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FOREWORD

Since joining BNY in February 2024, I've
prioritized spending time with our product
and business teams, influencers like research
firms and consultants, and of course - our
clients. What continues to excite me is the
incredible amount of opportunity data
management and investment analytics can
provide to ease operational pressures and
drive long-term growth plans.

I’m consistently hearing that our asset manager and owner clients, alike, are
looking to increase efficiencies and build new partnerships; all while striking
a delicate balance between maintaining resiliency and driving innovation at
scale.

The urgency to unlock the power of data has made digital transformation
a business imperative. Organizations feel increasing pressure to make
their data work harder and are eager to adopt solutions powered by cloud
computing, artificial intelligence (Al), and machine learning (ML).

The common barrier I've heard is that there’s a fear of the unknown and a
concern that such a change would be overwhelming for the existing staff.
And we get it - embracing emerging tech capable of managing and analyzing
data at scale can be time and labor intensive. That’s why asset managers and
owners are looking outside their own walls for the support and capabilities
they need, at a manageable cost: tapping fintech disruptors for their
innovations and expertise, outsourcing data activities and reporting, and
fostering deeper strategic alignment with existing service partners.

As part of the larger “Future of Asset Management” study, we examined the
challenges and ambitions our clients experience in their efforts to put data
into action.
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METHODOLOGY

Mergermarket, in partnership with BNY Mellon, surveyed 106 asset managers and
94 asset owners from around the world to gain insights into key trends in the asset
management industry.

NORTH AMERICA EUROPE, THE MIDDLE EAST & ASIA-PACIFIC (APAC)

T 0%

Half of all respondents were based in North America, 40% in Europe, @ All responses are anonymous and
the Middle East & Africa (EMEA) and 10% in Asia-Pacific (APAC). results are presented in aggregate.

@ Asset managers Asset manager respondents represented organizations with varying levels

@ Private Equity Firms of assets under management (AUM), from at least US$1billion to upwards of
Infrastructure/Real Estate US$500 billion. These respondents included large-scale, diversified asset
asset managers managers (44%), private equity (PE) firms (22%), infrastructure/real estate
Hedge funds asset managers (16%), hedge funds (9%) and direct lenders (also 9%).

Direct lenders

Among asset owners, respondents represented organizations with at least
US$10 billion AUM, to upwards of US$500 billion. These respondents included
pension funds/trustees (49%), insurance companies (30%), endowments/
foundations (13%), sovereign wealth funds (5%) and central banks (3%).

@ Pension funds/trustees

@ Insurance companies

® Endowments/foundations
Sovereign wealth funds

Central banks
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Data and Technology

DATA STILL
DOMINATES

Reliance on data and analytics was identified as the
top trend in asset management over the next 3-5
years by both asset managers and asset owners. They
feel the pressure to seize opportunities being created
by big data and the technology that can be used

to analyze it, including cloud computing, artificial
intelligence (Al) and machine learning (ML).

What do you think will be the top trend in asset management over the next 3-5 years?

INGREASED RELIANGE ON DATA FULL INTEGRATION OF ESG DATA EVOLUTION OF TECHNOLOGY
ANDANALYTIGS (E.G. ROBO ADVISORS)

1% ”
M E e

For some, this focus on data may involve internal changes, while others

seek outside support. Integrating data sources and improving transparency
was cited by asset managers as a top priority over the next 24 months. But
increased complexity of both data and its application are challenges. When
asked what hindered their ability to extract meaningful insights from their
data, there was little consensus. Instead, it appears a range of barriers exist.
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“Data-driven insights, swifter
decision making and improved
risk management potential
are some of the benefits of
using data and analytics across
asset management functions.
These benefits will increase
the reliance of data and
management.”’

DIRECTOR, PRIVATE EQUITY FUND, SPAIN

“It’s essential to accelerate the
analytics and data processing
technologies. We cannot work
with older technology because
it makes us less competitive.”

HEAD OF DATA MANAGEMENT &
ENGINEERING, INSURANCE COMPANY, U.S.

New technologies — from machine learning to blockchain — may help, and
were identified as another top trend in the survey. Greater and more expansive
use of tech-related tools was high on the list of spending and development
priorities for both asset managers and owners. Greater emphasis on digital
tools was also linked to areas respondents are considering for outsourcing
opportunities.

Finding in-house solutions is not off the table, though respondent groups
differed in their approaches. Asset managers are looking to hire more
specialist staff and increase spending on digital plans. Alternatively, asset
owners are exploring partnerships — from cocreating new products to
increasing reliance on their existing financial service providers.

Both groups are eyeing advancements in artificial intelligence as a potential
solution for a variety of needs. For example, when asked what capability or
technology they plan to develop over the next three years, 45% of respondents
said Al and predictive analytics (20% and 25%, respectively). In fact, 67% of
asset managers surveyed said they were already using ML/Al to drive change
in their business.

At the same time, these trends pose a disruptive threat to asset managers
wedded to older operating models as scalable and robust solutions are
expensive, complex, require new technology and demand cultural change to
implement.
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“Since there are multiple data
sources, we have to ensure that
data management is conducted
securely and also favorably for
different departments.”

CHIEF INFORMATION SECURITY OFFICER,
MULTI-ASSET FUND, U.S.

Adapting the Front Office with Data
Management, Al and Integration

For the front office, asset managers are looking to harness technology across
the gamut of functions: including the full suite of analytics to portfolio
management teams, providing insights around performance and risk
attribution, deepening research and analyzing trends.

Most asset manager and asset owner respondents intend to employ Al and
predictive analytics over the next three years, in addition to technologies
such as cloud computing that can support the increased computing power
necessary for adequate data storage and processing.

The main challenge with the application of advanced analytics, however, is an
ability to integrate data from an increasingly rich set of sources in a way that
will adapt to the front office.

In which parts of your organization
are you looking to expand the
deployment of data analytics and
insights and digital capabilities/
technologies?

I 7

Front-office risk management

68%

0
Portfolio management

66%

0

Research

66’

0
Corporate functions

9%

0

Unlock back-office operational
efficiencies

0 100

Percentage of asset managers and asset owners planning to
further develop capabilities in Al (56%), predictive analytics
(51%) and cloud computing (41%) over the next three years.

0
Al
06%

Predictive
analytics

all

Cloud
computing

41%
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What are your current
arrangements and
outsourcing plans for the
following areas of your
business?

(Data management
infrastructure)

32%

21%

How do you anticipate your priorities shifting
over the next 1-2 years?

Asset managers and asset owners recognize they cannot continue making
incremental improvements confined to silos in their organizations. The
volume, velocity and complexity of harnessing data is difficult to manage at
scale, from the delivery of actionable insights to ensuring data flows cleanly
and seamlessly through the back, middle and front office. Accordingly, 37% of
asset managers identified integration of data sources and increasing visibility
end-to-end as a top three priority over the next 1-2 years.

A more holistic approach to analyzing, using and integrating data with new
technology that spans the entire business is necessary and many firms

are turning to service providers for full support. Similar proportions of
respondents have plans to outsource or explore the outsourcing of data
management infrastructure (26%) and data operations and/or analytics
(29%). However, more than half of respondents (53%) already outsource both
functions to some extent.

@ !n-house with plans What are your cu rrent @ In-house with plans
to outsource/explore to outsource/explore
outsourcing arrangements and outsourcing
Currently outsourcing Outsourcing plans for the Currently outsourcing
with no plans to expand . with no plans to expand
outsourcing follOWIng areas of your outsourcing

@ Currently outsourcing busineSS? @ Currently outsourcing
with plans to expand . with plans to expand
outsourcing (Data operations and/or outsourcing

analytics)

26% o, 8%  28%

Outsourcing includes a range of
services from managed support
services to fully outsourced

activities: Data management
infrastructure.

Implementation and Integration Challenges
for Scalable Technology

The barriers facing asset managers and owners as they work to effectively
manage their data are vast.

» Some 80% of asset owners agreed their biggest barrier to effective data
management was the ability to obtain real-time, high-quality data that is
reliable, complete and fresh.
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Barriers to managing data ranked
first

I 2%

Technology limitations to hold and
extract data

19%

Unstructured data sources

o 13%

Incorporating external data

g2

Obtaining real-time, high-quality data

B i2%

Reliability, completeness and
freshness of data and sources

o 12

Difficulty aggregating across
fragmented infrastructure to create
single, centralized source

Getting consensus from internal
stakeholders

0%

Lack of skilled staff

o

 Alternatively, there was little consensus in asset manager responses.
Though 37% of managers said integrating data sources and increasing
visibility would likely be a top three priority over the next few years.
When asked to single out their top priority, data ranked first — alongside
introducing operating model changes. Overall, the challenges in data
management appear to be scattered across the range of options, from
technology limitations to incorporation of external data.

Similarly, managers do not face a single barrier in extracting meaningful
insights from data. Perhaps the most uniform culprit was thought to be data
complexity, with 24% of those surveyed choosing it as the top barrier, closely
followed by 23% selecting the inability to capture certain types of data or the
lack of proper analytical tools.

The growing number of data sources and wider range of data types under
analysis can complicate the generation of meaningful insights. Both asset
managers and asset owners cite the complexity of data and the difficulties of
working with unstructured data as major obstacles.

Companies based in North America seem the most interested in data
management. When asked about strategic imperatives, 20% of North
American respondents said creating a data management and governance
model to support growth. This compares to 10% of those based in the EMEA
regions and 0% of Asia Pacific survey participants.

Yet all three regions placed providing a better client experience and more
transparency to stakeholders as a top three consideration over the coming
year. Here, 40% of respondents in Asia Pacific placed a higher importance on
transparency versus 32% in North America and 31% in EMEA.

Which are major barriers to extracting meaningful insights from your data?

Complexity

Unstructured
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“We do have skilled staff for
managing current processes.
But when it comes to advanced
technologies, there is a skill
shortage. The current teams
will not be able to manage
newer responsibilities.”

CHIEF DATA OFFICER, HEDGE FUND, UNITED
KINGDOM

“When we consider integration
challenges with legacy IT
systems, we aren’t referring to
very old systems. There have
been regular upgrades also,
but technology is becoming
obsolete too soon.”

CHIEF INFORMATION TECHNOLOGY
OFFICER, SOVEREIGN WEALTH FUND, U.S.

Some 24% of asset owners believe that a data management platform would
help them consistently extract insights from data, rather than merely manage
it. A platform is one model for data management, but any solution requires
digital and operational changes that present several challenges. Beyond the
financial cost, these include integration difficulties with existing and legacy
systems, where “half-lives” are getting shorter as the pace of innovation
accelerates:

In addition to integration difficulties with legacy IT systems and technology,
firms need the right people to pursue their digital ambitions: 53% of asset
managers and 28% of asset owners view recruiting or retaining skilled and
specialist staff as a top priority for accelerating digital transformation.

Which factors will pose the biggest challenges to implementation?

Internal resistance to
change

0%

Integration difficulties
with legacy IT systems and
technology

0%
@ Asset managers

® Asset owners

Size of investment required Lack of appropriately
and/or inadequate/ skilled and/or specialist
uncertainty around funding staff

Regulatory concerns
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Key Disruptors: Startups and Fintechs

“These innovators have
introduced efficient solutions An overwhelming majority of both asset managers and asset owners (95%)
for problem areas such ranked startups or fintechs as one of the top three disruptors in the sector.
as proxy voting and class To keep pace with these innovative solutions, service providers have

concluded “if you can’t beat them, join them” — leading to the formation of

actions and are streamlinin, _ L _ ) T
& alliances with fintechs or the onboarding of their solutions in-house.

communications between
the triumvirate of the broker, This approach is not reserved for service providers — 39% of asset managers

reported plans to pursue third-party partnership(s) with a fintech to

custodian and investment o : . . o
accelerate digital innovation, with 22% planning to acquire a fintech to

manager. achieve the same goal. Alternatively, 61% of asset owners’ primary strategy
for accelerating digital innovation is to cocreate new products or services
PARTNER, ASSET MANAGER, U.S. with clients.

“As startups introduce new ideas
each time, they are raising
the benchmark for traditional
firms. They are creating more
competition in markets and
gaining a higher market share.”

HEAD OF TECHNOLOGY, INSURANCE
COMPANY, GERMANY

Which do you see as the biggest disruptors in the industry? (In rank order)

1 2 3

Startups Fintech Regulators

29%

17% 20%

Fintech Private Investment managers Fintech

17% 12%

Asset owners

17%
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Disclaimer and Disclosures

bny.com

BNY, BNY Mellon and Bank of New York Mellon are the corporate
brands of The Bank of New York Mellon Corporation and may be used
to reference the corporation as a whole and/or its various subsidiaries
generally. This material does not constitute a recommendation by

BNY of any kind. The information herein is not intended to provide tax,
legal, investment, accounting, financial or other professional advice

on any matter, and should not be used or relied upon as such. The
views expressed within this material are those of the contributors and
not necessarily those of BNY. BNY has not independently verified the
information contained in this material and makes no representation as
to the accuracy, completeness, timeliness, merchantability or fitness
for a specific purpose of the information provided in this material. BNY
assumes no direct or consequential liability for any errors in or reliance
upon this material.

The Bank of New York Mellon, a banking corporation organized pursuant
to the laws of the State of New York, whose registered office is at

240 Greenwich St, NY, NY 10286, USA. The Bank of New York Mellon is
supervised and regulated by the New York State Department of Financial
Services and the US Federal Reserve and is authorized by the Prudential
Regulation Authority (PRA) (Firm Reference Number: 122467).

The Bank of New York Mellon operates in the UK through its London
branch (UK companies house numbers FC005522 and BR000818) at
BNY Mellon Centre, 160 Queen Victoria Street, London, EC4V 4LA and

is subject to regulation by the Financial Conduct Authority (FCA) at 12
Endeavour Square, London, E20 1JN, UK and limited regulation by the
PRA at The Bank of England, Threadneedle St, London, EC2R 8AH, UK.
Details about the extent of our regulation by the PRA are available from
us on request.

BNY Mellon Fund Services (Ireland) Designated Activity Company is
registered with Company No 218007, having its registered office at One
Dockland Central, Guild Street, IFSC, Dublin 1, Ireland. It is regulated by
the Central Bank of Ireland.

The Bank of New York Mellon operates in Germany through its

Frankfurt am Main branch (registered in Germany with Registration

No. HRB 12731) at Friedrich-Ebert-Anlage 49, 60327 Frankfurt am

Main, Germany. It is under the supervision of the German Central Bank
and the Federal Financial Supervisory Authority (Bundesanstalt fir
Finanzdienstleistungsaufsicht, Marie-Curie-Str. 24-28, 60439 Frankfurt,
Germany) under registration number 10100253.

The Bank of New York Mellon SA/NV, a Belgian public limited liability
company, with company number 0806.743.159, whose registered office is
at Boulevard Anspachlaan 1, B-1000 Brussels, Belgium, authorised and
regulated as a significant credit institution by the European Central Bank
(ECB), under the prudential supervision of the National Bank of Belgium
(NBB) and under the supervision of the Belgian Financial Services and
Markets Authority (FSMA) for conduct of business rules, a subsidiary of
The Bank of New York Mellon.

The Bank of New York Mellon SA/NV operates in Ireland through its Dublin
branch at Riverside I, Sir John Rogerson’s Quay Grand Canal Dock, Dublin
2,D02KV60, Ireland and is registered with the Companies Registration
Office in Ireland No. 907126 & with VAT No. |IE 9578054E. The Bank of New
York Mellon SA/NV, Dublin Branch is subject to additional regulation by
the Central Bank of Ireland for Depository Services and for conduct of
business rules.

The Bank of New York Mellon SA/NV is trading in Germany as The Bank
of New York Mellon SA/NV, Asset Servicing, Niederlassung Frankfurt am
Main, and has its registered office at MesseTurm, Friedrich-Ebert-Anlage
49,60327 Frankfurt am Main, Germany. It is subject to limited additional
regulation by the Federal Financial Supervisory Authority (Bundesanstalt
fir Finanzdienstleistungsaufsicht, Marie-Curie-Str. 24-28, 60439
Frankfurt, Germany) under registration number 122721.

The Bank of New York Mellon SA/NV operates in Poland as The Bank of
New York Mellon SA/NV (Joint-stock Company) Branch in Poland with
Statistical Number 524311310, whose registered office is at Sucha 2, 50-
086 Wroclaw, Poland. The Bank of New York Mellon SA/NV (Joint-stock
Company) Branch in Poland is a non-contracting branch.

The Bank of New York Mellon SA/NV operates in the Netherlands through
its Amsterdam branch at Tribes SOM2 Building, Claude Debussylaan 7,
1082 MC Amsterdam, the Netherlands. The Bank of New York Mellon
SA/NV, Amsterdam Branch is subject to limited additional supervision

by the Dutch Central Bank (“De Nederlandsche Bank” or “DNB”) on
integrity issues only (registration number 34363596). DNB holds office at
Westeinde 1, 1017 ZN Amsterdam, the Netherlands.

The Bank of New York Mellon SA/NV operates in Luxembourg through its
Luxembourg branch at 2-4 rue Eugene Ruppert, Vertigo Building — Polaris,
L- 2453, Luxembourg. The Bank of New York Mellon SA/NV, Luxembourg
Branch is subject to limited additional regulation by the Commission

de Surveillance du Secteur Financier at 283, route d’Arlon, L-1150
Luxembourg for conduct of business rules, and in its role as UCITS/AIF
depositary and central administration agent.

The Bank of New York Mellon SA/NV operates in France through its Paris
branch at 7 Rue Scribe, Paris, Paris 75009, France. The Bank of New York
Mellon SA/NV, Paris Branch is subject to limited additional regulation

by Secrétariat Général de 'Autorité de Contréle Prudentiel at Premiéere
Direction du Contréle de Banques (DCB 1), Service 2, 61, Rue Taitbout,
75436 Paris Cedex 09, France (registration number (SIREN) Nr. 538 228
420 RCS Paris - CIB 13733).

The Bank of New York Mellon SA/NV operates in Italy through its Milan
branch at Via Mike Bongiorno no. 13, Diamantino building, 5th floor,
Milan, 20124, Italy. The Bank of New York Mellon SA/NV, Milan Branch is
subject to limited additional regulation by Banca d’ltalia - Sede di Milano
at Divisione Supervisione Banche, Via Cordusio no. 5,20123 Milano, Italy
(registration number 03351).

The Bank of New York Mellon SA/NV operates in Denmark as The Bank
of New York Mellon SA/NV, Copenhagen Branch, filial af The Bank of
New York Mellon SA/NV, Belgien, and has its registered office at Tuborg
Boulevard 12, 3. DK-2900 Hellerup, Denmark. It is subject to limited
additional regulation by the Danish Financial Supervisory Authority
(Finanstilsynet, Arhusgade 110, 2100 Kgbenhavn ).

The Bank of New York Mellon SA/NV operates in Spain through its Madrid
branch with registered office at Calle José Abascal 45, Planta 42, 28003,
Madrid, and enrolled on the Reg. Mercantil de Madrid, Tomo 41019, folio
185 (M-727448). The Bank of New York Mellon, Sucursal en Espafa is
registered with Banco de Espana (registration number 1573).

The Bank of New York Mellon (International) Limited is registered in
England & Wales with Company No. 03236121 with its Registered Office
at BNY Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA. The
Bank of New York Mellon (International) Limited is authorised by the
Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority.

Regulatory information in relation to the above BNY entities operating
out of Europe can be accessed at the following website: https:/www.

bnymellon.com/RID.

For clients located in Switzerland: The information provided herein does
not constitute an offer of financial instrument or an offer to provide
financial service in Switzerland pursuant to or within the meaning of the
Swiss Financial Services Act (“FinSA”) and its implementing ordinance.
This is solely an advertisement pursuant to or within the meaning of
FinSA and its implementing ordinance. Please be informed that The Bank
of New York Mellon and The Bank of New York Mellon SA/NV are entering
into the OTC derivative transactions as a counterparty, i.e., acting for its
own account or for the account of one of its affiliates. As a result, where
you enter into any OTC derivative transactions with us, you will not be
considered a “client” (within the meaning of the FinSA) and you will not
benefit from the protections otherwise afforded to clients under FinSA.

BNY Mellon Saudi Financial Company is licensed and regulated by the
Capital Market Authority, License number 20211-04, located in Alfaisaliah
Tower, 18th Floor, King Fahad Road, P.0. Box 99936 Riyadh 11625,
Kingdom of Saudi Arabia.
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The Bank of New York Mellon, Singapore Branch, is subject to regulation
by the Monetary Authority of Singapore. For recipients of this information
located in Singapore: This material has not been reviewed by the
Monetary Authority of Singapore.

The Bank of New York Mellon, Hong Kong Branch (a branch of a banking
corporation organized and existing under the laws of the State of New
York with limited liability), is subject to regulation by the Hong Kong
Monetary Authority and the Securities & Futures Commission of Hong
Kong.

The Bank of New York Mellon, Seoul Branch, is a licensed foreign bank
branch in Korea and regulated by the Financial Services Commission and
the Financial Supervisory Service. The Bank of New York Mellon, Seoul
Branch, is subject to local regulation (e.g., the Banking Act, the Financial
Investment Services and Capital Market Act, and the Foreign Exchange
Transactions Act etc.).

The Bank of New York Mellon is regulated by the Australian Prudential
Regulation Authority and also holds an Australian Financial Services
Licence No. 527917 issued by the Australian Securities and Investments
Commission to provide financial services to wholesale clients in
Australia.

The Bank of New York Mellon has various other branches in the Asia-
Pacific Region which are subject to regulation by the relevant local
regulator in that jurisdiction.

The Bank of New York Mellon, Tokyo Branch, is a licensed foreign bank
branch in Japan and regulated by the Financial Services Agency of Japan.
The Bank of New York Mellon Trust (Japan), Ltd., is a licensed trust bank
in Japan and regulated by the Financial Services Agency of Japan. The
Bank of New York Mellon Securities Company Japan Ltd., is a registered
type 1 financial instruments business operator in Japan and regulated by
the Financial Services Agency of Japan.

The Bank of New York Mellon, DIFC Branch, regulated by the Dubai
Financial Services Authority (DFSA) and located at DIFC, The Exchange
Building 5 North, Level 6, Room 601, P.0. Box 506723, Dubai, UAE,

on behalf of The Bank of New York Mellon, which is a wholly-owned
subsidiary of The Bank of New York Mellon Corporation.

Past performance is not a guide to future performance of any instrument,
transaction or financial structure and a loss of original capital may occur.
Calls and communications with BNY may be recorded, for regulatory and
other reasons.

Disclosures in relation to certain other BNY group entities can be
accessed at the following website: https:/www.bnymellon.com/emea/
en/disclaimers/eu-disclosures.html.

This document and the statements contained herein, are not an offer

or solicitation to buy or sell any products (including financial products)
or services or to participate in any particular strategy mentioned and
should not be construed as such. This material is intended for wholesale/
professional clients (or the equivalent only), is not intended for use by
retail clients and no other person should act upon it. Persons who do not
have professional experience in matters relating to investments should
not rely on this material. BNY will only provide the relevant investment
services to investment professionals.

Not all products and services are offered in all countries.

If distributed in the UK, this material is a financial promotion. If
distributed in the EU, this material is a marketing communication.

This material, which may be considered advertising, is for general
information purposes only and is not intended to provide legal, tax,
accounting, investment, financial or other professional advice on any
matter. This material does not constitute a recommendation or advice

by BNY of any kind. Use of our products and services is subject to

various regulations and regulatory oversight. You should discuss this
material with appropriate advisors in the context of your circumstances
before acting in any manner on this material or agreeing to use any of

the referenced products or services and make your own independent
assessment (based on such advice) as to whether the referenced
products or services are appropriate or suitable for you. This material
may not be comprehensive or up to date and there is no undertaking as to
the accuracy, timeliness, completeness or fitness for a particular purpose
of information given. BNY will not be responsible for updating any
information contained within this material and opinions and information
contained herein are subject to change without notice. BNY assumes

no direct or consequential liability for any errors in or reliance upon this
material.

This material may not be distributed or used for the purpose of providing
any referenced products or services or making any offers or solicitations
in any jurisdiction or in any circumstances in which such products,
services, offers or solicitations are unlawful or not authorized, or

where there would be, by virtue of such distribution, new or additional
registration requirements.

Any references to dollars are to US dollars unless specified otherwise.

This material may not be reproduced or disseminated in any form
without the prior written permission of BNY. Trademarks, logos and other
intellectual property marks belong to their respective owners.

The Bank of New York Mellon, member of the Federal Deposit Insurance
Corporation (FDIC).

© 2024 The Bank of New York Mellon. All rights reserved.
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