
Administering a Diverse Portfolio within a Fund Stru cture

Fraser Priestley

November 2015

Managing Director, BNY Mellon



Information Classification: Confidential2

Background

There is a huge requirement to get cost effective, accurate, timely and detailed data.  

There are a number of hurdles: 

� The range of financial instruments used is increasing

� The amount of data required continues to grow and is difficult to manage

� Some asset classes do not fit traditional models

� Risk is high on the agenda but not greatly understood

� More complexity and/or diversification can equal more cost  



Information Classification: Confidential3

Diverse Portfolios

Pension Funds have increased their exposure to:

� Derivatives

� Private Equity

� Hedge Funds

� Fixed Income

� Pooled Funds

And are also investing through new structures, such as Tax Transparent Funds 
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Problem

� Understanding the components of a 
bond’s performance

� Understanding the true exposure to a 
counter-party

� Understanding what instruments are held 
within pooled vehicles

Solution

� Fixed income attribution

� Analytics data to monitor term, quality etc

� Ultimate issuer analysis

� Month end holdings data capture

Specific pain points and resolution - Bonds
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Problem – Private Equity

� Private Equity requires an internal rate of 
return (IRR)

� PE IRR is inconsistent with other asset 
classes

� Desire to understand underlying holdings

Solution – Private Equity

� IRR available

� No real solution to looking at whole fund 
return which will be Total Weighted Return

� Burgiss Group allow clients access to 
underlying holding

Hedge Funds and Private Equity

Problem – Hedge Funds

� Desire to understand underlying holdings

Solution – Hedge Funds

� RiskView platform allows clients to see the 
underlying holdings
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Issue

� Value at Risk of Investments

� Asset manager working to IMA

� Exposure limits to counterparty, company, 
stock

� Quality maturity limits on fixed income

Solution

� VaR, scenario, analysis available

� Compliance monitoring

� Compliance monitoring including ultimate 
issuer limits

� Detailed analytical information

Risk
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Remaining challenges

� Calculating returns and making comparison

� Interpreting the data

� Not all pooled funds share their holdings data

� Cost of service provision

� Increasing index costs
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What Pension Funds want and why

Requirements

� Performance measurement and benchmarks against benchmarks

� Compliance monitoring against investment guidelines

� Risk monitoring

� Transparency

� Enquiry tools and reporting

Why is it needed?

� Regulation

� Help Trustees make decisions

� Provide information to challenge Investment Managers

� Manage Risk
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Focus on transparency

Correlation 
risk

% held of 
shares in 

issue

Bond term 
structure

What does it mean?



ANY QUESTIONS ?
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BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may be used as a generic term to reference the corporation as a whole and/or its various subsidiaries generally. This material and any products and services may be issued 
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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 Mellon 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 Mellon assumes no direct or consequential liability for any errors in or reliance upon this material. Any discussion of tax matters contained in this material is not 
intended to be used, and cannot be used, for the purpose of avoiding tax or penalties under any applicable law or regulation or promoting, marketing or recommending to another party any transaction or matter.

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 
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Neither The Bank of New York Mellon Corporation, its subsidiaries, affiliates, and/or joint ventures nor any of their respective officers, employees or agents are, by virtue of providing any of the materials or information contained herein, acting as an adviser to 
any recipient (including a “municipal advisor” within the meaning of Section 15B of the Securities Exchange Act of 1934, as amended, “Section 15B”), do not owe a fiduciary duty to the recipient hereof pursuant to Section 15B or otherwise, and are acting only 
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Money market fund shares are not a deposit or obligation of BNY Mellon. Investments in money market funds are not insured, guaranteed, recommended or otherwise endorsed in any way by BNY Mellon, the Federal Deposit Insurance Corporation or any 
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Pursuant to Title VII of The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 and the applicable rules thereunder, The Bank of New York Mellon is provisionally registered as a swap dealer with the Commodity Futures Trading Commission 
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BNY Mellon (including its broker-dealer affiliates) may have long or short positions in any currency, derivative or instrument discussed herein. BNY Mellon has included data in this material from information generally available to the public from sources 
believed to be reliable. Any price or other data used for illustrative purposes may not reflect actual current conditions. No representations or warranties are made, and BNY Mellon assumes no liability, as to the suitability of any products and services described 
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