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The Market is Changing Rapidly

Data 

Proliferation

● Mounting volume of 

investment data 
across multiple 

systems

● Significant Growth
of more complex, 

unstructured data 
and results

● Clients demand 

faster, more flexible 
access to data 

Regulatory 

Challenges

● Domicile-specific 

regulatory regimes 
are driving new 

requirements

● Regulators are 
demanding 

increased 
transparency 

● Increasing focus on 

investment policy 
compliance and 

monitoring

Increased 

Importance of 

Risk in Search 

for Alpha

● Financial crisis 

drawdowns are 
leading to spotlight 

on risk management

● Risk / performance 
trade-offs are 

receiving fresh 
consideration; 

continued 

convergence of 
performance and risk  

● Low interest rates 
create dependence 

on riskier asset 

classes to generate 
returns / alpha 

Technology  

Advancement 

Enabling New 

Analytic Approaches

● Technology 

advancement is 
driving more 

sophisticated 

analytics and better 
transparency, new 

analytic approaches 
and new insights

● Daily and near real 

time performance 
views, security and 

strategy level 

Globalization and 

Expanding 

Investment Options

● Continued 

expansion into 
new asset classes 

and geographic 

regions

● Increasing asset 

class breadth is 
driving move from 

individual asset 

class to multi-
asset 

class tools
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Most Important Business Challenges to Manager - whether it 
is with a Product, by Outsourcing, or by Building

Business Imperatives

• Increase investment performance 
through better operational alpha

• Identify and execute new product and 
distribution opportunities

• Prioritize funding for capital upgrades 
and other strategic initiatives

• Provide superior client service in a 
highly competitive business 
environment

Operational Efficiency 

• Configure the operating                          
model to best support an                    

evolving front office

• Identify opportunities for cost efficiencies

Technology & Data Stewardship

• Develop and maintain an enterprise data 
management framework to meet enterprise 

needs

• Integrate information to                     
support trading, valuation,                             

tax and reporting                                            
requirements

Regulation & Compliance

• Keep pace with an increasing volume 
of complex global regulatory changes

• Remain compliant with 

an expanded set of 
reporting requirements 

Risk Management

• Implement better risk 
identification and 

mitigation measures  

• Create more transparent insight into 

portfolio and performance 
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The Key Drivers The Manager Needs To Consider & What Is 
The Most Viable Option That Best Aligns With The Firm

1. COST

– Building – potential perception that it is cheaper than a Product however the 

support and consistent delivery of new requirements due to the firm’s growth 

cannot be underestimated.

2. SCALE & COMPLEXITY

- Everyone can build software, however what initially looks simple may turn 

complex quickly. Need to factor in time constraints & an evolving budget, and the 

ever changing regulatory requirements. 

- Buying however allows the manager to leverage on the know-how, expertise and 

economies of scale embodied in software packages provided by the vendor.

- Many investors do spend countless amounts of dollars internally to build a 

system, only then to go to the market a few years later because they need a 

complete re-write due to massive scalability issues.
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The Key Drivers The Manager Needs To Consider & What Is 
The Most Viable Option That Best Aligns With The Firm

3. FLEXIBILITY & PRODUCT CHANGE

– Customising an in-house solution involves a level of operational risk. Plus, given that 

vendors tend to provide one release at a time to clients which are all on the same 

platform, the perception that it may be impractical for the vendor to customise its 

product to each client. 

– A strong and mature product should never have to adapt its functionality with 

complicated scripts and other workarounds. Rather it should be all fully configurable 

within the solution.

– The reality is that throughout the years, several tweaks may have been added within 

the manager’s production environment - including tweaks that might have been 

forgotten about and become the norm over time, hence bringing significant instability.

4. TIME

– Developing software in-house will always be perceived as being more time consuming 

and involving a lengthier process compared to buying. A key element for being able to 

deliver on time is to get the commitment of not only the vendor but also of the internal 

sponsors.
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The Key Drivers The Manager Needs To Consider & What Is 
The Most Viable Option That Best Aligns With The Firm

5. RISK

– Not being able to complete the in-house project on time, budget constraints, and staff 

turnover resulting in the loss of the expertise. Buying a software solution whether 

hosted in the cloud or locally deployed can also introduce vendor risk, also called 

counterparty risk.

– The manager must make sure that the vendor is of a certain size, potentially bigger 

than the buyer’s own business. That ensures the counterparty will still be in business 

despite changes in market conditions, among other elements

– Other risks to identify, include the capabilities of the vendor regarding documentation, 

support staff, maintenance time and responsiveness. The model must show 

sustainability and consistency.

6. CLIENT SUPPORT

– Effective and comprehensive client support from the vendor is a fundamental factor in 

determining the viability of buying vs. building (and even outsourcing), being in the 

cloud or locally hosted.

– Response time, level of expertise and language skills are all key factors to consider. 
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Buy

Build

Product

Outsource

Cloud, 

or Local

- Standardization

- Risk Reduction
- Headcount reduction/IT 

Backoffice

In Conclusion
Benefits of Partnering with a Vendor - whether it is for Product (Cloud, or Local), 

or a Full Outsource

Decision Tree

- Future Proof, Regulations

- Access to Best Practice 
- TCO is less in longer term

- Right if it provides  an 

Edge to the firm
- Marginalized functions
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Front Office 

revenue generation, 

sales, finance

Middle Office 

risk , performance, 

IT management

Back Office 

records, clearance,

accounting, settlement,

compliance

Large or Sophisticated

DataGX

GX 
Investment 

Analytics

GX 
Software 

Solutions

GX 
Innovation 

and 

Advisory

Small or Unsophisticated

Advisory

truView+®: risk factors

Investable Product Models

Investment Labs

truView+: VAR, liquidity, EEM MIG21®: trade compliance

truView+: risk analytics and regulatory reporting

PAM®: accounting

AMS: portfolio management, order management, risk, compliance, reporting

DataGXSM: reporting, data aggregation, data management

About US – State Street Global ExchangeSM

The four pillars of State Street’s research, data and analytics practice

GXN-3923



Limited Access9

Disclaimer

State Street Global Exchange℠ is a trademark of State Street Corporation (incorporated in 

Massachusetts) and is registered or has registrations pending in multiple jurisdictions. This document 

and information herein (together, the “Content”) is subject to change without notice based on market 

and other conditions and may not reflect the views of State Street Corporation and its subsidiaries and 

affiliates (“State Street”). The Content provided is for informational, illustrative and/or marketing 

purposes only; it does not take into account any client or prospects particular investment or other 

financial objectives or strategies, nor any client’s legal, regulatory, tax or accounting status, nor does it 

purport to be comprehensive or intended to replace the exercise of a client or prospects own careful 

independent review regarding any corresponding investment or other financial decision. The Content 

does not constitute investment, legal, regulatory, tax or accounting advice and is not a solicitation to buy 

or sell securities, nor is it intended to constitute any binding contractual arrangement or commitment by 

State Street of any kind. The Content provided was prepared and obtained from sources believed to be 

reliable at the time of preparation, however it is provided “as-is” and State Street makes no guarantee, 

representation, or warranty of any kind including, without limitation, as to its accuracy, suitability, 

timeliness, merchantability, fitness for a particular purpose, non-infringement of third-party rights, or 

otherwise. State Street disclaims all liability, whether arising in contract, tort or otherwise, for any 

claims, losses, liabilities, damages (including direct, indirect, special or consequential), expenses or 

costs arising from or connected with the Content. The Content is not intended for retail clients or for 

distribution to, and may not be relied upon by, any person or entity in any jurisdiction or country where 

such distribution or use would be contrary to applicable law or regulation. The Content provided may 

contain certain statements that could be deemed forward-looking statements; any such statements or 

forecasted information are not guarantees or reliable indicators for future performance and actual 

results or developments may differ materially from those depicted or projected. Past performance is 

no guarantee of future results. No permission is granted to reprint, sell, copy, distribute, or modify the 

Content in any form or by any means without the prior written consent of State Street.

© 2017 State Street Corporation, All rights reserved.
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