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La technologie à l’appui 
du management de transition

Il y a encore peu de temps, les gestionnaires d’actifs devaient
utiliser des outils manuels pour que la transmission d’un fonds
puisse s’effectuer correctement. Aujourd’hui, grâce à l’expansion
des systèmes de technologie assistant les gérants dans leur
démarche, le processus de transmission est grandement facilité.
Cependant, le réel progrès ne consiste pas en un changement de
processus, mais plutôt dans une mise en œuvre plus efficace et
mieux contrôlée. Les fonds les plus importants et les organisations
les plus complexes sont les premiers à bénéficier de ces avancées,
qui rendent la gestion d’actifs accessible au plus grand nombre.

� Fifteen years ago before transition
management was heard of and funds
were less aware of the costs and risks of
restructuring, the manner in which
those restructures took place was both
manual and laborious.

This is however unsurprising, for as
with many other spheres of our life the
use of technology was not as widespread
and invasive then as it is now, and in
most fund management firms the tech-
nology did not extend far beyond the
fund valuation systems. So let us consi-
der how technology has improved the
efficiencies of restructuring your fund.

In the infancy of transition manage-
ment as a third party service, the use of
technology was limited. Probably the
most important tool that we had at our
disposal was the humble spreadsheet.
Fund valuations from the outgoing ma-
nagers were received in spreadsheet
form and the «wish list» portfolios desi-
red by the new managers were also re-
ceived in this format. In fact in the very

early days it would not have been unu-
sual for even this information to be pro-
vided in paper form, which would then
have to be manually keyed into spread-
sheets.

The existing assets would have been
reflected onto the portfolio manage-
ment systems and thus we could use the
functionality of these systems to pro-
duce an asset allocation for the actual
fund holdings. Back in the spreadsheets
a number of calculations would then
have been carried out to determine the
asset allocation of the target, or wish list,
portfolios and compare this to that of
the actual fund as produced by the va-
luation systems. The spreadsheets were
also the source of information for all of
the key decisions made throughout the
transition for managing the asset alloca-
tion and stock selection risks. These
spreadsheets were used to determine the
exact holdings required to satisfy each of
the managers’portfolios and thus deter-
mine the securities retained by the fund
and the transactions that would be re-
quired to implement the restructuring.
In the absence of any electronic order
management system, the spreadsheets
were also used to monitor the progress
of the deals and thus the transition. Fi-
nally spreadsheets were again used to re-
concile the portfolios that were even-
tually handed over to the new managers.

All of this work would have taken a
number of days given the substantial

amount of manual data collection, input-
ting information into accounting systems
and spreadsheets and subsequently chec-
king and rechecking the data. This in es-
sence was the transition process although
there were many other areas where again
the lack of technology slowed the pro-
cess, made analysis more difficult and in-
creased the operational risks of effecting
these substantial portfolio changes.

The impact of the technology

So how has the technology evolved
since those early days ?

The real secret of technology is not
in changing the process but in making
the implementation more efficient and
more controlled. Today any third party
transition manager must have developed
systems that assist the management of
the entire process, from start to finish.
Of course having moved on in time,
most of our lives as well as many areas of
the fund management and investment
world have become more automated.
The access to data is more readily avai-
lable and the advances in technology
have meant that the tools some of us use
today are beyond that we might have
hoped for only a few years ago. The dif-
ferent types of transition manager have
also developed their tools from different
starting points. The fund management
style transition providers will have ten-
ded to develop from a fund manage-
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ment/project management perspective
whilst the transition brokers will have
started at the trading end of the business.

Whilst for the transition managers
based in a fund management house, the
normal fund accounting systems might
be used as a basic source of recording the
current portfolios. Thus allowing all of
the standard fund management repor-
ting to be provided, the transition mana-
gement tools have deviated away and be-
come bespoke stand alone systems that
complement the entire transition pro-
cess. As the transition management busi-
ness developed the first steps were to im-
prove the basics of many of the tasks that
had hitherto been carried out on the
trusty spreadsheets. The key to impro-
ving the technology was to remove the
dependence on some of the standard
tools, such as spreadsheets. Whilst
spreadsheets were sufficient for low vo-
lumes of fund restructuring, this also li-
mited the range of funds that could be-
nefit from the services of a transition
manager. Thus small, yet more robust,
databases were built with various calcula-
tions attached. The database could be
provided with all of the underlying hol-
dings of the existing portfolios either
from a spreadsheet provided by the cus-
todian or directly from the accounting
systems. All of the wish list positions for
each manager could be supplied into the
database, typically imported from the
same spreadsheets supplied by the new
investment managers.

With the advent of better market
data tools the database could readily be
fed with the information required from
these sources and then many of the tasks
which hitherto had been slow to under-
take could be simplified and speeded
up. Many of the risks that had been in-
herent in spreadsheet based systems had
been removed in one fell swoop, by
being in a more robust environment.
These first bespoke tools could calculate

the nominal positions required to fulfil
the manager’s target percentage hol-
dings. Then using the market data and
classification information held within
the database a comparison of the asset
allocation of the existing assets and that
of the target assets was easily produced.
Standardised reports could be generated
that allowed the management of these
exposures.

Transition management, 
an essential service

The power of databases for making
comparisons could then be exploited to
determine the retained assets, i.e. those
that were held in the existing portfolio
and desired by the new managers in the
new portfolios. Thus establishing the resi-
dual purchases and sales required to com-
plete the portfolios was also a straight for-
ward computation.

Suddenly the various tasks that may
have taken several days in a spreadsheet
had been cut down to the time taken for
the computing power of the PC on
which the database resided and the abi-
lity to collate all of the data together.

From this step on, the monitoring
of the executions of the required tran-
sactions could be automated with the
use of the new order management sys-
tems that were starting to be installed.
The transactions once executed could
then be fed back to the database to re-
concile the positions held. The transi-
tion brokers approached the business
with a trading emphasis and thus the
technology that they would have desi-
gned started in this arena. From a dea-
ling perspective additional data was be-
coming more readily available and far
better analysis of the transactions could
be undertaken, both before dealing and
after. As the requirements of this pre-
trade and post-trade analysis in turn
were further defined, tools to automate
the analysis were developed.

The trading tools started to allow
better quantitative analysis of all of the
risks and trade-offs in the transition. It
became possible to put a structured fra-
mework around the discussion of how
long each transition should take and the
portfolio risks could be better assessed
and managed.

Some of the transition brokers
have stayed very firmly in the trading
arena and some of the fund manager

style transition providers have conti-
nued to focus mostly on the manage-
ment of the process. However a few
providers have tried to encompass all of
these skill sets. These providers offer
and provide an all encompassing com-
prehensive service that is supported by
the technology that has also brought
together the best of both of these
worlds into fully integrated transition
management systems.

Whilst the evolution of systems oc-
curred, the automation also allowed
those offering a «full-service» to improve
the quality and reliability of their offe-
rings. The new technology enabled
smoother reconciliation of assets and as-
sessment of the impact of corporate
events on both the assets held and those
desired by the new managers, areas both
critical when the dealing is implemented
over a period days. Furthermore fund
managers could, now, seamlessly make
changes to their wish lists with the tech-
nology enabling rapid reaction to these
changes.

With the rapid developments of the
technology applied to the management
of fund restructures, transition mana-
gers have been able to apply their skills
to reduce costs and control the risks for
a wider range of clients.

The systems that some providers
now have in place allow an open and
transparent process whereby all clients
can know how their transition would be
undertaken, how long it should be ex-
pected to take and progress and perfor-
mance can be measured. For the transi-
tion manager, complexities can be
appraised, risks managed and the pro-
cess implemented within a robust and
reliable framework.

As I have illustrated fifteen years
ago, the service now known as transition
management, was labour intensive, risky
and reserved for the biggest funds un-
dertaking the most complex reorganisa-
tions. The development of specialist
Transition Management teams using
bespoke tools has resulted in a service
that can be cost-effective, smoothly im-
plemented and a necessity for every
fund considering a reorganisation.

In some ways these advances could
be compared to the motor industry,
where once owning a motor car was
reserved for only the very wealthy,
whereas now it is considered a neces-
sity for most. �

« Transition managers 
have been able to apply 
their skills to reduce costs 
and control the risks for 
a wider range of clients. »


