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Data management is a challenge for any investment business, but it's particularly acute

for those in the private markets space. All product forms, for which there are many, have

a much more complex and harder-to-standardize data set. The investment structure,

gating provisions, IRA eligibility, targeted close dates, subscription minimums, redemption
frequency, lock up details, service providers, capital call notice periods, and K1 timing are
just a few data points that are unique to private market investments and necessary for client
servicing, regulatory inquiries and operational support.

The vast and unique nature of private market product data has created a proliferation of
storage methods and systems to handle it. A recent commissioned survey study conducted
by Forrester Consulting on behalf of iCapital suggests that on average firms are using 12
separate and disparate tools to support these products. Tools typically include a mixture of
databases, spreadsheets, various e-doc formats, emails and even physical paper.

A few firms have tried to shoehorn private markets data into security master platforms
that were designed for public market securities. As you would imagine, this leads to gaps,
mischaracterizations, and unintended downstream processing of information meant for
unrelated purposes.

The net result is that crucial and time sensitive information is difficult to locate and verify.
Firms lack visibility into potential conflicts of interest, concentration risks and areas of
unintended exposure. And investment teams lack the ability to consistently compare
products. All of which infringes on the firm'’s ability to service their clients, manage risk and
operate efficiently.
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What's Needed

As the popularity of these products grow and the
structures continue to evolve and diversify, the
challenges of managing them grow exponentially.
It won't be sustainable for firms to enter the same
information about a fund into multiple applications,
and to keep such information current and
synchronized. It will be untenable to react to client
requests when information required to support such
requests exists in unmanaged spreadsheets. And

it will be devasting when market dynamics require
immediate action to be taken while staff is manually
paging through offering materials looking for
information to identify exposure.

Firms should therefore consider implementing a fit-
for-purpose system that can accommodate the unique
and proliferating set of private market data into a
standardized repository with appropriate access rights,
governance controls and APl accessibility to feed
other mission critical applications that rely on

this information.

Operational efficiency

In the absence of a security master designed
specifically for private markets, and one that can

feed data to other applications, operational teams
are forced to enter information about a product into
multiple systems. This duplication of effort wastes time
and is ripe for error. It also makes it nearly impossible
to track who entered each piece of information, and
whether that person had the authority to do so. This
inefficiency becomes even more pronounced when
information needs to be updated and reconciled.
Every minute spent on such activities is time taken
away from delivering real value to clients.

The use of a singular and centralized private markets
security master allows for all relevant information to
be stored in one place, with governance features that
allow firms to control access rights and maintain full
audit records. And if it has APl connectivity, it allows
information to flow seamlessly across the tech stack.

Enhanced data quality and enrichment

It's not uncommon for the number of individual reference
data points to number in the hundreds for each product.
But that only counts the data that is defined by the
product itself. Most asset and wealth management
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firms typically assign additional data points that are

only relevant to their internal operation and other
applications. In many cases, this can double the number
of data points that need to be tracked.

And so, firms also need a way of creating customized
data points to more fully operationalize the support of
these products.

Compliance, security and risk management

A single consolidated data repository has major
advantages over fragmented data storage as it relates
to compliance, security and risk management. Tasks
such as proper segregation of data access rights and
regulatory reporting are far more straightforward
when a centralized data view is immediately available.
Navigating regulatory and compliance matters can

be especially problematic without consolidated data
and can have damaging consequences if reports are
subsequently found to be defective or inaccurate.

Another compliance concern is managing conflict-
of-interest circumstances appropriately. When data

is in disparate systems, it is difficult to discover which
external providers are providing which services across
the entire enterprise. This can give rise to inadvertent
conflicts, such as appointing the same entity to audit
a fund that is already providing consulting services
for another business unit within the same fund
management firm. Here again, a centralized data store
with flexible reporting capabilities can identify such
issues accurately in seconds.

There are also key risk management considerations
associated with these products. Banking services

are a case in point. Every fund a provider offers will
have a bank account, but in the event of a potential
bank failure, fragmented systems will cause a manual
effort to gain any insight as to the level of potential
exposure across products. With centralized data, bank
concentration risk can be viewed and managed in
near real time, thus pre-empting obvious risks and
accelerating response times.

Multiple data systems require multiple log ins, which
can easily lead to substandard security practices,

such as credential sharing. They also create additional
workload for security personnel who have multiple
systems to monitor and secure. By concentrating data
in one system, firms can narrow their purview of access
and data control.
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Conclusion: The Problem Will Only Get Worse
Private market products, or “alternatives”, are becoming a lot less “alternative”. They are growing in popularity, are
being included in standard asset allocation models, and proving to be valuable drivers of diversification, income
enhancement and growth in client portfolios. At the same time, the number and nature of these products is evolving to
meet the needs of both institutional and retail clients. The net effect will be more clients using more products that firms

need to support. If the problem isn't already weighing you down, it will be soon enough.
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IMPORTANT INFORMATION

The material herein has been provided to you for informational purposes only by Institutional Capital Network, Inc. (“iCapital Network”) or one of its affiliates (iCapital Network together with its affiliates, “iCapital”). This material is the property of iCapital
and may not be shared without the written permission of iCapital. No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission of iCapital.

This material is provided for informational purposes only and is not intended as, and may not be relied on in any manner as, legal, tax or investment advice, a recommendation, or as an offer or solicitation to buy or sell any security, financial product or
instrument, or otherwise to participate in any particular trading strategy. This material does not intend to address the financial objectives, situation, or specific needs of any individual investor. You should consult your personal accounting, tax and legal
advisors to understand the implications of any investment specific to your personal financial situation.

ALTERNATIVE INVESTMENTS ARE CONSIDERED COMPLEX PRODUCTS AND MAY NOT BE SUITABLE FOR ALL INVESTORS. Prospective investors should be aware that an investment in an alternative investment is speculative and involves
a high degree of risk. Alternative Investments often engage in leveraging and other speculative investment practices that may increase the risk of investment loss; can be highly illiquid; may not be required to provide periodic pricing or valuation
information to investors; may involve complex tax structures and delays in distributing important tax information; are not subject to the same regulatory requirements as mutual funds; and often charge high fees. There is no guarantee that an alternative
investment will implement its investment strategy and/or achieve its objectives, generate profits, or avoid loss. An investment should only be considered by sophisticated investors who can afford to lose all or a substantial amount of their investment.

iCapital Markets LLC operates a platform that makes available financial products to financial professionals. In operating this platform, iCapital Markets LLC generally earns revenue based on the volume of transactions that take place in these products
and would benefit by an increase in sales for these products.

The information contained herein is an opinion only, as of the date indicated, and should not be relied upon as the only important information available. Any prediction, projection or forecast on the economy, stock market, bond market or the economic
trends of the markets is not necessarily indicative of the future or likely performance. The information contained herein is subject to change, incomplete, and may include information and/or data obtained from third party sources that iCapital believes,
but does not guarantee, to be accurate. iCapital considers this third-party data reliable, but does not represent that it is accurate, complete and/or up to date, and it should not be relied on as such. iCapital makes no representation as to the accuracy
or completeness of this material and accepts no liability for losses arising from the use of the material presented. No representation or warranty is made by iCapital as to the reasonableness or completeness of such forward-looking statements or to
any other financial information contained herein.

Securities products and services are offered by iCapital Markets, an SEC-registered broker-dealer, member FINRA and SIPC, and an affiliate of iCapital, Inc. and Institutional Capital Network, Inc. These registrations and memberships in no way imply
that the SEC, FINRA, or SIPC have endorsed any of the entities, products, or services discussed herein. Annuities and insurance services are provided by iCapital Annuities and Insurance Services LLC, an affiliate of iCapital, Inc. “iCapital” and “iCapital

Network” are registered trademarks of Institutional Capital Network, Inc. Additional information is available upon request.
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