the complete investment management solution

The Space Between

A Connectivity Imperative for Investment
Management Systems

Jon Anderson
Senior Vice President, Marketing & Solutions
Peter Ryczek
Senior Vice President, Technology
July 2015

archerIMS.com

(484) 615-6271

Pennsylvania
801 Cassatt Rd., Suite 212
Berwyn, PA 19312
New York
286 Madison Ave., Suite 1301
New York, NY 10017
New Jersey
10 Parsonage Rd., Suite 314
Edison, NJ 08837

© 2015 Archer. All rights reserved.

1

The Space Between: A Connectivity Imperative for Investment Management Systems
Something interesting is happening. Companies seemingly devoid of product but engaged in
connecting people, systems, and information have reinvented how things work. Consider the following
quote from a TechCrunch blog post by Tim Goodwin, senior vice president of strategy and innovation at
Havas Media:
“Uber, the world’s largest taxi company, owns no vehicles. Facebook, the world’s most
popular media owner, creates no content. Alibaba, the most valuable retailer, has no
inventory. And Airbnb, the world’s largest accommodation provider, owns no real estate.
Something interesting is happening. “ 1
This post, originally published March 3, 2015, looks at the value derived when a series of collections
are smartly connected. Disparate drivers’ availability is matched with travelers’ needs. Inventories of
products or unaffiliated hotels are categorically grouped and marketed. People are afforded a platform
for building relationships. The facilitators of those connections are business’ new heroes, delivering
simplicity and access and rewarded with growth. In the cases mentioned, people and businesses have
been provided a means with which to make connections in a way that hadn’t existed before.
It was not so long ago that the possibility of these convenience-enhanced connections were
unimaginable. During the pre-Google era of the web, vast amounts of data were available but
searchable only through exact Boolean expressions akin to lines of programmer’s code. As the data
size and search complexity increased, facilitators like Hadoop appeared, whose creators explained,
“As the World Wide Web grew at a dizzying pace in the late 1900s and early 2000s, search engines
and indexes were created to help people find relevant information amid all of that text-based content.
During the early years, search results were returned by humans. It’s true! But as the number of web
pages grew from dozens to millions, automation was required. Web crawlers were created, many as
university-led research projects, and search engine startups took off (Yahoo, AltaVista, etc.).” 2
Fast forward to today, and we are presented with a vast array of providers making connections
between questions and possible solutions – and adding value in the process.
The trends and terms surrounding the concept
of adding value through connections are
“smart products” in manufacturing, “big data”
in marketing, and “middleware” in technology.
In investment management circles, a generally
accepted name for the concept of added value
derived through smart connectivity has not yet
surfaced. For purposes of this whitepaper, we’ll
call it, The Space Between.
The Investment Management Information Web
Investment mangers rely on applications,
systems, databases, interfaces, and – perhaps
most importantly – the people who deliver them.
Both investment management firms and their
service providers have recently seen worldwide
growth in AUM. The rapid growth has created
new challenges, particularly for investment
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management firms whose gain is derived from channel and product expansion. These, in turn, require
IBOR, reporting and performance systems as well as operations support.
What follows is a high-level illustration of all of the parties, systems, interfaces, and functions required
to support investment management -- what it takes to go from an investment idea to a reportable result
for an investor. (What is not shown is the operational expertise required so that only the correct process
flows are followed and executed. This is an implied overlay to the graphic.)

It starts with a client relationship and an
investment idea. There’s a security or
currency trade for a portfolio. Or for an
investor. Or for groups of portfolios and
investors. A trading floor gets involved.
Could be a broker, or a custodian. Or
both. Maybe a fund accountant, too.
The trades are affirmed and settled.
Execution details are populated. Streetside allocations are made. So are
client allocations. And UMA allocations.
Accounts are reconciled. Performance
is tracked. Composites are published.
Compliance is monitored. So is drift.
Analytics are run. Client reports
are created. Invoices, too. Client
paperwork is stored. Necessary
overlays: platform integration; security;
data integrity; quarterbacking of crossfunctional operations support.
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Vendor management, maintenance of a multitude of systems, connectivity with executing brokers
and custodians, integration of dissimilar platforms, data sharing between disparate applications such
as performance measurement and reporting. That, we believe, is the ‘short list’ of challenges posed
by investment management growth. We believe that The Space Between has yet to find industryacceptable nomenclature because of the industry’s inability to define and deliver true, value-added
connectivity to resolve growth challenges.
Establishing Connections
As a starting point, investment manager’s IBOR needs to be enhanced with compliance. Trades must
be created and their execution facilitated. Firmwide data transparency is needed, and reporting is
required to the executive, to the client, and to the security level. The final task overlays come in the
form of performance measurement for individual accounts and marketing composites; billing; document
tracking; risk management; true multi-currency accounting; compliance; underlying data management;
workflow; data security; and disaster recovery.

3
In an article from Harvard Business Review, the authors posit that the wave of connected products will
require a virtual overhaul of the technology infrastructure of information-laden industries:
“Smart, connected products require that companies build an entirely new technology
infrastructure, consisting of a series of layers known as a “technology stack”. This includes
modified hardware, software applications, and an operating system embedded in the
product itself; network communications to support connectivity; and a product cloud
(software running on the manufacturer’s or a third-party server) containing the productdata database, a platform for building software applications, a rules engine and analytics
platform, and smart product applications that are not embedded in the product. Cutting
across all the layers is an identity and security structure, a gateway for accessing external
data, and tools that connect the data from smart, connected products to other business
systems (for example, ERP and CRM systems).”3
The authors’ concept, illustrated in the graphic shown below as an ecosphere of systems for retail
consumer goods, can also be applied to an investment manager’s need to efficiently sustain multiple
levels of interactions among the specialty platforms required to operate his business. The proposal
applies across many information-centric industries, and its benefits are well articulated by Dr. Donald
Voltz, here in the context of technology middleware: “Middleware goes beyond the simple ‘gluing’
together of two disconnected systems. It often serves to synergize and produce more than the sum of
the two systems together.”4
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Energizing Connections for Added Value
There is synergy that results in convenience, efficiency, and other added-value benefits in Harvard’s
construct, for sure. The Space Between however, proposes that investment management service
providers take the construct one step further, asking the question “What happens within the
connections?” For this, we look at opportunities for investment management services providers to add
incremental value to the construct.
•

Data infallibility. Investment managers’ underlying data sets, including securities prices, indices,
exchange rates, and paydown factors must be correct. Many providers require the manager to
engage the data provider(s) directly, obtaining licenses and granting indemnities. The opportunity
here is to apply data validity, reasonability testing, and market verification to third-party data before
it is loaded into the investment manager’s IBOR.

•

Comparative validity. Comparative functionality, such as pre-trade compliance and post-trade
reconciliation, is an area of particular concern because costly manual intervention is required
to resolve data mismatches. Incremental value is added in comparative functions through the
application of logic that anticipates false readings, such as recognizing trade versus settlement
date cash availability, and proactively rejects false mismatches or notes the reason for acceptable
mismatches.

•

Security. Data breaches or data loss can be catastrophic to any business, and particularly
debilitating in investment management operations which are data-centric. While most providers
accommodate secure data exchange methodologies and communication protocols, it is important
to note the security level of the environment – and the hardware security of the machines –
involved in the end-to-end data exchange process.

•

Outputs. Of particular relevance in generating executive level and performance reporting is the
validation of IBOR data outputs. For example, a deposit inadvertently booked as income will skew
performance data. Intervention to identify outliers in advance of their inclusion with data outputs
to a performance measurement system avoids downstream issues for composite performance
calculation and publication.

Summary
Investment managers have several choices of technology and service providers. Specialty providers
offer expertise in their discipline, be it IBOR, reporting, or performance measurement. Choosing bestin-class providers in each discipline quickly becomes burdensome, as duplication of effort is required to
maintain data consistency across platforms. Integrators add value in the linkage of specialty packages,
creating perceived connectivity and minimizing duplicated effort, but requiring multiple levels of
licensing and indemnification, and leaving any pre-existing operational inefficiencies unaddressed.
The Space Between sets the stage for providers offering best-in-class functionality in each investment
management discipline. They have an opportunity to add enhanced data exchange to their existing
functionality, thus enabling inputs and outputs across disciplines, and facilitating cross-firm/crosschannel transparency for complete oversight in a single solution.
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A note on the Archer secure-cloud graphic: The Archer platform
is a fully integrated investment management solution, a closed
system of information and processing capabilities. While Archer
relies on information feeds from and to third parties, all Archer
functions and the information used within those functions are
housed on secure servers located within maximum security
technology centers. Archer is IP locked and engages multiple
tiers of firewalls. User security is tightly guarded with stringent
password requirements and continual surveillance of user activity.

