
Data Quality in Fund Operations 
 

Industry Experts ‘Brooklands Fund 
Management Limited’ explain 

ramifications of poor data quality at the 
point of entry and throughout the data 

lifecycle. 
By Robert Pope 
 
Hedge fund specialists Brooklands Fund Management Limited outline the importance of data quality 
for Fund’s Assets Under Management “AUM” and the multiple challenges facing Fund Managers who 
do not manage their operating models effectively. This is particularly geared towards companies who 
are realising these losses, first identifying the issues surrounding data, then suggesting solutions to 
this operational problem. 
 

Data related fines on Asset Managers 
 

Numerous statistics show that a lack of data quality in the operational landscape remains a serious 
issue for many firms regardless of the volume of their assets under management. This issue is 
encapsulated in the FCA’s “transaction Reporting Fines”.  Since 2008, aggregate UK reporting fines 
have been going up from low levels of £2mn to a peak of £14mn. This “exponential growth” is only set 
to increase amid future repercussions from poor reporting surrounding MiFID 2. 
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Whilst these fines amount to only 3% of the cumulative fines in the financial sector, it still represents 
an easily avoidable cost if the correct processes were in place beforehand. Moreover, in absolute 
terms these values would still hit an emerging fund/small fund with small AUM. If they received a fine 
of this magnitude, it could wipe out any returns to the Portfolio manager that year which would lead 
to an immediate unwinding and shut down.  

What does Data Quality mean in the context of Fund Operations? 
 

Quality data is useful data for all parties involved. It must be consistent and unambiguous. In an era 
where fine margins decide a good year or bad year, it has never been more important for all parties 
to have the correct information at every stage of the trade lifecycle. Starting from trade execution, 
confirmation, settlement, reconciliation, and finishing at regulatory reporting. Finding and 
interpreting the data correctly at every stage is paramount if you want to keep your operational 
exposure to a minimum.  

 

1. Data quality issues throughout the trade lifecycle 
 

Starting from trade execution issues arise and if not addressed immediately get bigger as the process 
develops. Below are different problems faced at every stage of the trade lifecycle regarding data 
quality: 

Stages of Trade Lifecycle Common Data quality issues 
Execution Trade date, settlement, region, allocation schema, price, commission, and 

service charge could be wrong. This would affect the book and the NAV. 
Confirmation There may be a problem with the broker used, through not being 

recognised or simply the wrong one, leading to a trade not matching. 
There could be data discrepancies in the execution, which needs to be 
corrected so that the principal and net value match 

Settlement Trades need to settle by the trade valuation date. Common issues are the 
custodian not having the correct instructions, and SSI’s missing. Any 
discrepancies before this stage leads to further problems and monetary 
leakages to the fund. The establishment of a netting system is an effective 
method of minimising settlement risk. 

Reconciliation All cash flows passing across the account which arise from the transaction 
must be compared with the expected cash flows and any discrepancies 
investigated 

Regulatory reporting By this stage everything should be matched and ready to be reported. 
Depending on the magnitude, any issues at this stage would lead to 
penalties on the fund 

 

The volumes of transactions, range and complexity of products, valuations and risk monitoring, all add 
to the complexity of the process. Attempts from Managers’ to deal with these issues are met with 
internal resistance, resulting in poor data quality and a waste of valuable time on inefficient activities, 
such as reconciliation, multiple checking and investigating discrepancies, often for simple mistakes. 
Brooklands realises this issue, which is why they have a dedicated team which can reduce the 
operational exposure on this front. 



2. Data quality issues arising from front to back dislocation 
 
Dislocation between floors creates discrepancies in the data. Mitigating most of these risks starts with 
everyone working from the same data. Throughout the trade cycle there are different companies and 
departments that may not be working with the same data. This ultimately leads to discrepancies that 
are hard to fix.  
 
Breaking down the silos from front and middle office risk, end of day risk, and intraday risk would lead 
to many problems resolving. Brooklands appreciates the problems of poor client servicing and the 
reputational loss this can cause. Brooklands holds strong relationships with the funds they manage, 
resolving issues immediately and chasing third party brokers when further issues need to be resolved.  
 
3. Importance of governance to mitigate data quality issues 
 

Most data issues arise because the right processes are not in place. Having a scalable governance 
framework would resolve numerous data issues immediately. Poorly designed processes can be an 
issue as it would not pick up small data issues at source. The problem is compounded when the 
processes are automated. For smooth execution, the underlying data needs to be sound.  

Moreover, when looking at reconciliations it is important to prioritise breaks in order of importance. 
Trades settle in T+2 or in the case of MiFID T+1. This means an unmatched trade needs to be resolved 
and a failed trade needs to be addressed.  

Certain controls to identify the problem remains an issue and arguably perpetuates the fines we see 
in this topic. In the case of derivatives, risks arising from inefficiency are potentially greater because 
derivatives are geared, therefore the full risk of any trade can be more than the initial transaction. 
Brooklands Operational team have controls in place to maintain an efficient framework, i.e. having 
daily automated dashboards that are conditionally formatted to pick up these breaks immediately. 
And again, good relations with all the brokers and custodians the funds use means the problem is 
mitigated away. 

Industry changes that affect Data Quality 
 

Whilst regulations such as MiFID 2 have been around for a while now, as of last month no company 
can ask for an extension for not complying with MiFID 2. This means that post June, regulatory 
reporting must be accurate otherwise more fines will appear in the industry.  

The belief that you could be exempt from MiFID 2 because your main base of operations is outside 
the EU would not exempt you from fines as it applies to any operational capacity in the EU, such as 
research costs.  

Exogenous factors such as Brexit’s possible changes with the MiFID/AIFMD passport, market abuse in 
the Fixed Income sector, and SMCR pre-market and post-market pricing will further see ramifications 
to the trade lifecycle, causing further problems to the data quality issue. 

Trade transparency, full regulatory reporting, and new conducts of business and organisational 
requirements stipulated in MiFID 2 means there would be even more data quality issues that would 
ultimately add to the volume of fines next year. Brooklands complies fully with the new regulations, 
sending their fund’s fully executed trade file for regulatory reporting, and as such minimises any losses 
from unreported transactions. 



How does Brooklands guarantee Data Quality? 
 

Having the correct information at every stage of the process remains a serious issue. The ramifications 
from poor data has led to large fines to this industry, which could have been avoided if the issues were 
just identified and resolved beforehand. 
 
Trades give rise to market risk and credit risk. Brooklands makes sure data used for risk analysis is 
updated both quickly and accurately. Having expertise in portfolio data, transaction data, and client 
data, the Fund Manager can realise their exposure, and make effective investment decisions for their 
investors.  
 
Some of the Operational tasks Brooklands offer are daily reports, integrated reconciliation 
dashboards, reconciliations on the cash ledger, all of which picks up breaks and discrepancies that 
would be important for the Fund manager. Moreover, as standard practice Brooklands have validation 
checks, tests on all the data they process to make sure the NAV and P&L are always accurate. 
 
Brooklands tailors the needs of the client by using their broker’s platform but more importantly using 
advanced platforms via Broadridge’s combined OMS (operating management software0 and PMS 
(portfolio management software) suite which is used by a growing proportion of the industry. 
 
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. 
 
Sources: 
Oliver Wyman 
FCA 
Bloomberg 

 

 

 

 

 

 

 

 

 

 
 


