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Making Managed Accounts Manageable

KEY COMPONENTS

e Unique double-sided physical
general ledger

e Comprehensive, multi-currency
back-office solution and
transaction repository

e Supports virtually any asset type
including equities, fixed income,
futures, bank debt, rpos and
swaps

e Easy-to-use navigation and the
ability to integrate with a varity
of systems

With liquidity continuing to stabilize, alpha-seeking institutional players have
shown increased confidence in alternative strategies such as hedge funds,

fund of hedge funds, OTC derivatives products and private equity. Post-
Madoff, however, these participants continue to clamor for greater control of
their investment capital. Program oversight practices have evolved, reflecting
investors’ heightened risk awareness and ratcheting up the level of transparency
required.

These and other factors have led to a surge in demand for managed accounts
within the hedge fund space over the past several years. Using a managed
account, investors can gain additional insight into a fund’s activities and
holdings, are afforded an extra layer of liquidity protection should the fund
be hit by a spate of redemptions, and, by utilizing a segregated account, can
achieve greater control over their assets while minimizing counterparty risk.

In its recent report entitled “Managed Accounts: Helping to Restore Investor
Confidence,” Citi found that managed accounts “are now increasingly an
option for investors who are under pressure from their own stakeholders to
demonstrate they are doing all they can to minimize the risks of fraud, illiquidity
and style drift.” Since 2004, managed account usage has nearly tripled;
according to Citi, some 85 percent of hedge fund managers have seen an
increase in requests for managed account structures. As of last year, estimates
put managed account Assets Under Management in the vicinity of $41billion.

Widely available since the 1990s, managed accounts have seen a surge in
popularity due to the many benefits they offer, “such as access to liquidity and
ownership of assets,” affirms Joanne Job, Moody’s analyst and author of the
report “Hedge Funds: Investing Through Managed Accounts.” “The financial
crisis, coupled with many hedge funds imposing liquidity restrictions, prompted
investors to look for fund offerings that gave them more control over their
investments and managed accounts filled this market need.”
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