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The demands on fund administrators have increased 
over the past two years as the marketplace continues to 
evolve, a new regulatory environment takes shape and 
investors demand more transparency and timely delivery of 
information than ever before. 

The continued institutionalization of the investment 
industry has resulted in a soaring demand for higher 
standards of fund administration services. But what do 
administrators themselves see as the key challenges in  
reaching those standards?  

To find out, Deloitte recently conducted its fourth  
survey of third-party fund administrators around the  
world — our first to include hedge fund administrators 
from North America and the Caribbean.

In this report, we share the results of the survey and  
delve deeper into each of the top-five issues raised by 
survey respondents.

Respondent profile  
We received responses from 70 administrators, 
based in 11 countries (Figure 1). Although all 
respondents provide third-party fund 
administration services, the profile of 
respondents’ businesses varies:

•	Fifty two percent work with more than $10 
billion of assets under administration.

•	Thirty five percent administer between $1 
billion and $10 billion.

•	Thirteen percent of respondents administer 
less than $1 billion of assets.

Figure 1. Survey respondents by location

Executive summary 
Five challenges facing today’s administrators from across more than 10 countries — and what they mean 
for the near and long term.

As used in this document, “Deloitte” means Deloitte LLP and its subsidiaries. Please see www.deloitte.com/us/about for 
a detailed description of the legal structure of Deloitte LLP and its subsidiaries. Certain services may not be available to 
attest clients under the rules and regulations of public accounting.
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Key findings
The results of the survey indicate that today’s 
administrators face challenges in five key areas, with 
regulatory change leading the list (Figure 2).  
 
Other key issues are:
•	Cost containment
•	Implementing new technology
•	Maintaining service quality
•	Pressure on fees

Trailing these urgent topics are others that come as no 
surprise, including managing growth, the ability to support 
more complex asset classes and fund structures, and 
juggling the increase in client demands.

Figure 2. Key industry issues facing hedge fund administrators

Caption: The percentage of respondents who selected the following industry issues in our survey.
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Regulation
No matter the geographical location or size of the  
respondent’s organization, the single biggest issue facing 
the industry as a whole is regulatory change. In fact, 65 
percent of respondents identified this as their greatest 
challenge. Given the breadth of new regulations — and 
prospective regulations — it is no surprise to us that this  
has been identified as the greatest challenge.

The European Union (EU) Alternative Investment Fund 
Managers Directive (AIFMD) generated significant debate 
as it went through the EU parliamentary approval process 
in late 2010, and the industry awaits the Level 2 measures 
expected near the end of 2011. 

“Offshore” survey respondents — those based in Cayman, 
Guernsey, Jersey, Bermuda, and the Isle of Man — were 
twice as likely to see the AIFMD having a significant  
impact on their business when compared to the  
“onshore” jurisdictions.

The rollout of other regulations, specifically UCITS IV and 
the Securities and Exchange Commission (SEC) Custody 
Rule, are not seen as significant developments for the 
administration community, although they are undoubtedly 
top of mind for asset managers. As specific requirements 
of both become clearer, administrators will need to stay 
on top of changes in their clients’ requirements, and 
begin preparation for any new data delivery and reporting 
requirements these regulations may require. This includes 
the proposed SEC Form PF that will be used to collect the 
portfolio, risk, and investor data of private fund advisers 
registered as an investment adviser with the SEC — a 
population set to increase with the mandatory registration

established under the Dodd-Frank Wall Street Reform and 
Consumer Protection Act. 
 
Although regulation is the clear number one issue facing 
administrators today, Figure 2 illustrates that several other 
pressures are squeezing administrators as well and are seen 
as significant for more than 40 percent of respondents.  
All of these issues are linked. 

Service quality and technology
When the markets crashed in 2008 and 2009, many 
administrators felt the impact quite starkly. As assets 
under administration fell so too did administration fees, 
which were largely based on a percentage of those assets. 
Administrators had developed infrastructures and staffed 
their organizations to service higher levels of assets.  
 
The new asset levels did not support the increased cost  
structures and some difficult decisions had to be made. 
In many cases, headcount had to be reduced and planned 
technology capital spend was deferred; the workload of an 
administrator, however, increased.

These challenges required administrators to quickly adapt 
their operations to maximize efficiency and take an 
innovate approach to expanding their service offering. 
These new models often involved more streamlined 
processes and efficient use of information technology.

The services that clients request from administrators are 
also changing with the new investor model. Today’s clients 
demand middle-office services, risk reporting, and an 
increased level of transparency. These services will, in time, 
become core services, and administrators must become 
more innovative and provide these additional services to 
maintain their client levels. 
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Fee pressure
While asset levels have returned to the markets — in the 
alternatives area, for example, HFR recently reported the 
global hedge fund industry exceeded $2 trillion for the first 
time in its history(1) — hedge fund administrators still face 
pressure to deliver more services for lower fees.

The administration market remains very competitive and 
while only one in five administrators in our survey view 
increased competition as a major issue, a similar number 
see industry consolidation as a significant concern. For 
every merger of administrators, there is disruptiuon in an 
already fiercely competitive market.

To address the issue of fee pressure, we asked  
administrators if they saw any changes to fee models in 
the future. One in three responded that they would look to 
charge separately for “add–on” services and we have seen  
a move to more detailed service level agreements setting 
out what constitutes core administration services.  
Twenty percent of respondents plan to increase minimum 
fees charged — no doubt preceded by challenging  
conversations with their clients.

Notwithstanding fee pressure, 95 percent of respondents 
predicted positive revenue growth in their business in 
2011, which is a reflection of the anticipated growth in 
assets under administration and positive endorsement of 
the asset servicing industry’s prospects moving forward.

Costs
If fees continue to be squeezed, administrators must 
continue to look at their cost base, and our survey  
shows some ambitious cost-management programs  
being implemented in 2011:
•	40 percent of administrators are looking to take 6 to 10 

percent off their cost base
•	20 percent are looking for greater than 10 percent
•	5 percent are looking for in excess of 20 percent

To achieve this, we have seen an increased use of offshore 
resources as well as consolidation of complex processes to 
onshore centers of excellence. What other initiatives are 
administrators employing to reach these goals?

Notwithstanding fee 
pressure, 95 percent  
of respondents 
predicted positive 
revenue growth in 
their business in 2011.

1 “HFR, Inc. releases HFR Market Microstructure Hedge Fund Industry Report for Q1 2011”  
https://www.hedgefundresearch.com/index.php?fuse=press&1309450710



6

A majority of administrators have made significant 
progress in the areas of staff development and process 
standardization, but more than 45 percent of respondents 
intend to invest significantly in enhanced data integration 
and connectivity, the automation of manual processes  
in an attempt to drive down cost, manage operational 
risk, and provide the enhanced services their clients expect 
(Figure 3).

Summary
The challenges facing the hedge fund administration 
industry today are likely just a precursor to the long-term 
challenges many experts anticipate. Administrators will be 
forced to continue developing innovative service offerings 
to address their clients’ needs and to meet the new  
regulatory regimes as they come into force. They will 
do so in the face of ongoing pressure on fees, although 
some flexibility in fee charges is anticipated, alongside 
some growth with the expected rebound in assets under 
administration.

That 95 percent of respondents expect revenue growth  
in 2011 is a positive statement of intent from the  
administration industry to meet these new challenges head 
on and to continue to evolve to meet the new 
demands placed on them.

Figure 3. Process reengineering to drive down costs
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How Deloitte can help?
Deloitte offers a range of services to help your business 
capitalize on these trends and implement changes  
in your operating model. Areas where we have recently 
supported third-party administrators and investment 
managers include:
•	Project and program management
•	Business requirements definition and vendor 

software selection 
•	Development of enhanced client reporting frameworks 

and data delivery tools
•	Operating model and process redesign to 

maximize efficiency
•	Due diligence of merger and acquisition targets
•	Business and technology integration, including 

post–merger integration support
•	Assistance with implementing workflows for complex 

asset classes such as swaps and bank loans
•	Control and risk assessments
•	M&A tax services
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