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ASSET OWNERS AND 
ALLOCATORS NEED TO MAKE 
A SHIFT FROM RELYING ON 

STATIC DOCUMENTATION TO 
PRACTICING SYSTEMATIC  

DATA MANAGEMENT TO FULLY 
ADHERE TO THEIR FIDUCIARY 

RESPONSIBILITIES.

STATIC VS. SYSTEMATIC
Asset owners and allocators manage millions and often billions of dollars. Yet, despite the fact that their work 
involves data that is literally changing by the second, many asset owners and allocators choose to handle their 
data with static documentation such as with Excel spreadsheets, Word documents, OneDrive or Dropbox, etc. 

That may have been a workable option before the 2008 
meltdown in the financial sector, but not any longer. 
Dodd-Frank in the U.S. and the Basel Regulatory 
Framework internationally have spearheaded a 
regulatory overhaul. On the investor level, operational 
due diligence (ODD) has moved from a “check the 
box” item to a matter of intense scrutiny.  In addition, 
position transparency and overall information flow 
have increased materially.  As certain private vehicles, 
in particular hedge funds, have struggled during the 
low-rate environment, they are required to produce not 
only the required regulatory specifications, but also the 
additional transparency to provide a value-add to their 
investors.

Due to this increased information flow, asset owners and allocators need to make a shift from relying on 
static documentation to practicing systematic data management in order to fully adhere to their fiduciary 
responsibilities. If you don’t, here’s where you will feel the bite.

VERSION VARIATIONS 
Version control — or the lack of it — is one of the daily nightmares associated with 
spreadsheets and text documents. As files get emailed back and forth, updated, 
and edited, they multiply — with no foolproof way of knowing which contains the 
“latest and greatest” information. 

File sharing, which permits only one person to edit a file at a time, does resolve 
some of those issues, though not all of them. There is still room for human error. 
For example, suppose you have to gather information for an endowment board 
and you accidentally cut and paste data incorrectly. Such an error can have serious 
repercussions. 

Systematic data management, on the other hand, draws information directly from 
a master data repository and contains system checks to ensure consistent — and 
accurate — output. Requestors are assured of getting the most recent information, 
regardless of the timing of the request or the output format for the request. 
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COMPLIANCE CATASTROPHES
Increasing information flow now means you need a system that allows you to capture, review, and prove you 
acted as a prudent fiduciary at that moment in time.

Document sharing, emails, spreadsheets … may not fully demonstrate your compliance and fiduciary 
responsibility for audit purposes. For example, even if your shared drive records that you uploaded a file 
with critical fund information on thus-and-such a date, it doesn’t prove that you a) read the file, or b) acted 
appropriately based on the information contained in the file. Saving static documentation simply may not prove 
you acted prudently.

Compare that to a data management system that would create a complete audit trail including, for instance, 
when you received a letter, when it was inputted to the system, when the initial analysis was done, and when 
each subsequent monthly monitoring was completed. Now you have a log that can justify and confirm how you 
handled critical information and why you made certain decisions based on that information. 

POST-MORTEM PROBLEMS
If data is not stored in a systematic, smart way, it is difficult — or even impossible — to conduct post-mortems 
on various investment decisions. This is problematic, since you not only will not know why you may have failed 
with a certain investment, but you also will not know why you succeeded in others. You may have succeeded 
for the right reasons (wise choices, superior algorithms, etc.), but you could also have succeeded for the 
wrong reasons (luck or happenstance). In such a case, you could unknowingly set yourself up for future failures 
because you don’t really know why one investment turned out well and another badly — you don’t know what 
behaviors and factors were working for you, and which were working against you.

But with all your data stored in one place, you can assess not only the performance of an investment and the 
analysts’ recommendations, but you can verify when and how other departments weighed in. For example, 
was there legal input that was considered? Did the compliance area see anything out of the ordinary? What 
did the ODD people contribute to the decision? What was the CIO’s evaluation? What information did the 
investment management committee review? This type of data — which embraces qualitative data as well as 
quantitative data – is much more informative in a post-mortem session than a brief memo regarding a  
high-level meeting. 
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PRESENTATION PAIN 
With static documentation, generating presentations 
can range from an annoyance to a nightmare. 
Spreadsheets and documents have to be located. 
Data entered. Calculations made. Output formatted. 
Such presentations require a lot of human sweat 
as they are painstakingly developed. There is also 
plenty of room for human error. 

Compare that with creating presentations by 
leveraging systematic data management. You can 
submit a query and pull data in real-time without 
searching for the most current versions of key 
documents (and risking a versioning problem). All 
data is accurate and timestamped. You can swiftly 
pinpoint the key data needed for any audience 
(investment committee, endowment board, 
individual investor, etc.) and generate a standardized 
presentation that will set the stage for positive 
dialogue. Investor satisfaction is enhanced, as is 
investor confidence. 

WORKFLOW WEAKNESSES
Suppose you are doing an analysis on a manager. You work in a Word document, save it, and file it. After 
several months pass, how do you know what you did — or even if you did an analysis on that manager at all? 
Could someone else have updated the file in the meantime? If so, who, when, and why? And, critically, when 
should you analyze the manager again? With static documentation, there is no workflow to remind you that you 
need to do an ODD review at a certain time. 

Systematic data management, however, empowers you to automate workflows. All data is timestamped, 
and triggers can be set in place to ensure methodical, repeatable, consistent processes for any activity: 
reviews, analyses, approvals, and more. This automation helps you maintain a strong compliance posture and 
demonstrate to investors that your firm is committed to quality and reliability. 

Automated workflows also protect your firm against key man risk. Rather than relying on a single individual  
to know how a certain task is accomplished, a workflow can be established that any employee can follow  
to achieve the same end product. Continuity in operations — absolutely critical to investment firms —  
is therefore safeguarded. 
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MAKE THE MOVE FROM STATIC TO SYSTEMATIC
The foundation for systematic data management is having 
a single database that can house all your data — both 
quantitative and qualitative. With one database, all your 
users can push information into the system and extract 
information from the system: emails, files, analyses, call 
notes, meeting information, and more. Everything is 
accurate, accessible, and auditable. 

This data can be used to make and review business 
decisions. Create attractive board books for investment 
management committees or generate simple Excel 
spreadsheet. Trigger a task or complete a workflow. Access 
data via a laptop in the office or view it on a smartphone  
on the train. 

With increased pressure to demonstrate superior fiduciary 
responsibility, it’s time to put spreadsheets and static 
systems aside. Alternative investment firms need the 
capabilities, consistency, and compliance that only 
systematic data management will bring.

IN SUMMARY:
Alternative investment firms have increased fiduciary 
responsibilities in the wake of the 2008 financial crisis.  
To ensure investor satisfaction, regulatory compliance, 
operational efficiency, and solid decision-making, firms need 
to make the move from relying on static documentation to 
practicing systematic data management.
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Backstop Solutions Group is the leading provider of a comprehensive cloud-based productivity suite 
of solutions for the alternative investment industry, including hedge funds, funds of funds, pensions, 
endowments, foundations, private equity firms, consultants, and family offices. Founded in 2003, Backstop 
pioneered the industry’s first cloud-based software that helps firms in the alternative investment management 
industry achieve greater business agility. Backstop’s comprehensive suite of solutions includes Backstop 
CRM, Backstop IR, Backstop Research, Backstop Portfolio, Backstop Portal, and Backstop Accounting. With 
offices across the United States and in Europe and Asia, Backstop now serves over 700 firms worldwide, 
making it one of the fastest growing software providers in the financial services industry. For more information 
visit, www.backstopsolutions.com. Or get LinkedIn with us!
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