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Hedge fund specialists Brooklands Fund Management Limited (“Brooklands”) are sharing their advice 
for all fund managers who in the face of growing regulatory and operational costs are now considering 
outsourcing their back and middle office functions. This is particularly geared towards start-up and 
emerging fund management companies, suggesting they should consider outsourcing their fund’s 
operations to exterior experts. 
 

Trends in Operations Outsourcing 
Studies clearly show a trend in the asset management industry for outsourcing operations (back office 
and middle office). This trend is detected not only Europe, but also in North America and Asia, where 
outsourcing has become the norm in a now highly regulated environment. 
 

            
 
According to Earnest and Young’s research in 2016, the middle office and compliance operations are 
ranked as the top three choices for fund managers for outsourcing. It is a practice commonly chosen 
by newly formed fund management companies which want to focus only on their investment strategy 
whilst simultaneously ensuring the operation part of their model stays at a high standard.  
 
Outsourcing operations is not only a common practice, but investors are also embracing it. 
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To the question “which of the following middle office functions are acceptable for your hedge fund 
managers to outsource to a third party” they responded very positively: 
 

 
 

Why Outsource Funds Operations? 
The fundamental reason behind outsourcing partially some of your operations or all is to let your key 
decision makers and team focus on areas that are priority number one: Investment Management. 
Fund managers should be focusing on their brand, product and distribution. Outsourcing provides 
focus on downstream operations, technology, infrastructure and people. 

 
Outsourcing offers other critical areas of success: 

1. Focus on core activities & development 
The Fund managers business model is an important aspect for the fund’s clients and investors. 
Outsourcing the back and middle office operations benefits fund managers by avoiding activities that 
are time consuming and offering them the opportunity to spend more time and resources focusing on 
their business model, rather than potentially sacrificing their operational quality for the sake of in-
house operations. 
They should focus on activities that are directly related to their core activities such as research, 
trading, investment and risk management, and marketing. 
 
 

2. Outsourcing Brings Down Skyrocketing Operational Costs 
With operational and infrastructure costs constantly going over-budget, hedge fund management 
firms stand to benefit greatly from a much more streamlined technology and service via operations 
outsourcing. 
Every organisation must perform cost benefit analysis in every aspect they do. Spending capital on 
resources, training, and system upgrades is a sticking point when considering the effort and capex 
versus the actual benefit that the fund gets from keeping these functions in-house. 
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Outsourcing leads to the significant reduction of the costs on in-house tasks. These costs are systems 
(PMS, OMS), office spaces, staff, and other costs which are not related directly with the core activities 
of a fund management company. The cost synergies will result the start-up fund to be more flexible 
in terms of the management of its budget. The saved resources could be reinvested in activities like 
marketing for attracting new investors. This fact applies especially for start-up and emerging hedge 
funds. 
 

3. The increasing complexity of the regulatory reporting 
In an era of regulatory fines post financial crisis, the need for fund platforms to have sufficient 
oversight of their client’s operations is paramount. Brookland’s view of the importance of 
transparency adds to its competitive advantage. 

Since the introduction of the AIFM Directive in Europe, there has been a definitive trend among fund 
managers to push their internal accounting and reporting processes to more specialist outsourced 
providers. 

The FCA built on this reasoning saying effective oversight brings about merits from specialisation, 
economies of scale, and automation. The synergy between fund and fund platform offers these 
positive externalities. 

Looking at EMIR and MiFID II, it is stated that under MiFID II a Firm must take reasonable steps to 
avoid undue operational risk when outsourcing the performance of operational functions which are 
critical to the provision of continuous and satisfactory basis. And with EMIR in full swing, firms will 
have to make sure they have established appropriate risk management processes for non-cleared 
derivatives with an infrastructure capable of performing all aspects of the trade lifecycle to the level 
required by its clients. 

Therefore, the need for firms to be stringent, given the flood of regulations that has entered this 
industry, only adds to the benefits of outsourcing, assuming the right platform is chosen. Brooklands 
meets the growing regulatory landscape of regulatory reporting and regulatory processes and are 
effective at dealing with sudden changes imposed by regulators. 

 

Why use Brooklands as Outsourcing Provider’s? 
Funds face a variety of issues from overheads in technology, operations, and regulatory expenses in 
expertise. The fact that a fund can outsource these costs to a dedicated and specialist firm such as 
Brooklands, with intrinsic values in transparency and fostering relationships, provides a solution to 
their bottom line.  

Moreover, the value-added or differentiating factor is Brookland’s strong experience within fund 
management, offering an integrated back to middle office set up tailored for the client’s needs, 
coupled with low error rates in the operational trade lifecycle. Brooklands appreciates the need for 
the fund to buy into its operating model, as the clients core business should not be impacted when 
outsourced.  

Brooklands Fund Management Limited is a boutique fund management company offering the full 
scope of operational solutions to hedge fund managers. Brooklands provides a unique hedge fund 
platform including outsourcing of all support functions: regulatory, compliance, operations, finance 
and legal support. 
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