noted previously, the transfer of power 

from the investment manager to the distributor began in the early years of the 2000-2010 

decade. The next step in that transition may be the expanded role of distributors in providing 

end-to-end investment solutions, that is, the distributor also becomes the manufacturer13. 

In that latter role, the distributor creates its own products (rather than simply offering funds 

sponsored by unaffiliated investment management firms), and hires third party investment 

manager(s) to manage all or sleeve(s) of the assets in that vehicle. With this transition, the 

distributor assumes responsibility for all fund management activities and assumes control 

of the fund’s entire revenue stream. Requisite to the potential success of this strategy is 

transparency around the manufacturer/distributor relationship (that is, the inherent conflict 

of interest) and clear, user friendly investor disclosures about the relationship and any 

‘incentives’ to influence the purchase decision. 

To quote this interviewee, “It remains to be seen if this will be a breakthrough strategy.”  

Several interviewees advised us that they have created broad relationships with distributors. 

If it turns out that Phase 6 has credence, a top priority for transfer agents will be the bonding 

of those relationships.

In a selected number of markets, this trend has been firmly established. The potential risk is that proprietary product 
could influence advisor sales efforts inappropriately. 

13



The changing global investment management 
environment (1990-2010)

While the historical European and North American investment management markets have 

continued to expand at a moderate pace during this period, the more significant change has 

been the growth of the Asia Pacific, Eastern European, Pan-American and African markets. 

As of the second quarter of 2010, the distribution of assets in the global mutual fund market 

($21.4T among reporting countries)14 was: Americas (55.9%), Europe (31.7%), Asia and 

Pacific (11.9%) and Africa (0.5%).

International Market Evolution

The following table15 provides a snapshot of portfolio investment assets by country for 1990 

and 2007. Not unexpectedly, every country we considered reported significant growth in 

assets during the period.

Country 1990 2007 % Change

Japan $37,798 $123,453 226.6
Singapore $1,610 $22,600 1,303.7
South Africa $332 $3,458 941.6
China $241 $2,324 864.3
Brazil $67 $286 326.9

United States $28,771 $294,573 923.8

France $8,409 $283,073 3,266.3
Ireland $465 $228,644 48,170.8
United Kingdom $29,952 $179,740 500.1
Germany $13,991 $178,416 1,175.2
Australia $380 $75,359 19,831.3
Luxembourg Not reported $174,516 N/A

Notwithstanding the tough global economic conditions during 2008-2009, global markets 

have continued to grow. In the following table, we consider growth rates for the four 

principal global regions and a selected group of countries for the period 2006 through the 

second quarter of 201016. We express all statistics in dollars, recognizing that the actual 

outcomes could vary if another base currency (such as the €) was used instead. 

Statistics in this paragraph are expressed in USD. Source:  Worldwide Mutual Fund Assets and Flows, Second Quarter 
2010, Investment Company Institute (“ICI”). The ICI compiles worldwide statistics on behalf of the International 
Investment Funds Association, an organization of national mutual fund associations. Data for the second quarter of 
2010 includes statistics from 45 countries.
UNCTAD Handbook of Statistics – Portfolio Investment Assets. All data in millions of US dollars. We caution that 
there may not be data comparability between the UNCTAD and ICI materials. Data for Hong Kong was not reported for 
either period.
% change statistics are not annualized.

14 
 
 
 
15 
 
 
16
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We note in particular the more rapid expansion of the developing/ emerging markets. These 

markets are particularly attractive to investment managers, transfer agency platform vendors 

and service providers because of their (a) burgeoning middle class, (b) increasing disposable 

income, and (c) need to build nest eggs for retirement income (that, among other things, 

would replace income from government pension schemes)17. For this table, we again use the 

ICI Worldwide Mutual Fund Assets and Flows data; all statistics are expressed in $ millions at 

the end of the respective periods. 

Region/Country 2006 2Q 2010 % Change

Americas $11,469,062 $11,991,170 4.6
Brazil $418,771 $807,565 92.8
Canada $566,298 $556,293 -1.8
United States $10,396,508 $10,500,691 1.0
Europe $7,803,906 $6,794,683 -12.9

Germany $340,325 $279,947 -17.7

Ireland $855,011 $837,373 -2.1
Luxembourg $2,188,278 $2,115,020 -3.3
Poland $28,957 $20,718 -28.5
Switzerland $159,515 $223,470 40.1
Turkey $15,463 $18,452 19.3
United Kingdom $755,156 $687,119 -9.0
Asia and Pacific $2,456,511 $2,549,304 3.8
China* $434,063 $298,308 -29.7
India $58,219 $118,380 103.3
Japan $578,883 $671,814 16.1
Korea (Republic of) $251,930 $252,851 0.4
Taiwan $55,571 $52,440 -5.6
Australia $864,234 $1,136,172 13.1
Hong Kong $631,055 Not reported N/A
Africa $78,026 $107,388 37.6

*2006 data was not reported, so we have substituted 2007 statistics. No data was reported after 2007 for 
Hong Kong.

This is the equivalent of moving from a defined benefit plan (the government pension scheme) to a defined 
contribution plan.

17

Based on BP’s Emerging Markets Research 2010 v1, we next describe some of the drivers of 

growth in selected representative markets. Again, we caution the reader to look beyond the 

inconsistencies of reported AUM and consider the growth trends in these markets.



Brazil AUM has reached $825B which places it 6th largest among world markets (larger, 

for example, than Italy, Spain and Germany). AUM have grown 40% from 2008 through 

2010 and reflect the introduction of numerous additional products including ETFs, venture 

capital funds, real estate funds, and receivable funds (securitization vehicle that offers tax 

advantages for investors). It is not unusual for funds to carry performance fees. Mutual funds 

can only be distributed through financial institutions (normally banks); brokerage firms are 

not authorized to sell mutual funds. Currently there is no supermarket distribution. Brazil is 

opening to cross-border sponsored/distributed funds. Fund-of-funds vehicles, which typically 

are administered from Luxembourg or Dublin, allow the selection of asset managers, an 

efficient sales vehicle in the local market and brand leverage. 

China has achieved AUM of $312B largely since opening the market to non-domestic 

products in 2004. SICAVs are the common external market-based instrument. A joint venture 

partner is required for non-China based firms to enter the marketplace and distribution 

remains solely via banks. Broker dealers have an active role in stocks and bonds but not 

mutual funds. Interestingly, long-term investing is a new – and not yet widely understood 

– concept, which augurs for significant future AUM growth. China’s product range includes 

QDII (Qualified Domestic Institutional Investor) and QFII (Qualified Foreign Institutional 

Investor) schemes. The former allows Chinese investors to buy foreign assets through a 

quota issued by the securities regulator to these qualified institutions, and the latter allows 

qualified foreign institutional investors to invest in listed securities in the local currency, again 

subject to a quota.

 

Hong Kong and Singapore have become regional hubs for the distribution of Luxembourg 

and Dublin-based UCITS to Asian markets (along with some UK and Cayman funds). The 

Singapore marketplace has seen the introduction of local products, which has resulted 

in some reversal from the prior Luxembourg/Dublin product prevalence. In addition, the 

Singapore government sponsors a mandatory pension plan, and uses the allocation of those 

assets as a lure to attract asset management firms to locate there. Most retail fund sales are 

accomplished through banks. 

Banks and insurance companies are the primary distributors in Taiwan. The majority of 

investments are into offshore funds. Malaysia and Thailand have seen moderate expansion 

in the sale of domestic products but have not fully adopted the distribution of externally 

originated product; as a result, their domestic products remain fairly well entrenched with 

retail investors

Korean investment products principally are domestic due to after-tax incentives; previously 

SICAV product registrations were common. Korea has developed a highly automated clearing 

system via omnibus accounts for domestic product transactions and follows a CSD (central 

depository) model. 
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The Japan market is evolving steadily although, for non-Japan based organizations, becoming 

active in Japan requires the establishment of a local partnership and the local taxation laws 

are very complex. 

Vietnam is an institutional-only market with limited retail activity. Enabling legislation is not 

yet in place to allow the distribution of open-end mutual funds. Notwithstanding its sizeable 

population, there has been minimal development in Indonesia.

The Australia market continues to exhibit meaningful growth in assets and funds. Assets are 

projected to reach $1,979 billion by 2015, and the number of managed funds has grown at 

an 11.9% annual rate since 1994. 

India is primed for further growth, particularly in the retail sector. There has been a 

proliferation in products (8,000 funds), and there are more than 50 million investor accounts. 

Yet, the household penetration of funds is less than 5%.  

South Africa has grown to $100B US AUM as the result of a significant intermediary/ 

supermarket clearing environment and the dominant use of omnibus accounts at both fund 

companies and intermediaries. Historically insurance products were very popular, but recently 

there has been a shift toward mutual fund offerings, particularly among young investors.

Poland has become a large market for accumulation and income funds and other products 

that are UCITS compliant. The Czech Republic distribution is primarily bank-centric (70%), 

with both bank sponsored and third party distributed funds, as well as both local and non-

local products from France, Luxembourg and Dublin.

Other Eastern European countries (Hungary, Slovenia, Ukraine, Romania, and Bulgaria) have 

small and limited markets, with Hungary being especially challenging because of difficult 

regulations and a requirement that custody be kept in-country. In general, these markets are 

dominated by bank distribution.

Finally, we would note that there is increased interest by Middle Eastern clients in distributing 

UCITS funds even as they are launching their own capital guaranteed investment products 

under the unit trust umbrella



Expanded Role of the Intermediary

There is an adage that investment products are bought and not sold. Given that over 90% 

of product in the United Kingdom moves through intermediaries, leaving a very small retail 

direct market, it appears to be true. Intermediaries in the end control the market because they 

control flows. The same phenomenon holds true in many other markets.

Intermediaries in the end control the 
market because they control flows

Distribution is also generally much more 

dependent on the person who serves as adviser 

to the end investor, rather than the associated 

company. Investors pick a person they are comfortable with, no matter the company that 

this person represents. Over the past few years, the intermediary distribution channel has 

been undergoing a restyling as highly effective intermediary producers move from working 

for big companies (e.g., the wire house broker/dealers) to more independent environments. 

Technology is being distributed that allows these producers to operate smaller and more 

independent businesses. Supermarket platforms in the UK and US are examples of this 

transformation within the market.  

Intermediaries are also trying to control product more so that clients will view the company 

as a more important participant in the process. These firms have developed asset allocation 

products where a small team of researchers will select the underlying investment options. 

A relatively small number of firms will often sponsor the ‘select’ investments in these 

programs, and these fund products will often account for 80% - 90% of sales. Intermediaries 

use research in combination with ‘pay to play’ approaches to give certain fund companies 

entree onto their approved lists of funds, and enables them to participate in sleeves of an 

investment vehicle.

 

Firms like Schwab and Merrill Lynch pushed the process further because of their distribution 

capabilities. Firms are willing to pay a toll in order to gain a presence on these platforms. 

Distributors may maintain the accounts of the end investors and receive compensation 

from the fund companies for servicing these accounts. The benefit to the distributor is the 

anonymity of the end investor to the fund company and the revenue stream inuring to the 

account servicing activities.

Investment Vehicle Expansion

In this section we discuss a number of the vehicles that are gaining traction in various global 

markets. We first consider investment linked products. Insurance companies increasingly are 

becoming an important distribution channel of mutual funds in Asia through investment linked 

products, which combine life insurance policies with protection elements and underlying 

investments.
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Generally distributors for these offerings are the banks. To satisfy the banks’ precise needs, 

insurance companies must offer a broad array of funds. Country regulations influence 

the number of providers, and the number of underlying funds is geography-specific18.  

Going forward, it is likely that exclusive relationships will be substituted with more 

preferred providers or open platforms. The shift toward more open architecture is a global 

phenomenon; the underlying thesis is that no single fund family can successfully manufacture 

all styles of funds. 

 

Unit linked products that mainly employed structured notes as the underlying investment 

have been replaced by Bancassure since the collapse of Lehman Brothers. In addition, these 

investment funds are being packaged in retirement product wrappers.

A second surging product type is swap-based index tracking ETFs that use swap based 

replication that also satisfies regulatory and tax regime requirements. Index exposure is 

achieved by entering into index swap agreements with counterparties that guarantee the 

performance of the underlying index to the ETF, net of the management fee19. European ETFs 

generally are subject to UCITS rules20. 

Sophistication of investment strategies, combined with the move to adopt regulated fund 

formats that provide transparency and liquidity, has led to considerable growth in UCITS 

funds. The UCITS brand is renowned worldwide. Many are distributed beyond Europe’s 

borders, particularly in Asia, the Middle East and South America. Luxembourg and Ireland 

are the leading source domiciles. As noted above, at this point most other emerging market 

domiciles mainly distribute domestic products.

Hedge UCITS, aka NEWCITS, are now being launched onto distribution platforms. Unlike 

traditional hedge funds, these structures provide liquidity, transparency of holdings and 

operate in a regulated environment; they are not highly leveraged and do not employ illiquid 

strategies. There will be a learning curve with retail side distributors to make them confident 

to discuss with end investors the investment techniques, liquidity profile21 and investment 

horizon, as well as their role in a client’s portfolio.  As we are witnessing in certain markets 

such as the United States, hedge strategies in a mutual fund structure are rapidly gaining 

in popularity (as measured by burgeoning AUM), and are gaining a permanent place in 

a client’s portfolio allocation. The increasing popularity of hedge mutual funds creates a 

servicing challenge for hedge fund administrators unused to ‘retail’ volumes and a concurrent 

opportunity for transfer agents.

In regions such as Asia, the investment appetite is for Asia-domiciled funds.
This ETF structure carries some counterparty risk exposure to the bank writing the swap.
In other markets there has been profound growth in ‘traditional’ (index) ETFs. Actively managed ETFs are a relatively 
new phenomenon, and as such have not yet gained meaningful AUM (other than those that are used for currency 
hedging purposes).
Not all NEWCITS are able to provide daily liquidity. 
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Global Distribution and Settlement 
An underpinning of asset growth is the maturation of the global clearing and settlement 

environment. This allows for an expansion beyond local market products, as well as the 

introduction of international/global solutions. Importantly, among other things a refined 

clearing and settlement environment ensures that:

Cash and securities are time-efficiently and effectively delivered between trading parties 
 
There is a single access point for straight-through-processing from initial order to final 
custody and settlement 
 
Financial transaction messaging is automated and standardizes financial transaction 
messaging 
 
Fund transaction processing is automated and fund passporting in the context of UCITS IV 
simplifies this process further

The most compelling benefits of a developed clearing and settlement framework include 

reductions in operational and administrative costs, a diminution in operational risks, and the 

elimination of manual processes and operational inefficiencies. 

Players in the international clearing and settlement arena include (but are not limited to) 

Clearstream/Vestima+, Euroclear/FundSettle, SWIFT and FundSERV. For countries without 

access to these facilities, reliance is instead placed on Real Time Gross Settlement (“RTGS”) 

solutions. 

Developing markets may not yet have automated clearing environments for mutual fund 

trades. Established clearing/settlement entities are focusing on creating additional automated 

clearing environments and the ability to support non-USD funds. 

Desire for a ‘Combined Picture’ of Wealth 

Effective oversight of the end investor’s portfolio no longer involves only those assets that 

are under the direct control of the adviser. Frequently investors do not house their assets 

solely in one repository and may not even tell their adviser about the existence of their other 

assets and the investment and asset allocation strategies that are being employed. Adding 

further complexity is the lack of information about the family’s assets. Whether or not all 

those asset pools are being managed by the adviser, he/she needs a holistic view of both the 

assets, the investor’s (and his family’s) financial goals, and liquidity needs in order to provide 

a comprehensive investment strategy, offer effective rebalancing advice (i.e., tax sensitivity), 

and portfolio optimization.
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As a result, there is a growing desire for a 

combined picture of wealth. This allows the 

adviser to migrate from a product approach to a 

consultative advisory model22.  

Combined picture of  wealth allows 
the adviser to migrate from a product 
approach to a consultative advisory model

Account aggregation is insufficient on its own to provide this holistic investment advice. 

Householding provides transparency across portfolios in a household, and allows the adviser 

to create a sound asset allocation policy that includes a tailored risk management plan. One 

industry contact reported that ‘the investment manager wants a single website to see all 

fund products and wrappers holistically’. In response, a number of firms are building global 

data warehouses to meet this need. The challenge is the ability to gather comprehensive 

information from different organizations, locations and back office platforms (i.e., trust, 

brokerage, retirement) to create that comprehensive picture. The technology and connectivity 

required to compile a unified household profile is undergoing continual development. 

Client Mobility

The term client mobility has several meanings. Subject to local regulations, mobility may 

include, but is not limited to: (a) an investor’s ability to research products regardless of 

domicile of origin; (b) acquire instruments from any domicile regardless of location (subject 

to tax considerations); (c) acquire and access information from various technologies, such as 

the internet or mobile devices; and/or (d) greater motility of the populace. 

An overarching description of client mobility would be the provision of client specific/

requested information at any time, from any location and by any communications vehicle. 

Any firm that supports either/both the end investor and the intermediary must be able to 

satisfy this definition. 

Evolving Commission Payment Regulations 

In Section One of this white paper, Evolution of the Traditional Transfer Agent Role, we 

suggested that there are additional evolving themes. One of the most noteworthy themes 

is the treatment of commissions/unbundling of advisory fees. This particular trend is not 

confined to one market such as the United Kingdom (i.e., the RDR regulations). A so-called 

variation on the theme is the US Securities and Exchange Commission’s proposed new rule 

to replace Rule 12b-1 under the Investment Company Act. Rule 12b-1 currently permits 

open-end mutual funds to use fund assets to pay for the costs of distribution. The proposed 

regulations (if adopted as promulgated) would effectively cap distribution payments, and 

are expected to result in new fund classes that separate core fund expenses from advisory/

distribution costs23. 

Likely continued changes in commissions and the unbundling of advisory fees will accelerate this shift.  
One fund company recently announced the creation of a new share class geared to the qualified retirement market that 
accomplishes the equivalent goal – separate the core fund operating expenses so that plan administration costs are no 
longer embedded in fund expenses. 
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Technology/operations changes and constraints

In the previous two sections of this white paper, we addressed the evolution of the traditional 

transfer agency role and the changes in the global investment management environment. 

The themes espoused in those sections coalesce in this section, which addresses changes 

in technology and operations, the ever-increasing demands on transfer agency platforms and 

their inherent constraints. We consider this issue against the backdrop of evolving solution 

requirements.

Supporting Multiple Business Models 

This issue is best framed as the need, availability and/or appropriateness of solutions that 

support multiple business models within a single instance/configuration or separate instances 

by product, geography and/or organizational unit. In any event, the adopted solution must be 

able to simultaneously support the investment manager (direct) and intermediary/distributor 

business models. 

 

Meeting this objective could optimally be accomplished via a single technology solution 

or alternatively by integrating multiple domicile-specific best-of-breed platforms with sub-

registers and omnibus trading between locations as necessary via ISO2002224. Based on our 

interviews with industry experts, they believe that there are few single-source technology 

solutions that are able to service the global marketplace. Instead, their perception is that 

most systems tend to be limited to servicing a select number of geographies, which may not 

be as well-placed to enable a pan regional or global deployment.

As a result, one current practice is for firms to link together several solutions to create a 

global platform; in this scenario one technology solution usually is predominant25. That is, 

the transfer agent may adopt a ‘company standard’ platform as the core of their global 

technology strategy and then partner with others to provide additional functionality that can, 

once combined, create the appearance of an integrated global solution. These ‘partners’ 

can either provide ‘off the shelf’ systems, develop bespoke solutions to meet the transfer 

agent’s requirements and/or provide full service to selected markets as an extension of the 

global transfer agent. Data repositories/warehouses become critical to this strategy in order 

to support global portal accessibility, inter-domicile data and reporting dependencies, and 

management fee rebate processing requirements. 

The International Organization for Standardization’s ISO 20022 provides a common platform for the development of 
messages using a modeling methodology to capture in a syntax-independent way financial business areas, business 
transactions and associated message flows, a central dictionary of business items used in financial communications, 
and a set of XLM design rules to convert messages into XML schemas, wherever the use of the ISO 20022 XML-
based syntax is preferred. (Source: www.iso20022.org)
It is not uncommon for these platforms to utilize local TA providers because a specific country focus may be required 
to address such issues as taxes.

24 
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Either a single platform or multiple-linked 

platform strategy would appear to be viable 

in the short to medium term. As greater 

functionality is achieved by the adopted 

‘company standard’ core technology solutions 

over time, it will facilitate a consolidation of 

The targeted end-state is “a single 
platform supported with front- and 
back-end solutions  and service 
centers.”

services onto that platform. The targeted end-state is “a single platform supported with front- 

and back-end solutions26 and service centers.”

Eliminating Manual Processes from Incomplete Straight-Through  
Processing Solutions

End-to-end automated processing solutions are imperative to reduce the so-called step-out 

protocols, which must be addressed either offline or manually. A byproduct of step-outs is 

increased costs and heightened risks of errors. Adding further demand for an automated, end-

to-end processing environment is the rapid expansion in the number of products, distributors 

and/or markets that must be supported. Transfer agency operations and platforms must be 

able to keep up with this product and distribution proliferation.

There is another dimension of straight-through processing that should not be disregarded. 

While a transfer agency may operate in a fully automated manner, certain markets do not yet 

offer automated country-wide clearing and settlement solutions. Over time we expect that 

this weakness will be addressed within rapidly developing markets such as India. 

Multi-Capabilities Must be Available to Service Distributors and Fund 
Managers across Jurisdictions

We define multi-capabilities as the ability to satisfy multi-lingual, multi-currency, multi-

time zone, multi-entity, multi-product and multi-structure servicing requirements. These 

market demands necessitate the application of either a follow-the-sun servicing strategy or 

the deployment of local servicing centers (as necessary). These scenarios do not take into 

account cost and management challenges. 

At the root of an effective servicing strategy is 

the recognition of the goal to support all clients 

through a single core platform (or one that 

seamlessly links multiple underlying systems 

to create the appearance of a single integrated 

platform) supported by one or more operations 

centers. 

At the root of  an effective servicing 
strategy is the recognition of  the goal to 
support all clients through a single core 
platform (or one that seamlessly links 
multiple underlying systems to create 
the appearance of  a single integrated 
platform) supported by one or more 
operations centers

What we refer to as ‘surround’ or ‘wrapper’  architectures26 



That core platform is likely to be supported by front- and back-office surrounds that, among 

other things, provide workflow, document output, website and call center support, as well as 

a data repository or warehouse. Few industry participants have been successful in achieving 

this goal to date.

Regardless of the number of physical locations in which an investment manager or distributor 

operates, they must be able to obtain a holistic view of their ‘data of interest’ via a single 

portal to the core platform. Depending on client preference, servicing can be handled through 

one or more strategically-placed servicing centers around the globe that harmonize the 

operating model and provide cost efficiencies. Going one step further, with the increasing 

focus on distributors and in-country distribution, it is not uncommon for the servicing 

infrastructure to selectively extend to local touch, that is, local personnel speaking the local 

language, with knowledge of local regulations. The servicing model employed is based on the 

needs in each particular jurisdiction, under the umbrella of ‘be close to the customer.’

Among our interviewees, this regionally focused deployment strategy was preferred over a 

follow-the-sun approach. Among the reasons offered were the ability to capture local market 

nuances, greater effectiveness of local training, and local/regional jurisdictional knowledge. 

As expressed by one industry contact, “a single service associate, no matter how well 

trained, is unable to effectively handle all jurisdictions.”

Handling of Projected Processing Volume Changes with Available  
Solutions

As discussed in section two of this white paper, the ‘menu’ of fund structures is continually 

expanding, and the systems employed must be sufficiently flexible to handle both the product 

type and volume requirements. This presents additional challenges to older technology 

mainframe-centric systems since they inherently lack flexibility to (a) scale to accommodate 

changing volume demands, and (b) support new product introductions in a timely manner. In 

addition, interviewed industry contacts indicated that the ideal technology platform requires 

a “flexible front-end to accommodate country unique language, currency, regulations and 

address formats.”

Regulatory Changes, Compliance Issues and Related Platform  
Upgrades

There exists a smorgasbord of regulations and compliance topics that must be accommodated 

within the transfer agency solution. Moreover, the medley of regulations continues to evolve 

and/or expand both at a regional and country-specific level, which necessitates continual 

evolution of existing monitoring and reporting functionality. Transfer agents should be able 

to accommodate these shifts in a timely manner via enhanced operating processes and/or 

automation. Of course, any such changes must be communicated to, and implemented by, the 

servicing hub(s), and as appropriate the local on-the-ground operations.  
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Networking and Accessibility

We can best describe the demand for networking and accessibility as being driven by 

increasing globality and mobility. The transfer agent must have sufficient flexibility to be 

able to support a broad range of communications means – whether the internet, VRU, VPN, 

or mobile devices. The transfer agent also must be geography agnostic to ensure that the 

investment manager, distributor and/or end investor has access to their desired information at 

their convenience and via their selected communications means. 

This increasingly broad swath of accessibility should translate over the long term into more 

cost-efficient (and less people intensive) operations. 

Margin Pressures

Scale increasingly is defining success in the transfer agency business. Without being able 

to leverage scale in a highly price-competitive market, transfer agents are constrained from 

implementing new, market responsive – and potentially differentiating – technologies. To 

that end, we are witnessing significant restructuring via consolidation to a smaller number of 

players with increased girth.

The resulting operational scale should enable the survivors to be able to handle increasing 

volumes at lower marginal costs. If successful, those firms would be better positioned to 

compete on price. 

Reporting Access

Operations groups, investment managers, distributors and investors each have discrete 

informational requirements, but each party ‘wants its data’ via dynamic and real-time 

reporting access. 

This demands that the transfer agency solution 

be able to offer access to all of the information 

desired by each constituency. Whether the goal 

is a single view of volume changes, transaction 

counts or status for the operations group, or 

tailored views for the fund manager, the

Transfer agency solution be able to 
offer access to all of  the information 
desired by each constituency

transfer agency solution must be able to offer access to the appropriate information via a 

single portal. To accomplish this objective, the transfer agency solution must be able to 

collect and organize information on products, holdings, sales, and geographic activity, as 

well as an array of other user-specific data in an integrated manner within the platform, the 

surround systems or a data repository/warehouse. The bottom line is that providing such 

information aggregation and accessibility requires a significant investment in technology. 



Surmounting Existing Processing Platform Constraints 

The constraints of legacy processing platforms may include (but are not limited to) 

shortcomings in scalability, adaptability and/or flexibility due to the employed development 

language, technology, and/or application architecture. Platforms are evolving to address 

some/all these limitations. Interviewees suggested that there are three potential near-term 

solutions to address these drawbacks, including (1) the enhancement of the core platform via 

the introduction of surround functionality, (2) migration to another platform, and/or (3) the 

implementation of a redundant physical presence in an imperfect number of domiciles. 

Real Time Interfaces between Core Transfer Agency Platforms and 
Third Party Solutions

Core transfer agency platforms must be able to support real-time interfaces with an 

expanding range of best-of-breed third party solutions through using modern protocols and 

messaging standards such as ISO 20022. Examples of those solutions include, but are not 

limited to, CRM, Interactive Voice Response (IVR), workflow, regulatory and client reporting, 

compliance and tax calculation engines. Instead of one end-to-end platform that would be 

able to accomplish this broadening suite of functionality needs, the solution may be for the 

core platform to be able to talk with accompanying best-of-breed solutions. 

Data Warehousing

There are myriad other informational demands that the transfer agency solution must be able 

to accommodate. Existing requirements and/or the emergence of new regulations are driving 

transfer agency to employ (and make substantial investments in) the equivalent of a data 

warehouse or repository that bridges the core platform and the surround solutions to support 

the timely availability of dynamic, tailored information. This data delivery functionality must 

be ‘end user friendly’ to enable non-technical resources to access, extract and apply available 

data without requiring the labor intensive involvement of transfer agency staff.
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Current state summary

The preceding sections addressed the evolution of the traditional transfer agent role, the 

changing investment management environment, and technology/operations changes and 

constraints. Although addressing different topics, a number of common themes were 

frequently advanced. This section will group those propositions to create a blueprint of the 

current state. 

1. Geography has an impact on the deployment of technology

If or until current domicile-specific uniquenesses are eliminated, more costly local call centers 

may remain the primary investor communication means. In any event, transfer agents must 

offer a broad range of communications solutions to satisfy diverse local requirements; for 

example, if internet access is not widely available, mail, fax, telephone and apps for mobile 

devices (e.g., smart phones, etc.) may remain the most prevalent alternatives. In addition, 

the continuing expansion of regional or country specific regulations necessitates the ongoing 

evolution of a transfer agent’s local service delivery, monitoring and reporting functionality.

This theme, which is inextricably tied with number 1 above, is manifested in such areas 

as the limited types of both financial and non-financial transactions that an end investor is 

eligible to conduct on a self-service basis in certain domiciles.

Depending on the particular market, local or regional challenges may include (but are not 

limited to): 

Lack of automated trading, settlement and reconciliation utilities 
 
Absence of communications infrastructure, including convenient internet access
 
Controls and restrictions on the employment of end user self-service functionality
 
Different/unique regulatory schema 
 
Closed (local market) products vs. more broad-based cross-border product distribution

2. The local regulatory climate cannot be disregarded

While there are significant cost efficiencies in migrating investors to self-service solutions 

(and away from people-intensive communications channels like a call center), local cultural 

mores may preclude that shift. 

3. Local culture influences the adoption rate for various technologies

This theme was manifested in two areas; the continued use of facsimile (fax) as an 

‘automated’ communications means, and the lack of straight-through processing (STP) 

solutions in local markets, both of which translate to processing inefficiencies.

4. Communications and technologies may remain ‘behind the times’
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5. There is an array of market-driven, emerging global themes

The following unfolding market-driven themes individually and collectively present challenges 

to the transfer agency business: 

Commissions are being disallowed, prices are being unbundled, and lot tracking must be 
instituted 

Distribution is expanding cross-border, and heretofore closed local markets are opening to 
offshore distribution 

Investment products are proliferating. New product structures are being introduced, and 
specific products are being designed for individual distribution channels. In addition, 
there is a surge in regulated fund products that provide transparency and liquidity for the 
investor; a noteworthy example is alternatives such as hedge funds in mutual fund-like 
wrappers 

Occupational pension schemes are being replaced by defined contribution plans 

Services across multiple time zones and jurisdictions must be offered to support the 
increasingly mobile global investor 

Open platforms (and preferred providers) are fast becoming a ‘distribution norm’ 

6. The role of the distributor continues to move toward ‘center stage’

Under this power shift, the distributor increasingly assumes two roles: as the named 

investment manager; and selecting the sub-advisers or sleeve managers for their proprietary 

investment offerings. Even as the distributor’s prominence increases, its advisers selectively 

continue to migrate to smaller and more independent business models; this necessitates 

increasing investment in the requisite supporting technology. Most importantly, globally the 

product sales approach is being supplanted by a consultative advisory model. 

This latter trend demands the deployment of global data warehouses that enable the 

collection of comprehensive information from different organizations, locations and back 

office platforms to create/maintain a comprehensive global investor profile and holdings 

repository. 
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Conclusion – the marketplace need for a global solution

Against the backdrop of the current state presented in the preceding section, we conclude 

part 1 of this White Paper with an overview of the marketplace need for a global solution. 

To do so, we amalgamate the following delivery platform challenges because they go hand-

in-hand and must be supported with at least the perception of a global solution. These 

requirements may be such that, over the longer term, older mainframe-centric solutions will 

lack the flexibility, scalability and adaptability to accommodate changing volume demands 

and enable new product introductions in a timely manner. In the near term, however, both 

traditional mainframe solutions and more modern server-based object oriented technologies 

will be utilized to address this expanding requirement for a global solution. 

 

In sum, multiple business models must be supported either within one or multiple instances 

of a single global platform solution or via the integration of separate best-of-breed solutions 

by product, geography and/or organizational unit. 

At its core, the transfer agency solution must be able to support both the investment 
manager and the intermediary/distributor business models. 

Core transfer agency platforms must be able to support real-time interfaces with an 
expanding range of best-of-breed third party solutions using modern protocols and 
messaging standards. Until available platforms support the full suite of transfer agency 
functionality needs, each core platform must be able to talk with accompanying best-of-
breed solutions. 

The rapid expansion in the number of products, distributors and markets demands 
automated end-to-end processing. 

The core platform, or the linked best of breed platforms, must be able to support one or 
more operations centers. 

Regardless of the number of physical locations operated by the investment manager or 
distributor, the core and/or surround transfer agency solution must be able to offer a 
holistic view of the data of interest (i.e., products, holdings, geographic activity) via as 
many portals as required to support the needs of the client base. 

Data warehouses/repositories will be critical to support global portal accessibility and inter-
domicile data and reporting dependencies.

The application of activity based models will enable common, function-based processes 
and therefore, greater efficiencies.

Increased platform extensibility will enable clients to incorporate enhancements without 
the involvement of the platform provider. 
 
Client-configured data presentation formats for both fund managers and distributors will be 
facilitated.
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The ideal end state technology solution will be a single global platform that may be combined 

with multiple front- and back-end surround solutions deployed via service centers in multiple 

selected locales to satisfy market specific requirements.  The migration to that ideal end state 

may involve the adoption of a standard core technology solution that, over time, facilitates 

the consolidation of other related functionality – surround solutions and best-of-breed 

platforms – onto that platform. Surround solutions may continue to handle ancillary services 

such as workflow, document output, web services and call support – as well as the de 

rigueur data warehouse/repository that enables data access, extraction and reporting without 

expensive and labor intensive staff involvement.
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