Global Operating Review

Who we are
Pendal is an independent, global investment management business focused on delivering
superior investment returns for clients through active management. Our proven and
experienced fund managers are given autonomy and independence of thought to make
decisions with conviction. Our business is built on a philosophy of meritocracy that fosters
success from a diversity of insights and approaches to investment.
Pendal does not have a ‘house view’ and operates a multi-boutique structure offering a broad range of investment strategies.
Investment teams are supported by a global operating platform and distribution network allowing our fund managers to focus on
generating returns for our clients.
Our business is designed to attract and retain superior investment talent by offering a transparent remuneration model with the
ability to manage capacity, which aligns the incentives of our investment professionals with client outcomes. Employees are given
the opportunity to own equity in the business and this approach aligns our employees with our shareholders.
We strive for superior results through an investment-led performance culture that backs independent actions. Team members are
recruited for their distinctive skills, experience and perspective, and shared values of integrity, honesty, respect, teamwork and
high performance. It is through this culture that we earn and maintain the long-term trust of our clients and shareholders. This trust
is critical to our success.

Continued attraction and retention of a talented investment team

85

20

20

10

investment
professionals

years' average
industry
experience

investment
teams

years' average
tenure

Turnover of investment staff is two per cent
over the past five years
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Global Operating Review (continued)

Strategic Developments

a
• Launched first Impact strategy - the Regnan Credit
Impact Trust
• Extended successful JOHCM Global Income Builder strategy
with launch of JOHCM Credit Income strategy for US market

Investment capabilities

• Developed Regnan Global Equity Impact strategy

Identifying new investment
capabilities to diversify and
provide for future growth

• Enhanced the Pendal Ethical Share Fund to better meet
investor needs

• Global executive team now in place with appointment of
Nick Good as JOHCM CEO - USA
• Invested in leadership development program to support
succession planning

People

• Onboarded the Regnan Global Equity Impact team

Attract, develop, and retain
investment talent

• Evolved key remuneration plans to strengthen investment
talent retention
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• Realigned distribution model with regional leadership
• Launched Regnan brand globally
• Launched new fund vehicles for US institutional clients

Distribution
Develop and enhance
distribution channels
to drive sales

• Raised Pendal Australia’s brand awareness with award-winning
marketing campaign

• Developed global data strategy and commenced implementation
• Progressed transition away from Westpac back-office services
• Implemented global platform for substantial shareholder reporting

Operating platform

• Implemented global HR system

Create an operating platform
that enables efficient execution
of strategic priorities

• Invested in technology that enabled a smooth transition to
working remotely
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Global Operating Review (continued)

Financial Performance
The 2020 Financial Year saw heightened market volatility, particularly in the March quarter
as a result of COVID-19 before recovering in the second half of the year. Cash Net Profit After
Tax (Cash NPAT) was $146.8 million, a decrease of 10.2 per cent on the previous year,
while Statutory NPAT declined 24.7 per cent to $116.4 million. Funds under management
(FUM) declined eight per cent to $92.4 billion primarily due to net outflows of $6.5 billion,
resulting in a 3.3 per cent decline in revenue to $474.8 million for the year.
Five-year profile

FY16

FY17

FY18

FY19

FY20

Cash NPAT ($m)

156.0

173.1

201.6

163.5

146.8

Statutory NPAT ($m)

142.0

147.5

202.0

154.5

116.4

Operating revenue ($m)

493.9

491.0

558.5

491.2

474.8

Operating expenses ($m)

297.0

281.9

316.9

290.2

298.5

Cash EPS (cps)

50.8

55.3

63.7

51.3

45.5

Dividends (cps)

42.0

45.0

52.0

45.0

37.0

Average FUM ($b)

80.2

90.4

99.5

98.8

94.8

Closing FUM ($b)

84.0

95.8

101.6

100.4

92.4

Funds under management (FUM)
Closing FUM was $92.4 billion as at 30 September 2020,
eight per cent lower than pcp ($100.4 billion). The decline in
FUM was primarily the result of net outflows of $6.5 billion and
unfavourable foreign currency movements of $2.3 billion as the
US dollar (-5.1%) and British pound (-0.9%) weakened against
the Australian dollar. Market movements and investment
performance combined added $0.8 billion to FUM with strong
investment performance more than offsetting the adverse
impact of market movements.
Outflows were primarily the result of $3.3 billion in net
redemptions from European strategies as investors continued

to reduce their exposure to the region over Brexit concerns and
investment underperformance.
Additionally, Westpac outflows totalled $2.6 billion due to
the ongoing run-off of the legacy book as well as further
transitioning of corporate superannuation portfolios during
the year.
Positive net flows were achieved in a number of
strategies including International Select (+$1.0 billion),
Global Opportunities (+$0.7 billion), UK Dynamic (+$0.5 billion)
and UK Opportunities (+$0.4 billion).

30-Sep-19
Closing FUM

Net flows

Other2

FX impact

30-Sep-20
Closing FUM

38.0

0.3

0.4

(0.8)

37.9

Australia

8.2

(0.5)

(0.4)

7.3

OEICs

19.1

(4.1)

(2.6)

12.4

US Pooled

16.3

0.4

3.6

(1.5)

18.8

Pendal Group Core Funds

81.6

(3.9)

1.0

(2.3)

76.4

Westpac - Other1

13.8

(1.1)

Westpac - Legacy

5.0

(1.5)

(0.2)

100.4

(6.5)

0.8

$b

Institutional
Wholesale

Total Pendal Group FUM

12.7
3.3
(2.3)

1

 epresents all Westpac directed mandates covering corporate and retail superannuation, multi-manager portfolios, managed accounts
R
and Westpac capital

2

Includes market movement, investment performance and distributions
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92.4

Investment performance
Global equity markets were volatile during the year. Following a rally in the four months to January 2020, markets contracted
significantly in February and March upon the outbreak of the COVID-19 pandemic before recovering ground in the June and
September quarters.
For the 12 months to 30 September 2020, market returns across the globe were quite varied. The MSCI ACWI Index in local
currency terms returned 6.3 per cent and the S&P 500 rose 13.0 per cent, while the S&P/ASX All Ordinaries Index and the
FTSE 100 fell 11.6 per cent and 20.6 per cent, respectively. Markets in Europe were particularly affected by the pandemic and
declined significantly while Asian markets experienced mixed returns.
Pendal's investment performance during the year saw notable improvement with 72 per cent of the Group's FUM outperforming
respective benchmarks. Global and Australian equity strategies performed particularly strongly, as well as those in cash and
fixed income. Long-term investment performance remains strong with 71 per cent of investment strategies outperforming their
benchmarks over the three years to 30 September 2020 and 70 per cent over five years.

1

FUM FY20
($b)

% FUM outperformed1
1 Yr
3 Yr

5 Yr

Since inception

Global/International Equities

33.9

79%

79%

88%

83%

Australian Equities

15.1

95%

94%

82%

97%

Cash

12.1

92%

100%

100%

100%

Fixed Income

8.1

89%

89%

55%

82%

UK Equities

7.9

14%

8%

9%

83%

Emerging Market Equities

4.8

43%

51%

78%

97%

Multi-Asset

4.0

1%

1%

1%

67%

European Equities

2.9

37%

0%

0%

86%

Property

1.7

100%

100%

100%

100%

Asian Equities

1.6

83%

82%

3%

73%

Other

0.3

21%

21%

96%

96%

Total FUM

92.4

72%

71%

70%

88%

Fund performance is pre-fee, pre-tax and relative to the fund benchmark; % of FUM outperformed relates to FUM with sufficient track record only.

Revenue
Total fee revenue was $474.8 million, down 3.3 per cent on
the previous year, primarily due to lower base management
fees which declined by 5.1 per cent. Average FUM over the
year was 4.0 per cent lower at $94.8 billion and fee margins
declined one basis point to 48 basis points as a result of
outflows in higher margin channels. Performance fees for the
year totalled $13.4 million, a $7.5 million increase on the prior
year led by strong outperformance in the Pendal MicroCap
Opportunities Fund.
With global markets and flows stabilising in the second half of
the year, and investment performance strong in a number of
key investment strategies, momentum is positive heading into
the 2021 Financial Year.

Expenses
Total operating expenses were $298.5 million, a 2.8 per cent
increase on FY19. During the year there was a natural reduction
in certain expenses due to COVID-19 including travel, sales
conferences and administrative expenses as activity was
scaled back. Despite the challenging environment, investment
in people, product and operations continued. The Group
expanded its Global Executive team with the appointment of
Nick Good, as JOHCM CEO – USA, onboarded a UK-based
Global Equity Impact team and enhanced the operating
platform with an increased focus on data and technology.

New underlying profit measure
from FY21
From the 2021 Financial Year, Pendal Group
will be using “Underlying Profit After Tax
(UPAT)” to report the underlying earnings
of the business. Under UPAT there will be no
adjustment for certain employee expenses
which have historically been adjusted under
Cash NPAT. This will simplify reporting and is
aligned to market practice.
UPAT will continue to adjust for the amortisation
and impairment of intangible assets, and gains
and losses from financial assets including the
Group’s seed portfolio. Both of these items are
not considered part of the underlying earnings
of the business.
The Group’s UPAT, if applied to the 2020
Financial Year, was $132.6 million.

In the coming year, investment into strategic growth initiatives
will continue. The Group is looking to expand its responsible
investment capabilities, building on its strong reputation in the
rapidly growing ESG sector, and broaden its global distribution
network to capture market share, particularly in Europe and
the US. Investment in the Group’s operating platform will be
elevated, particularly in data and digital marketing to drive
efficiencies and leverage global scale.
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Global Operating Review (continued)

Financial Position
Pendal retains a strong balance sheet, with net assets at 30 September 2020
of $895.8 million, cash and seed investments of $407.9 million and no debt.
This financial strength provides a platform to support ongoing investment
for growth and diversification.
Cash

Net cash1 ($m)

Cash held by the Group as at 30 September 2020 was
$207.5 million (2019: $150.1 million). Cash increased
on the prior year as redemptions from the seed
portfolio during the year were yet to be deployed into
new strategies.

207.5
177.5
163.7

153.4

Cash flows from ongoing operations are typically held
for working capital purposes, to acquire equity for
employee share schemes, and to fund strategic initiatives
including seed investments. Surplus cash above these
requirements are paid to shareholders in the form of
dividends. Cash flows earned by overseas subsidiaries
within the Group are held in foreign currencies,
British pounds, Euro and US dollars, until repatriated to
the Australian parent through inter-company dividends
through the year. Those dividends remain hedged in
Australian dollars until paid.

Sep 16

150.1

Sep 17

Sep 18

Sep 19

Sep 20

Seed investments
Seed investments are an important contributor to the
Group’s future growth. Investments are made into
new fund vehicles, as they establish an investment
performance track record, and existing funds to provide
scale as they become marketable to clients.

Seed movements1 ($m)

80.2
(132.1)

At 30 September 2020, the seed portfolio was
$200.4 million (2019: $259.0 million).

(6.7)

The seed portfolio is assessed regularly for investment
performance and scale against targets and may be
redeemed when fund size and maturity are achieved, or an
investment strategy is closed. In total, seed investments
with a market value of $132.1 million were redeemed in the
2020 Financial Year, including the JOHCM Global Smaller
Companies and JOHCM US SMID strategies.
The majority of the cash realised from redeeming
investments was redeployed to support a number of fund
vehicles including the JOHCM Global Opportunities UK
OEIC, the JOHCM Global Income Builder OEIC, and its
extension strategy, the JOHCM Credit Income mutual
fund which was launched for the US market in August
2020. Subsequent to year end, $18.3 million was also
deployed into the Regnan Global Equity Impact UK OEIC,
the Group's first Impact product for the UK market.
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259.0

Sep 19
seed
portfolio

1

200.4

Additions

Redemptions

Other
movements

Sep 20
seed
portfolio

 eed investments and net cash exclude escrowed fund manager
S
deferred remuneration held in trust

Intangibles

Equity and dividends

Pendal's balance sheet as at 30 September 2020 carried
intangible assets of $532.1 million. This comprises the
goodwill and management rights associated with the
acquisition of JOHCM in 2011 and goodwill arising from
Pendal Group Limited’s IPO in 2007.

The issued capital of Pendal Group Limited remained
constant during the 2020 Financial Year and there was no
change to ordinary shares on issue. The Directors declared
a final 2020 dividend of 22.0 cents per share, bringing total
dividends for the year to 37.0 cents per share, a 17.8 per cent
decrease on last year’s dividend of 45.0 cents per share.

During the year, the Group expanded its operating
segments to split the historically reported Pendal
International segment, between Europe, the UK and Asia
(EUKA) and the US regions. Consequently, the goodwill
associated with the JOHCM acquisition has been
separately attributed to the US and EUKA for the purpose
of impairment testing. There was no impairment to
the carrying value of goodwill across the Group during
the year. The management rights associated with the
acquisition of JOHCM continue to be amortised over time.

Liabilities and debt
Pendal's liabilities primarily consist of trade creditors
and accruals, lease liabilities and employee benefits.
Total liabilities were $210.6 million at 30 September 2020
(2019: $185.9 million), an increase of $24.7 million.
The increase can largely be attributable to a change
in accounting standards from the 2020 Financial Year
affecting the recognition of lease liabilities (and assets).
This change had the effect of increasing the Group’s
liabilities by $36.9 million over the year with a
corresponding offset in lease assets.
The Group continues to have no debt outstanding at
30 September 2020. A $25.0 million multi-currency
revolving loan facility is maintained and remained
undrawn throughout the financial year.

The total dividend represents a payout ratio of 81 per cent,
which is within the Group’s payout ratio target of
80 to 90 per cent of Cash NPAT. The Dividend Reinvestment
Plan has been activated for the 2020 final dividend.
From the 2021 Financial Year, the Board has revised the
Group’s payout ratio policy and will pay 80-95 per cent
of UPAT following the change in the Group’s alternative
profit measure.

Dividends (cps)
83%

81%

82%

88%

81%

52.0
42.0

45.0

45.0

37.0

30.0
24.0

25.0

26.0

22.0

18.0

19.0

22.0

20.0

FY16

FY17

FY18

FY19

Final dividend

Interim dividend

15.0

FY20

Payout ratio
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Global Operating Review (continued)

Risk Management
Our risk management framework continues to provide a strong foundation from which we can
successfully deliver our strategic priorities. The Group has a culture of effective risk management
and risk aware decision making is embedded into our key processes. The Board sets the risk
appetite and this guides management to proactively identify, monitor and manage the material
and emerging risks that could impact our organisation.
Our approach to risk management

Managing risk to deliver our strategy

Overall accountability for risk management lies with the
Pendal Group Board. The Group Audit & Risk Committee assists
the Board in its oversight of risk management, financial and
assurance matters. The Board regularly reviews and approves
the design of the risk management framework and sets the risk
appetite. This process incorporates a review of key aspects
of the strategy and assesses whether adjustments to the
material risks, risk appetite and related tolerances (i.e. limits
and capacity) need to be made as the Group’s operating
environment and strategy evolves.

The Board endorsed an updated risk framework during
2019 and this was implemented across the Group in 2020.
When setting the risk appetite statement and updating
annually, the Board acknowledges and recognises that in the
normal course of business the Group is exposed to risk and
that it is willing to accept a certain level of risk in managing
the business to deliver its strategic objectives. As part of this
exercise the Board also considers the key risk indicators and
risk limits it is willing to accept in relation to each material
risk. Management are then held to account for managing
the material risks within the risk appetite set, thus enabling
the Group to make risk conscious decisions and generate
appropriate returns, in a controlled and deliberate manner.

During FY20 in addition to embedding the enhanced risk
framework, the key area of focus related to managing the risks
associated with the unprecedented COVID-19 pandemic.
Separate COVID-19 risk registers were developed and
this is a ‘live’ process with the key COVID-19 risks being
identified, monitored and managed. Areas of specific focus
include staff wellbeing, culture, effective remote working,
continued excellent client service, enhanced liquidity risk
management, day-to-day management of portfolios, enhanced
communication and maintaining operational resilience.
COVID-19 was also part of the strategy update discussions with
future threats and opportunities for the Group being key areas
of consideration.
The Board delegates responsibility for implementing the risk
management framework and managing the material risks within
the appetite set to the Group Chief Executive Officer.
The Group Chief Risk Officer is responsible for designing the
Group risk framework and working with the local risk teams
to support and challenge the identification, assessment,
monitoring and reporting of risk exposures and their
associated mitigants.
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The Board has a lower risk appetite in the management of
critical areas such as investment performance, regulation and
legislation, behaviour and conduct, and the risks associated
with managing the COVID-19 pandemic, as all of these could
have a significant impact on the Group’s reputation and
performance. The Group accepts a higher risk appetite,
consistent with its strategic objectives, in relation to risks
associated with business growth and change initiatives,
including investing shareholder funds in the form of seed capital
to support future growth.

Material risks
The Group actively manages a range of financial and
non‑financial business risks and uncertainties which can
potentially have a material impact on the Group and its ability
to achieve its stated objectives. While every effort is made
to identify and manage material risks and emerging risks,
additional risks not currently known or detailed below may also
adversely affect future performance. The Board has identified
the Group’s material risks as outlined in the following table.

Risk alignment to relevant
strategic priorities

Material risk

Investment capabilities

Risk description

Distribution

People

Operating platform

Risk management

Strategic and business
COVID-19
Pandemic

The risk that the Group is unable to continue
servicing clients and manage the health, safety and
wellbeing of employees.

•

Business Continuity Plans (BCPs) plans re-tested and crisis
management teams in place

•

Successful and timely transition to 'Working from Home' in
all jurisdictions. Technology and home equipment enhanced to
support remote working, including cyber risk management

•

Client service and portfolio management processes continued
and enhancements made where appropriate, e.g. proactive and
more frequent client communications and enhanced liquidity
risk management

•

Enhanced risk management processes with specific COVID-19 risk
registers in place

•

Additional oversight to ensure material suppliers and third party
providers continue to deliver on the agreed service levels

•

Staff wellbeing seminars and increased leadership focus on
communication and employee welfare, with regular staff surveys
and feedback mechanisms in place

•

Updated the Group strategy taking COVID-19 threats and
opportunities into consideration

•

Annual strategy and budget process, with outcomes and priorities
approved by the Board

•

Regular monitoring of strategic execution and strong reporting
mechanisms, to support effective Board oversight

•

Clearly articulated objectives and governance structure

•

Employee performance management process and remuneration
aligned to delivery of strategic objectives

•

Robust search and due diligence for acquisitions, engaging
subject matter experts and external consultants

•

Annual strategy and budget process

•

Strategy and risk management processes to continuously monitor
and manage external threats and opportunities

•

Clearly articulated governance processes to enable effective
decision making

•

Variable remuneration aligned to strategic objectives

•

Brexit Steering Committee in place and the Irish Management
Company established, to allow the continued distribution of
relevant products across Europe

•

Global project underway to further develop the Group’s
Responsible Investment business under the 'Regnan' brand in a
disciplined and controlled manner. New Regnan branded products
will continue to be launched and a highly regarded Impact
investing team has joined the Group, with their product being
launched early in FY21

The Group’s performance is largely dependent
on its ability to attract and retain talent. Loss of
key personnel could adversely affect financial
performance and business growth.

•

Competitive remuneration structures in the relevant employment
markets to attract, motivate and retain talent, with alignment to
client and shareholder outcomes

•

Long-term retention plans

There is also the risk of concentration whereby
a material proportion of the Group’s revenue is
delivered via a few strategies and therefore creates
reliance on a few key investment personnel.

•

Succession planning to develop or attract talent for
sustainable growth

•

Maintenance of a strong reputation and culture which promotes
an attractive workplace

The risk that our investors seek other investment
products if we are unable to meet investment
objectives.

•

Employee engagement surveys to support retention

•

Performance management processes to help develop and
grow talent

•

Board review proposals for new team acquisitions to ensure
areas, such as cultural fit, product offering, and financials,
are robustly considered

The risk that the Group fails to effectively consider
the future threats and opportunities resulting from
the COVID-19 pandemic.
Both risks can impact on the ability of the Group to
continue operating and deliver the strategy.

Strategic
Alignment
and Execution

The risk that the Group’s strategy is not aligned to
maximise shareholder and client value or we fail to
effectively execute the Group’s strategy.
Both risks can impact on the ability of the Group to
deliver on expected outcomes.

Business model

People

The risk that the business model does not respond
effectively to external change which could result
in loss or missed opportunities. This includes
external factors such as the markets, geo-political
events and competition.
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Material risk

Risk description

Risk management

Behaviour
and conduct

The risk of inappropriate, unethical or unlawful
behaviour by employees, which is not in line with the
Group’s core values.

•

Comprehensive recruitment and performance management
processes to assess behaviour and conduct

•

Clearly defined Code of Conduct which outlines the expected
behaviour of all individuals

•

Whistleblowing Framework in place

•

Embedded Risk Management Framework, which incorporates
conduct risk management

•

Ongoing HR, Risk and Compliance training and confidential staff
engagement surveys

•

Internal audit program incorporating conduct assessment

•

Annual strategy and budget process, with transformation change
priorities approved by the Board

•

Dedicated change management team and effective approach
and processes in place

•

Risk management embedded within the change
management process

•

Appropriate governance processes in place to monitor, escalate
and report on progress to the relevant Committees and Boards

•

Internal audit providing independent oversight over major
change projects

•

Strategic skill sets for project teams tasked with
transformational projects

•

During FY20 a key transformation program focusing on global
data commenced, this includes how we buy data related
technology; use data to improve the client experience and our
overall performance; and how we continue to protect data in line
with regulation and legislation

The risk that the Group’s products and solutions do
not meet client preferences. This includes changing
client needs, fee structures, and asset classes.

•

Talent hiring and succession planning

•

Clearly defined investment strategies and investment processes
within stated risk parameters

The risk that portfolios will not meet client
investment objectives or that there is a failure to
achieve consistent long-term performance that
delivers on their expectations.

•

Regular investment risk reviews and analysis of portfolio risks
across all asset classes and strategies (including market,
liquidity and credit counterparty)

•

Investment monitoring performed independently of our
portfolio managers

•

Regular client reporting and performance update calls

•

Formal approach to product governance and innovation, including
management of the product lifecycle (design, approval, launch,
post implementation review, ongoing monitoring and support)

•

Ongoing external insights into how client preferences
are changing

•

During FY20, several new products were launched to meet
client demands and the inaugural 'Value for Money' report was
published for the in-scope JOHCM funds

•

Client engagement and distribution is a key part of the overall
strategy that is approved and monitored by the Board

•

Ongoing external insights into how client preferences and market
requirements are developing

•

Fee structures benchmarked and updated where required

•

Regular Board reporting and discussions on market trends and
changes in FUM

•

Operational restructure and recruitment to expand distribution
capability has largely been completed in Australia and is
underway in the UK/Europe and US

This includes the risk of senior management failing
to set an appropriate cultural ‘tone from the top’,
which may result in the delivery of detrimental or
suboptimal outcomes for clients and shareholders.

Transformation
(change
management)

Failure to effectively manage material change
projects which could result in loss or missed
opportunities. Such a risk could result from poor
planning, ineffective project governance, insufficient
resources (including human capital), ineffective
execution, and poor management of project
interdependencies.
Pendal Australia is undergoing a major
transformational change program as it enhances its
operational infrastructure and therefore there are
heightened risks which are being carefully managed.

Product and performance
Product and
investment
performance

Distribution

The risk that the design and execution of the
distribution strategy is ineffective, resulting in a
failure to positively identify, engage and support
clients, which in turn results in a failure to deliver
budgeted fund flows.
Funds flows have been negatively impacted in the UK
and Europe primarily by external factors, including
Brexit and COVID-19. FY20 Q4 has seen early signs of
improvement and a return to positive net inflows. In
Australia, the Banking Royal Commission has had a
significant impact on the industry, and outflows from
historically significant client Westpac have continued
as they execute their exit from wealth management.
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Material risk

Risk description

Risk management

There is a risk that the Group will not be able
to respond effectively to regulatory change or
comply with relevant laws and regulations in
multiple jurisdictions. Failure to effectively manage
these risks could result in sanctions, fines and
reputational damage.

•

Clearly defined compliance framework to meet
compliance obligations

•

Establishing policies and procedures supporting the risk
and compliance framework

•

Experienced and appropriate level of legal, risk, tax and
compliance resources to manage obligations

•

Regular and constructive engagement with regulators, including
participation in industry bodies

•

Ongoing monitoring, reporting and review of regulatory
obligations, including new and proposed legislation

•

External advisors used where necessary to complement
in‑house knowledge

•

Independent non-executive directors appointed to subsidiary
UK regulated entities

There is also an increased focus on Responsible
Investing, including areas such as climate risk.
The implementation of the European Stewardship
Code and other global regulatory initiatives should
help to improve transparency and consistency in the
ESG space.

•

Tax management framework to identify, manage and
communicate key tax risks

•

Projects underway to improve processes and systems such as
substantial shareholder reporting

The risk that the Group does not optimise the use
of its data and develop appropriate technological
solutions. This may negatively impact the Group’s
ability to deliver growth.

•

Global data management project is underway to enhance
processes and systems. Recruitment of dedicated data specialists
is largely completed

•

Participation in external forums and hosting industry insights tech
advisory board meetings

•

Independent review of the design and effectiveness of
technological and data internal controls

•

Annual review and testing of Disaster Recovery and Business
Continuity Plans

•

Regular information security training

•

Ongoing penetration testing and consultation with cyber
security specialists

The risk of loss or reputation damage arising
from inadequate supplier selection and
oversight processes.

•

Strategy process incorporates clarity on what areas we want to
use third party suppliers

•

Supplier management due diligence process

The Group has a number of key outsource providers,
particularly with respect to fund administration
and custody services. Over the next two years, the
Group’s operations will be exposed to heightened
supplier risks as the business seeks to transition and
introduce new infrastructure suppliers, for example,
back office providers.

•

Clearly defined governance framework, policies and procedures

•

Regular monitoring and review of service level agreements and
performance standards

•

Independent annual audit of the design and effectiveness of
internal controls

•

Ongoing monitoring and reporting

•

Regular communication/meetings with key outsource providers

•

Major project underway, following a disciplined change
methodology, to transition to new back/front office supplier/s

The Group’s fee income is derived from the assets
managed on behalf of clients and the associated
fee rates.

•

Diversification across asset classes, investment styles and
geographies

•

Budgeting and financial forecast management

The assets under management face a variety of risks
arising from the unpredictability of financial markets,
including movements in equity markets, interest
rates and foreign exchange rates.

•

Ongoing monitoring and review of strategy

•

Conservative approach to leverage and the use of debt –
currently no borrowings

•

Monthly offshore earnings hedged into Australian dollars

•

Capital policy in place with limits, including a seed capital policy

•

Ongoing monitoring and annual board review of seed capital
portfolio performance

•

Capital requirements regularly monitored and stress testing
carried out, including COVID-19 considerations

Operational
Regulation
and legislation

The volume of regulatory and legislative change
remains challenging. Examples of this include the
developments coming from the UK's FCA Asset
Management Market Study and the Senior Managers
and Certification Regime; US enhancements to
liquidity management rules; and the enhanced
whistleblowing and modern slavery requirements
in Australia. As a result, the cost of compliance
remains high.

Technology
and data
(including cyber)

Coupled with the risk that the existing technology
operating platform is inadequate and may suffer
disruptions such as system failures, faults, illegal
unauthorised use of data and cybercrime.
Data management and digital transformation will
continue to be key areas of future focus.

Supplier
management
(including
outsourcing)

Market financial
and treasury

The Group also invests its own capital alongside that
of clients when establishing new financial products
and building them to scale. This exposes the Group
to the same potential loss of capital as clients.
COVID-19 related market falls has seen this risk
increase and this is reflected in significant mark-tomarket losses on the seed portfolio over the year.
There is also the risk of the failure of the Group to
maintain appropriate working capital and reserves to
respond to unexpected adverse events.
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