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Increased control and compliance critical for

pension funds

Risk and return are two equally important sides of the same coin

By Rhandell Rubio

starts to settle down, the financial

industry is picking up the shattered
pieces and looking to rebuild a more
robust system that will be able to with-
stand future aftershocks. As a result of
the subprime mortgage-driven crisis,
risk management and compliance has
been pushed to the forefront with new
regulations slated to be rolled out to
keep risk from spiralling out of control
again.

The G20 conference in early April
trumpeted calls for major reforms of
regulations on the financial industry,
particularly in the hedge fund space.
French President Nicolas Sarkozy did
not hide his desire for the clampdown,
saying that hedge funds “need to be reg-
istered and controlled” and that “we
cannot tolerate any longer the institu-
tions being beyond control.”

Amidst the changing landscape,
Barrie + Hibbert, a provider of stochas-
tic modelling solutions with over US$10
trillion of insurance and pension assets
and liabilides managed with the support
of its products, says that the industry has
seen increased scrutiny and rigour
applied to the internal models in the area
of risk management, capital manage-
ment and governance. A rapidly chang-
ing regulatory environment, changing
customer preferences and increased
competition from other savings and
investment avenues are forcing asset
managers and asset manufacturers to
take a closer look at their internal mod-
els, processes, people and partners. In
Asia meanwhile, there is an increased
focus on distribution and advice chan-
nels. This is creating a need for greater
transparency and disclosure amongst
various participants in the asset manage-
ment and asset distribution sectors.

Needless to say, pension funds have
also clearly been impacted the same as

As the financial earthquake slowly

Shailendra Jain

“Because pension funds are so
sensitive — they’re people’s
futures — people have invested
money thinking that it’s well
protected and they’re building
a pot for the future, not really
understanding that that pot of
money was at risk”

other types of funds in the financial
meltdown, points out Richard Jones,
CEO of Fidessa LatentZero. Fidessa is
a provider of front office solutions to the
global asset management industry. Their
products help asset managers generate
alpha, improve trading desk returns,
reduce the cost of compliance manage-
ment and automate the processing of
OTC derivatives.

Because pension funds are so sensi-
tve — they’re people’s futures — people
have invested money thinking that it’s

Pranay Gupta

well protected and they’re building a pot
for the future, not really understanding
that that pot of money was at risk. As a
result of this, he expects to see a huge
focus around the regulations and risk
management and control of pension
funds going forward.

“Pension fund owners will be even
more careful about where the funds are
allocated, i.e. which fund managers they
give them to manage their funds and the
consultants that they use, with the latter
providing advice to pension funds about
which asset managers to give the money
to. They are starting to get much more
stringent in the reviews that they do
especially around control and compli-
ance of fund managers. Increased control
and compliance will be very strong in the
pension fund arena,” Mr. Jones says.

Safety first

Mzr. Jones explains that pension funds
have to invest somewhere; they can hold
money in cash but at the moment, it’s
not very attractive because of the low
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