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Executive Summary

Executive Summary
n Back Office Processes Continue to Dominate the Services Landscape: The capital markets

operations market started a little over a decade ago with back-office BPO processes offshored to
IT service providers. Today, these processes are the majority of work engagements, prominent in
63% of contracts in our analysis. Major service areas include clearing and settlement, corporate
actions, reconciliations, fund accounting, collateral management, data management and
reporting, investor operations, and product control.
n Market Forces and Regulation Stimulating New Demand: With global regulatory bodies placing
continual pressure on banks and capital markets firms, there are new areas of opportunity for
service providers to step in to help clients meet regulatory compliance requirements in different
ways. Regulatory data management and reporting and analytics modeling and model monitoring
are some of the biggest areas of growth for service providers.
n Industry Staring at Technology-Driven Change: We see multiple initiatives fighting for
prioritization within client stakeholders and service providers’ strategies, all related to
technology-enabled service delivery in capital markets’ operational processes. Platform-based
services, provided as a utility, are sparking new interest from clients especially as these models
promise consolidation and economies of scale across internal LOBs and asset classes. Similarly,
clients are also driving automation initiatives within each business, led by robotic process
automation and some level of machine learning and predictive analytics to improve operational
performance for retained and outsourced functions.

© 2017 HfS Research Ltd. Excerpt for Wipro

Proprietary │Page 3

Executive Summary (continued)
n Asset Management and Investment Banks Lead Service Adoption: The largest client segments

for capital markets operations continue to be asset managers and investment banks. However,
the wealth management category is fast emerging, with service providers starting to target it
specifically through proprietary analytics-led solutions.
n High-value Middle and Front Office Processes Gradually Increasing: Capital markets clients
express greater interest in carving out more complex processes than in the past few years. They
have grown more confident in service provider capabilities and are willing to entrust more
middle office and front office support functions, including client onboarding and due diligence
support, research, reporting and analytics, order aggregation, trade validation and enrichment,
investment manager middle office support, derivatives trade support, collateral management,
pricing, etc. Contract analysis indicates that 16% of engagements include middle office
operations, and 21% feature front office support. We expect this to grow considerably in the
next 2–4 years as more back office processes get automated and service providers and their
clients move work up the value chain.
n Smaller, Shorter Engagements for Large Clients Endure: Our research shows that unlike other
segments of the BFSI industry where mega-deals with multiple functions and large-scale FTE
replacements by big banks are more prevalent, the capital markets vertical has grown through
large as well as smaller engagements with a range of capital markets clients of different sizes.
The growth in risk and regulatory consulting and analytics services is one of the reasons for the
shorter time-frame deals of up to 3 years.
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State of the Capital Markets Operations Market
n As-a-Service Winners are service providers that have the

strongest vision for As-a-Service delivery in capital
markets and are successfully partnering with banks and
capital markets firms to explore new operating models
and technologies to execute on their services vision. They
are leading the discussions on intelligent automation
technologies, platform-based services, and the fight
against regulatory pressure, all toward driving business
outcomes (profitability) over time:
• Wipro, Cognizant, Genpact, TCS

n The High Performers have laudable execution capabilities

and are making strategic investments to gain more
experience in the capital markets domain through a
balanced mix of high value, complex services, and
automation initiatives. They are not as scaled up as the
As-a-Service Winners and need to focus on execution
momentum for these strategies:
• Infosys, WNS

n The Execution Powerhouses have built their businesses

on the back of strong initial successes in the capital
markets vertical and are operationally strong. They need
to focus on expanding the value chain and articulating
and consistently delivering innovation in emerging areas:
• HCL, Syntel, Capgemini
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AS-A-SERVICE ECONOMY
The use of operating models enables
technologies and talent to drive business
outcomes through outsourcing. The focus
is on what matters to the end consumer.
HfS uses the word “economy” to describe
the next phase of outsourcing as a new
way of engaging and managing resources
to deliver services.
The 8 Ideals of the As-a-Service Economy:
1.
2.
3.
4.
5.
6.
7.
8.

Write Off Legacy
Design Thinking
Intelligent Engagement
Brokers of Capability
Intelligent Automation
Accessible and Actionable Data
Holistic Security
Plug-and-Play Digital Services

Source: Beware of the Smoke: Your Platform Is Burning
by HfS Research, 2015

Market Overview

Capital Markets – Profitability Hinges on Overcoming
Operational Challenges
n

Going into 2017, banks and capital markets firms are cautious as they continue to endure a
volatile environment with no signs of letting up. Policy ambiguity across the US and European
markets, political uncertainty, and structural market changes continue to plague the capital
markets industry. Meanwhile, low interest rates and as a consequence, bank margins across
sectors have created new waves of cost pressures. Capital markets firms continue to struggle to
generate more revenues to counter their rising cost of capital.

n

To add to the mix of this perfect storm, the revenue-generating aspect of this industry is under
fire as well. Capital markets firms have had to abandon categories of products due to new
regulations. They are more challenged to attract and retain clients that expect different, digitally
enabled levels of service with faster turnaround times across the ecosystem, particularly in
wealth management. As more big-ticket fines and penalties hit the headlines, public confidence
and trust are continuing to erode, and at the same time, the competitor landscape is expanding
for the biggest players with the continued success of community banks, regional banks, and
fintech disruptors.

n

Overall, banks and capital markets firms are severely challenged in predicting strategies for longterm sustainability in a changing market and need to have several strategies in play to meet
short-term cost pressures. Traditional cost management from cutting back trading desks and
providing front-line compensation have not yielded results at the magnitude required to
significantly balance profitability. As a result, we believe that capital markets firms will undergo a
large-scale operational transformation in 2017.
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Service Providers Are Uniquely Positioned to Help Capital
Markets Clients with Operational Transformation
n

Since the early to mid-2000s, global technology and business services providers have taken
over large parts of back and middle office processes for banks and capital markets clients.
They are now in a unique position to help rethink and run more Intelligent Operations as
capital markets clients consider:
• Strategies and operations in asset and wealth management that focus on customer
experience with the advent of “roboadvisors” and other fintech disruptions
• Regulatory reporting factories that are knowledgeable and agile in making changes as
new rulings come in, providing technology and skillsets
• Aggressive cost takeout across the board and particularly in reconciliations
• Scaling internal capacities to new market volumes and sourcing for volatility
• Addressing broken or inefficient processes, especially with automation to create more
straight-through processing (STP), particularly in trade settlements
• Replacing technology platforms or finding enabling technologies to solve for gaps in As-aService or utility propositions
• Seeking deeper insights in operations and credit and market risk portfolios with the help
of advanced analytics, machine learning, and cognitive automation

© 2017 HfS Research Ltd. Excerpt for Wipro
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Growth Thus Far Has Come from Back Office Processes
% Capital Markets Operations Process Breakup

• Back office support is present in 63% of
the contracts and continues to be a
mainstay.
• Major back office service areas include
clearing and settlement, corporate actions,
reconciliations, fund accounting, collateral
management, data management and
reporting, investor operations, and
product control.

Front office
support
21%

Back office
support
63%

Middle office
support
16%

Source: HfS Research 2017, N = 176 live Capital Markets Contracts
© 2017 HfS Research Ltd. Excerpt for Wipro
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Enterprise Clients (>$5 Billion) Dominate the Market, with
Growing Demand from Smaller Firms
BEHIND THE NUMBERS

Client Organizations’ Revenue as Percentage
of Deals

NA
18%

• Large BFS buyers with revenues of more
than US$5 billion (49%) are still the biggest
clients for capital markets operations.
• Among them, clients with revenues of $20
billion and above outsourced more deals
(26%) compared to other revenue
segments.
• However, mid-market buyers are also
gradually coming on board as service
providers expand their reach.

$20B+
26%

<$1bn
10%
$10--20B
9%
$1--2.5
bn
7%

$2.5--5bn
16%

$5B+
14%
Enterprise Categories
Large Enterprises
Mid-market Enterprises
Small Enterprises

Source: HfS Research 2017, N = 176 live Capital Markets Contracts
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Range of Revenue
Revenue above US$5 billion
Revenue from US$500 million to US$5 billion
Revenue below US$500 million

Asset Management and Investment Banking Are the
Largest Client Segments
Percentage of Deals by Vertical Segment
36%

BEHIND THE NUMBERS
• The majority of asset management and investment
banking clients outsource back office processing, at 90%
and 84%, respectively.

33%

• Contract lengths of 2–3 years are more prevalent in our
analysis (58%) for the asset management segment.
• Investment banking saw 33% of the deals last for less
than 2 years. Consulting and analytics projects have
contributed to the shorter lengths.
13%

Source: HfS Research 2017, N = 176 live Capital Markets Contracts
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Retail
brokerage

Wealth
management

Investment
banking

Asset
management

3%

North America Is the Leading Capital Operations Client
Market, Followed by the UK and India

Region Contract Signed
BEHIND THE NUMBERS

60%

• North America leads the pack in asset management deals
(30%).
• The majority of North American deals (63%) are focused
on support for back office processes.
• Most North American engagements are delivered from
India, followed by continental Europe.

14%

North America

UK

11%

India

10%

Continental Europe

Source: HfS Research 2017, N = 176 live Capital Markets Contracts
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2%

2%

ANZ

Other APAC

India Is the Most Prominent Delivery Location
Percentage of Engagement Delivery Location
Number of Contracts

Continental Europe
5%

Latin America
2%

Other APAC
1%

UK
11%

India
57%
North America
24%

Source: HfS Research 2017, N = 176 live Capital Markets Contracts
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BEHIND THE NUMBERS
• India continues to be a delivery hub for capital
markets operations, followed by North America.
• Although India is the preferred delivery hub,
only 31% of engagements have 100% delivery of
work from India.
• 13% of engagements are based on 100%
delivery of work in North America.
• The remaining 56% of engagements have hybrid
delivery models with a higher proportion of
work sent offshore.

FTE Pricing Leads Current Pricing Models Deployed in
Capital Markets Operations
Percentage of Capital Markets Operations Contracts Pricing Construct
Subscription
Gainbased
sharing/Outcome
0%
based
Transactional
6%
8%

BEHIND THE NUMBERS
• The pricing in capital markets operations is
predominantly FTE based.
• However, buyers and service providers are
increasingly exploring models beyond FTEbased pricing, even before renewal dates.

T&M (Time &
Material
based)
11%

Fixed fee
13%

FTEs (Full
Time
Equivalents)
62%

Source: HfS Research 2017, N = 176 live Capital Markets Contracts
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Journey to As-a-Service
in Capital Markets

Welcome to the As-a-Service Economy
HfS uses the word “economy” to emphasize that the emerging next phase of outsourcing is a more
flexible, outcome-focused way of engaging and managing resources to deliver services. Operating
in the As-a-Service Economy means architecting use of increasingly mature operating models,
which enables technologies and talent to drive targeted business outcomes. The focus is on value
to the consumer.
II. EMPOWERING TALENT
TO MAKE IT ALL
POSSIBLE

I. THE OPTIMUM
OPERATING MODEL
Outsourcing | Shared Services
GBS | BPaaS/SaaS/IaaS |
Crowdsourcing

TOOLS/INFRASTRUCTURE

IV. TECHNOLOGY
TO AUGMENT
KNOWLEDGE LABOR
Digitization and Robotic
Automation | Analytics | Mobility
| Social Media | Cognitive
Computing

© 2017 HfS Research Ltd. Excerpt for Wipro

AS-A-SERVICE
ECONOMY
Agility | Collaboration
One-to-Many |
Outcome Focus
Plug-and-Play Services

Capabilities over Skills |
Defining Outcomes |
Creativity | Data Science

GOVERNANCE

III. A BURNING
PLATFORM FOR CHANGE
Globalization of Labor |
High-growth Emerging Markets |
Disruptive Business Models |
Consumerization

Journey to the As-a-Service Economy
§ Moving into the As-a-Service Economy means changing the nature and focus of engagement among
enterprise buyers, service providers, and advisors.
§ “As-a-Service” unleashes people talent to drive new value through smarter combinations of talent and
technology focused on business results beyond cost reduction.

Fixed Assets

Leveraged Assets
7
Holistic
Security

CHANGE MGMT
Ideals
3
Brokers of
Capability
1
Write Off
Legacy

LEGACY
ECONOMY

© 2017 HfS Research Ltd. Excerpt for Wipro

2
Design
Thinking

5
Intelligent
Automation

4
Collaborative
Engagement

6
Accessible and
Actionable
Data

8
Plug-andPlay Digital
Services

AS-A-SERVICE
ECONOMY

SOLUTION
Ideals
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Capital Markets Are Gradually Adopting the Ideals of the
As-a-Service Economy
AS-A-SERVICE
IDEAL DEFINITION

IDEAL

NONEXISTENT

INITIAL

EXPANSIVE

Write Off Legacy

Using platform-based solutions, DevOps, and
API ecosystems for more agile, less-exceptionoriented systems and processes

Design Thinking

Understanding the business context to
reimagine processes aligned with meeting client
needs

Brokers of
Capability

Orienting governance to source expertise from
all available sources, both internally and
externally, to address capability gaps

2016

Collaborative
Engagement

Ensuring relationships are contracted to drive
sustained expertise and defined outcomes

2016

Intelligent
Automation

Using automation and cognitive computing to
blend analytics, talent, and technology

2016

Accessible and
Actionable Data

Applying analytics models, techniques, and
insights from big data in real time

2016

Holistic Security

Proactively managing digital data across the
service chain of people, systems, and processes

2016

Plug-and-Play
Digital Business
Services

Plugging into ready-to-go business-outcomefocused people, process, and technology
solutions with security measures

2016

© 2017 HfS Research Ltd. Excerpt for Wipro
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EXTENSIVE

ALLPERVASIVE

How As-a-Service Is Taking Shape in Capital Markets:
Writing Off Legacy
Legacy technology investments that limit
agility and create exceptions addressed by
adding internal and external FTEs

Using platform-based solutions,
DevOps, and API ecosystems for more
agile, less-exception-oriented systems

§ Writing off legacy for banks and capital markets firms is perhaps the biggest umbrella of activity for service
providers today. Legacy in this sense refers not only to technology platforms but also existing product and
service concepts and the operational practices and processes behind them. On the technology side, capital
markets clients are gradually retiring legacy applications in major areas, such as trading applications, in order to
gain more flexibility, support new initiatives, provide better reporting and visibility into intra-day positions, and
create more unified interfaces among front, middle, and back office processes. With the efforts to upgrade
technology applications to meet changing market requirements, capital markets clients also need operational
arms that function more efficiently and prioritize straight-through processing with technology accelerators in
areas where legacy applications need to be maintained. This is an area where service providers have invested
significantly, with promising results in unified break management, FX exceptions automation, liquidity
monitoring tools, etc. Finally, several service providers are internally developing or partnering with platform
vendors to create As-a-Service solutions and enable clients to migrate capital markets processes off legacy
systems.
Examples:
§ Wipro has invested in partnerships to create platform-based solutions in reconciliations, SSI management,
instrument data, and data quality, with multiple As-a-Service options for capital markets clients.
§ TCS has implemented an As-a-Service clearing and settlement services solution for a South African bank with its
Sernova platform for OTC derivatives. It uses an established single platform that is the backbone of most OTC
clearinghouses and supports the full front-to-back lifecycle management of cash, securities, and derivatives.
© 2017 HfS Research Ltd. Excerpt for Wipro
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How As-a-Service Is Taking Shape in Capital Markets:
Design Thinking
Resolving problems by looking first at the
process as the source of the solution

Understanding the business context to
reimagine processes aligned with
meeting client needs

§ HfS believes that design thinking, when applied effectively, provides a continuous method to discover, define,
rethink, and address business problems. It offers service providers and buyers a new way to engage as partners
to define and achieve common goals and outcomes, tapping into the resources of both parties and beyond.
§ This concept has yet to make its way to capital markets in a significant way. Banking executives contacted in our
research are curious about the potential of design thinking, especially as they are staring at operational
redesign in the next few years to curb costs. However, most have not formally engaged with their service
providers to undertake design thinking workshops or apply its principles. Service providers are similarly making
early forays in bringing these capabilities to capital markets clients. HfS expects more design thinking examples
in the next few years as service providers play more significant roles in transforming processes and creating
market utilities for capital markets, pushing them to define what experiences for users and operators would
look like in the future.
Examples:
§ Genpact has created a prototype of how client onboarding could be reimagined using design thinking, from
how the process journey starts, using digitized documentation, mobile components, and smart flows, and
integrations with legacy technologies and back office operations. Genpact held workshops for two clients using
a design thinking approach, to rethink how trades could get in faster through the door digitally, which impacts
the middle and back office work that Genpact does. In these cases, it insisted the clients bring in staff who are
leading operations and functions, and related technologies, so that they had representative decision makers, as
well as actual operational knowledge and experience.
© 2017 HfS Research Ltd. Excerpt for Wipro

Proprietary │Page 20

How As-a-Service Is Taking Shape in Capital Markets:
Brokers of Capability
Focusing governance and operations staff
on managing to the letter of the contract
and the decimal points of service levels

Orienting governance to source expertise
from all available sources, both internally
and externally, to address capability gaps

§ Being a broker of capability is about articulating a business problem or opportunity, the desired outcomes, and
then coordinating and facilitating across internal and external entities to reach those results.
§ Capital markets clients are approaching this ideal in different ways, with the biggest challenge being the level of
conservatism and risk aversion. Some clients have entered into joint ventures with service providers to hedge
between the capabilities and experience that service providers are able to bring, and the need for better
control and risk mitigation in day-to-day operations. Others have developed governance teams that proactively
encourage two-way communication to satisfy the firm’s need for risk control. As one client put it, “We knew
exactly what to expect with our internal groups needing tight control so we make sure to have frequent
governance reviews with our service provider to ensure that they have everything they need to deliver for us.”
§ Another aspect of being brokers of capability is bringing in expertise from external sources, and in some cases,
service providers are filling these roles. They are facilitating workshops and inviting startups to interact with
capital markets clients, expanding their range of partnerships, especially with fintech technology vendors, and
investing in tech labs to bring true process transformation.
Examples:
§ Cognizant set up a BFS DigitalWorks lab to co-innovate with its clients to rapidly prototype and build POCs and
to work with fintech firms to build solutions in digital technologies. This has helped Cognizant leverage
expertise from within its operations practice, technology, and consulting groups, researchers, and its client
counterparts to work on ideas, including an asset trading platform (CRYPTIK), social investing,
wealth/roboadvisors, and personal finance managers.
© 2017 HfS Research Ltd. Excerpt for Wipro
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How As-a-Service Is Taking Shape in Capital Markets:
Collaborative Engagement
Evaluating relationships on baselines of
cost, effort, and labor

Ensuring relationships are contracted to
drive sustained expertise and outcomes

§ At the core of the As-a-Service Economy—linking the solution ideals to the change management ideals that
make a solution effective over the long term—is collaborative engagement. Service providers and buyers that
foster a partnership culture over time have the best chance of driving sustained value by contracting for
outcomes. Instead of a rigid and directive, arm’s-length, SLA-focused environment, both parties are viewed as
equals, with two-way feedback, collaboration, and accountability for success and innovation in the engagement.
§ A large percentage of contracts in capital markets operations are still based on time and materials, and FTE
pricing. However, some service providers are using levers, such as automation, advanced analytics, and
platform-based services, to chip away at traditional engagement models and bring about more of an outcome
focus.

Examples:

§ Hexaware has multiple long standing capital markets relationships in which it started with addressing capacity
gaps and has gradually moved to providing managed services with well-defined outcomes. Using its Digital
Managed Services engagement model, Hexaware guarantees business benefits to customers and takes on the
risk of introducing automation. Hexaware is using this model with a leading global bank where the service
provider is optimizing the payment investigation process by using a machine learning–capable platform.
§ To foster its client’s vision of using RPA tools, NIIT proposed a joint governance committee to identify retained
and offshore processes as likely RPA candidates. Through a collaborative process, NIIT shortlists use cases with
its client’s in-house technology governance team and monitors progress along with them on an ongoing basis.
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Proprietary │Page 22

How As-a-Service Is Taking Shape in Capital Markets:
Intelligent Automation
Operating fragmented processes across
multiple technologies with significant
manual interventions

Using automation and cognitive
computing to blend analytics, talent, and
technology

§ Capital markets clients are seriously evaluating what we call intelligent automation technologies—using
software and technology to do routine tasks, enhancing it through machine learning and natural language
processing, and moving up the curve with artificial intelligence. We find more traction in capital markets than
other banking segments evaluated recently, such as mortgage. All service providers, on their part, have picked
their automation vendors of choice to partner with and started going to capital markets clients with proprietary
automation suites, with robotic process automation (RPA) at the forefront. One client shared his experience
with their service provider: “They are making a huge difference to the things we can do as a firm. Regulations
are tough for us to manually keep up with as a global company with branches underneath, and with the rapid
robotics deployment, we’re seeing a risk reduction, cost saving, and our service provider is moving from being
an FTE provider to an innovation company selling us value... we’re doing gainshare on the results.”
§ HfS does not see many examples of other intelligent automation technologies being explored; most of the
attention is going to RPA. Experiments with cognitive automation that are already under way and into the next
year will go a long way in demonstrating the business value for capital markets processes.
Examples:
§ Apart from multiple RPA implementations, Wipro is one of the first to apply cognitive automation in this
market with its artificial intelligence platform Holmes and the eKYC offering, which is in advanced
implementations stages with one large client and pilots with others.
§ Infosys designed a bank loan reconciliation tool for a global custodian bank (between loan instructions and
WSO reports), leading to timely closure of month-end books and risk exposure mitigation of US$3.4 million.
© 2017 HfS Research Ltd. Excerpt for Wipro
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How As-a-Service Is Taking Shape in Capital Markets:
Accessible and Actionable Data
Performing ad hoc analysis of
unstructured data with little integration or
business context

Applying analytics models, techniques,
and insights from big data in real time

§ The most effective analytics—analysis of data for insight that then leads to planning and action—starts with
aggregated, cleansed, and standardized processes and data. Data is arguably the biggest currency for capital
markets clients. Regulations and risk management requirements are forcing banks to rethink the way in which
they capture, store, manage, and distribute the growing volumes of transactional and trade data. Structured
data from multiple departments and asset classes are maintained in silos, and unstructured data present new
challenges, as well as opportunities. Data and analytics services are thus one of the biggest areas of growth in
capital markets operations. Front office support has been the traditional area for analytics modeling and
research, including credit/equity research and analytics and investment analytics. As data management
continues to develop more of a business focus with stakeholders outside IT, we see more strategic analytics and
big data projects under way. Examples include revamping and consolidating back office reference data
management and embedding predictive analytics engines in the front end to flag and help remediate trade
mismatches. New and evolving capabilities from service providers include data and analytics for risk and
regulations, such as culture and conduct risk analysis, internal audits analytics, and regulatory compliancerelated data management (e.g., FATCA withholding and reporting).
Examples:
§ Cognizant is helping a global investment bank to capture the value of analytics by setting up a CoE that will aid
all business units to do explorative and repeatable analysis on structured and unstructured data.
§ A private equity firm was constrained in its ability to evaluate deals and had limited due diligence on underlying
companies in the portfolio, which was resulting in pricing mismatches. WNS built a financial model, developed
processes for deal screening, provided due diligence, and significantly improved the client’s outcomes.
© 2017 HfS Research Ltd. Excerpt for Wipro
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How As-a-Service Is Taking Shape in Capital Markets:
Holistic Security
Responding reactively with post-event
fixes; little focus on end-to-end process
value chains

Proactively managing digital data across a
service chain of people, systems, and
processes

§ Holistic security is the proactive management of digital data across internal and external people, processes, and
technology. Often, the focus is on the systems, but in business process services and in sourcing engagements,
people and processes become a significant factor in managing and securing data. Banking and capital markets
clients have been historically conservative, with stringent data protection laws. However, as outlined in the
Actionable and Accessible Data section, the BFS industry is plagued with increased regulatory and compliance
audits on data security, creating an even more risk-averse environment for sourcing engagements.
§ Apart from the typical permissioned access and risk and compliance mechanisms put in place by service
providers, there is a need for a more holistic approach by capital markets clients in creating a shared culture of
digital trust. Developing digital trust for capital markets operations as a whole will be critical in the coming
years, especially with the potential for cloud-based delivery of data services for core processes, more dataintensive market-facing utilities, and the start of a dialogue on cybersecurity with major regulatory bodies.
Examples:
§ For technology offerings, TCS has an Internal Digital Audit group that acts as the software security assurance
advisor for TCS Digital Enterprise projects across mobile, cloud, API, and big data areas. The service provider
also has digital security service offerings, having built automated mobile app security testing products and
security risk assessment frameworks for capital markets clients.
§ The operations head of instrument data at a global financial services firm explained that cybersecurity policies
and mandates are being developed at the corporate level to protect digital data, and there needs to be more
collaboration at the operations level among business stakeholders to define and deliver holistic security along
with their service partners.
© 2017 HfS Research Ltd. Excerpt for Wipro
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How As-a-Service Is Taking Shape in Capital Markets:
Plug-and-Play Business Services
Undertaking complex and often painful
technology transitions to reach a steady
state

Plugging into ready-to-go business
outcome-focused people, process, and
technology with security measures

§ The concept of delivering plug-and-play business services is still evolving in the capital markets. An As-a-Service
solution includes a single contract for people, process, and technology for an end-to-end process, contracted to
deliver outcomes.
§ The biggest example of these outcome-driven engagements is the move by the entire capital markets industry
toward market utilities for various non-core processes. Service providers are buying off platforms, modernizing
them, and trying to create multitenant service solutions, while clients are relieved from keeping up with
changing regulations in the process areas and instead pay by outcomes and view service providers as partners.
§ We see numerous examples of these initiatives in the market today, where service providers are trying to create
two kinds of utilities: consolidating capabilities for a client internally across LOBs/asset classes and creating
market-facing multitenant utilities in reference data management, reconciliations, derivative post-trade
processing, and KYC/AML client onboarding.

Examples:

§ Genpact has made the most headway, with its KYC.com utility, working with its JV partner Markit and 4 of the
G14 banks acting as design partners to develop a single interface for securely managing KYC profiles and
regulatory classification data with all counterparties. Other G14 banks are starting to come on board.
§ A Swiss global financial services company spoke about how they selected Capgemini because of its willingness
to partner and invest in modernizing the client’s instrument data platform to deliver managed services and
potentially offering it as a utility to other banks for a share of the revenues.
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Research Methodology

Research Methodology
Data Summary

This Report Is Based On:

n Data was collected in Q3–Q4 2016, covering

n Tales from the Trenches: Interviews with

buyers, service providers, and advisors or
influencers of capital markets operations.

buyers who have evaluated service
providers and experienced their services.
Some contacts were provided by service
providers, and others were interviews
conducted with HfS Executive Council
members and participants in our
extensive market research.

Participating Service Providers

n Sell-side Executive Briefings: Structured

discussions with service providers
regarding their vision, strategy, capability,
and examples of innovation and
execution.

n Publicly Available Information: Thought

leadership, investor analyst materials,
website information, presentations given
by senior executives, industry events, etc.
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Capital Markets Operations Value Chain
BPO, BPaaS, Utilities, and Platform-based Business Services Provided to Clients in Asset
Management, Investment Banking, Brokerage, and Wealth Management
Representative list
FRONT OFFICE OPERATIONS
• Research and analytics
• Front office support – planning,
credit/equity research, library
management, portfolio support
• Sales support - client inquiry
management, client account opening
and maintenance, client reporting

BACK OFFICE OPERATIONS

MIDDLE OFFICE OPERATIONS
• Trade services and trade processing –
• Trade execution
• Position management
• P&L accounting
• Allocations
• Confirmations/affirmations
• Trade reporting
• Risk management
• Compliance support

•
•
•
•
•
•

Clearing and settlement
Post-settlement processing
Data management
Reconciliation
Finance & Accounting
Treasury

ENABLING TECHNOLOGIES
Digitization and Robotic Automation - Analytics - Mobility - Social Media - Cognitive Computing
OPERATING MODELS AND PLATFORMS
Outsourcing - Shared Services - GBS - COEs - BPaaS/SaaS/IaaS - Utilities

Legend for Value Chain Coverage in Service Provider Profiles
Full Coverage
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Partial Coverage

No Coverage
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HfS Blueprint Scoring Percentage Breakdown
Execution Criteria = 100%
1. Quality of Account Management Team
2. Integration of Customer Feedback and Collaborative Models of Engagement
3. Flexibility to Deliver Point and End-to-End Solutions
4. Actual Delivery of Solutions
5. Experience Working Across Capital Markets Segments
6. Configurability of Solutions to Multiple Geographic Locations
7. Ability to Attract and Retain Key Skills
8. Model for Continuous Improvement
9. Progress on Embedding Analytics in Operations
10. Progress on Embedding Intelligent Automation

15%
10%
10%
25%
10%
5%
10%
5%
5%
5%

Innovation Criteria = 100%
1. Vision for Capital Markets Market Evolution
2. Approach to Helping Clients Write Off Legacy
3. Roadmap for the Deployment of Intelligent Automation
4. Roadmap for Use of Technology to Support Business Processes
5. Concepts for New Commercial Models for Capital Markets Operations
6. Roadmap for Accessible and Actionable Data and Analytics
7. Solutions for Holistic Security in Capital Markets Operations
8. Response to Regulatory Requirements
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15%
10%
15%
15%
10%
20%
5%
10%

Guide to the Blueprint Grid
To distinguish service providers that show competitive differentiation in a particular line of delivery with
progress in realizing the As-a-Service Economy of business outcome–oriented, on-demand talent and
technology services, HfS awards these providers the As-a-Service Winner’s Circle designation.
EXECUTION

INNOVATION

As-a-Service Winner’s Circle
shows excellence recognized by clients
in the 8 Ideals in execution and
innovation

Collaborative relationships with clients,
services executed with a combination of
talent and technology as appropriate, and
flexible arrangements

Articulate vision and a new way of thinking
have recognizable investments in future
capabilities, strong client feedback, and are
driving new insights and models

High Performers
demonstrate strong capabilities but
lack an innovative vision or
momentum in execution of the vision

Execute some of the following areas with
excellence: worthwhile relationships with
clients, services executed with “green
lights,” and flexibility when meeting clients’
needs

Typically, describe a vision and plans to
invest in future capabilities and
partnerships for As-a-Service, and illustrate
an ability to leverage digital technologies
and/or develop new insights with clients

High Potentials
demonstrate vision and strategy but
have yet to gain momentum in
executing them

Early results and proof points from
examples in new service areas or
innovative service models, but lack scale,
broad impact, and momentum in the
capability under review

Well-plotted strategy and thought
leadership showcase the use of newer
technologies and/or roadmap and talent
development plans

Execution Powerhouses
demonstrate solid, reliable execution
but have yet to show significant
innovation or vision

Evidence of operational excellence;
however, still more of a directive
engagement between a service provider
and its clients

Less evident vision and investment in
future-oriented capability, such as skills
development, intelligent operations, or
digital technologies
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HfS Blueprint: Capital Markets Operations
Investing in Innovation to Change

Excellent at Innovation and Execution

HIGH
POTENTIALS

AS-A-SERVICE
WINNER’S
CIRCLE

HIGH
PERFORMERS

Cognizant Wipro
EXL

INNOVATION

Hexaware
NIIT
Technologies
Tech Mahindra

Building All Capabilities
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WNS
Infosys

Genpact
TCS

HCL
Syntel
Capgemini

Execution Is Ahead of Innovation

EXECUTION
POWERHOUSES

Major Service Provider Dynamics: Highlights
EXECUTION

INNOVATION

• Quality of Account Management: Capital markets
clients are generally satisfied with their account
managers across service providers. However, Wipro,
Syntel, and Hexaware were specifically commended for
the partnership approach that they are proactively
trying to build into their relationships with capital
markets clients.
• Actual Delivery of Services: Although most service
providers have experience with back office processes, a
few, like WNS, Syntel, and EXL, are starting to expand
into other areas of capital markets operations, such as
client onboarding and sales support and credit/equity
research. Cognizant, Genpact, and TCS emerged as
operationally excellent for back office support with
significant investments in continuous improvements in
service delivery over time.
• Ability to Attract and Retain Key Skills: Industry
attrition is a consistent challenge, as pointed out by
clients across the board. When the senior resources and
SMEs leave, the operational performance of complex
processes takes a big hit. Genpact, WNS, and Wipro
received positive feedback for their efforts to minimize
the attrition challenge with more bench availability and
investment in industry training and certifications to
retain key talent.

• Vision for Capital Markets Operations: The Winner’s
Circle leaders, Cognizant, Wipro, Genpact, and TCS, have
all developed a compelling vision for capital markets
operations. On the back of their acquisitions and strategic
partnerships, they are all exploring ways in which to
deliver As-a-Service solutions, with a combination of
process and domain expertise, technology accelerators,
and business outcome focus. They will be battling for
client adoption for new As-a-Service solutions in the next
few years as they try to realize these visions in a
conservative market.
• Delivery of Accessible and Actionable Data Analytics:
Advanced analytics and predictive modeling were among
the key areas that capital markets clients outlined for
future investment in services. Our research shows that
TCS, Genpact, WNS, and EXL are leading the charge in
developing strong capital markets practices for research,
reporting, and analytics.
• Roadmap for the Deployment of Intelligent Automation:
Most capital markets clients are in some stage of
evaluating automation tools and have multiple service
providers pitching to them regularly as the market takes
off. In terms of a roadmap for broader intelligent
automation technologies and their applicability to
industry-specific processes, Wipro is emerging as an early
leader in capital markets.
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Service Provider Analysis

Wipro

A Securities Powerhouse Driving Cognitive Automation

Winner’s Circle
Strengths

Challenges

• Leader in the Securities Market. Wipro has built an industry-leading practice for core
operations in capital markets, with particular strengths in clearing and settlement,
syndicated loans, and reconciliations. It works with the three largest global banks in these
areas. It has multiple partnerships to offer utilities, such as SSI As-a-Service with iMeta.

• Building on Consulting Skills. Clients brought up
Wipro’s relative lack of consulting skills, which it will
require to win more transformative work in the front
office in the future.

• Advancing the Cognitive Dialogue in Capital Markets. The first use case for Wipro’s AI
platform Holmes was eKYC, to optimize the customer’s onboarding lifecycle. Wipro has a
marquee client for this platform that is now expanding its usage to different markets and
building out a robust solution. eKYC has advanced the use of machine learning in the capital
markets domain in automated data extraction, cognitive search, and intelligent assistants.

• Countering Industry Attrition. Attrition, particularly
among SMEs, was brought up as a challenge by
Wipro’s clients. They stressed that the service provider
must continue to invest in cross-training and bench
buffers to retain and grow its domain knowledge.

• Significant Headway on RPA Implementations. Unlike several competitors that are still in the
formative stages, Wipro has active RPA deployments across 8 capital markets clients, with
about 50 BOTs implemented across rule-based and judgment-based processes.

• Faster Rollout of Industry Utilities. As Wipro is an
industry leader, clients have strong expectations for
Wipro for creating and mainstreaming industry
utilities. HfS observed a strong articulation and
roadmap from Wipro for utilities such as in the
settlement space. Navigating through different client
environments and platforms to create standardized
offerings will be Wipro’s biggest challenge in the next
few years.

Blueprint Leading Highlights
• Collaborative Models of
Engagement
• Actual Delivery of Solutions
• Experience Working Across Capital
Markets Segments
• Progress on Embedding Intelligent
Automation
• Vision for Capital Markets Market
Evolution
• Roadmap for the Deployment of
Intelligent Automation

Offering Maturity
Front office
Middle office

• Becoming Better Partners by Changing Reactive Culture. Wipro’s clients shared how the
service provider has evolved its role over the years. They described their engagements as
moving from Wipro being an order taker to now proactively sharing ideas and challenging old
norms. Clients attribute this partly to new types of talent being brought across operational
and leadership layers and overall contributing to more of a partnership culture. This is also
demonstrated by clients pointing out that Wipro is flexible on pricing models and is quick to
suggest creative commercial terms.

Back office
Relevant Acquisitions/Partnerships

Key Clients

Global Operations

Acquisitions:
16 capital markets operations clients,
• 2016, Appirio, global cloud services company including:
• 2015, Designit, global strategic design firm
• 2013–14, invested in Opera solutions, a
• European investment bank
• Swiss investment bank
predictive big data analytics company
• US-based financial services firm
Partnerships:
• Automation – Automation Anywhere, Blue
• European investment bank
• Leading global information services
Prism, OpenSpan, WorkFusion, and UiPath
• GoldenSource – Data management solutions
provider
• Leading global transfer agency
for the securities and investment
• Leading US-based global investment
management industry
• iMeta – Provides an SSI As-a-Service model
bank
• London Stock Exchange Group (LSEG) for a
• Leading US brokerage and banking firm
• Leading French investment bank
hosted, As-a-Service reconciliation platform
solution
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Proprietary Technologies/Platforms

Headcount: 5,300

•

Locations:

•

•
•
•
•

•

LATAM (Mexico, Costa Rica, Brazil) –
0.70%
UK (London, Glasgow, Dublin) – 3%
EMEA (Johannesburg) – 0.30%
India (Mumbai, Pune, Chennai,
Bengaluru, Hyderabad, New Delhi/NCR)
– 89%
Other APAC (Singapore, Hong Kong,
Shanghai) – 7%
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•
•
•
•
•

eKYC HOLMES – Proprietary artificial intelligence
platform for cognitive KYC
IQNxt – Data quality tool for regulatory compliance,
reporting, and capital allocation
Opera wealth management platform – To derive
actionable business insights from big data
BASE Harmony – Transition management tool
BASE Govern – Reporting and analytics tool
DCxM – Text digitization tool
IntelliFee platform – Brokerage, custody, and
exchange (BCE) fees platform-based BPS solution
that automates invoice management and
reconciliation and enables incisive spend analytics

Market Direction and
Recommendations

What’s Next for Capital Markets Operations

n Gold Rush for Standardization in the Foreseeable Future: Service providers, including new entrants

and industry veterans, are in a race to find ways to bring more standardization in capital markets
operations. The ones that can solve the significant challenges in data management will define
success for market utilities. The managing director at a midsize PE firm remarked, “Although we all
have to do reconciliations, everyone’s built up in a certain way. The challenge for a service provider
or market utility is not the actual processing but standardization in the upstream data that has to be
fed in from various systems and the downstream outputs to different stakeholders like regulators
and clients where the reporting requirements may be different.” Even within the walls of one
enterprise client, data metrics, logs, and audit terms and the systems that consume them across
businesses are varied. The biggest areas of investment for clients in the next few years thus will be in
consolidating and standardizing areas such as reference data management and reconciliations.

n More Demand for Regulatory Consulting and Operations Expertise: Capital markets clients will seek

ongoing guidance for the changes in and the impact of regulatory reforms on their operations and
compliance needs. They have traditionally sought consultative advice from risk advisories and
consulting firms, and our primary research reveals that for many clients, service providers are not
perceived by key client stakeholders as experienced enough to take on those advisory roles. We
anticipate more acquisitions and strategic partnerships by service providers to bridge this gap, such
as Genpact and Oliver Wyman.

n Critical Mass for Intelligent Automation: Operational cost take-out continues to dominate the

conversation for the majority of capital markets clients in our research, as they struggle for
profitability with initiatives like trade expense management. The new breed of automation tools has
thus definitively caught the attention of these buyers. In the next year, we anticipate many more
implementations, particularly for processes that have not been offshored yet where big bang savings
are more possible. In the medium term, the cognitive capabilities and machine learning projects
under way today in areas like due diligence and inquiry management will have matured and created
more confidence for conservative capital markets
clients.
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Financial Institutions Have Ambitious 3-Year Goals for
Operational Maturity – With a Customer-First Strategy
Which of your business functions are the most mature in terms of intelligent operations
now? Where would you like them to be in 3 years? (Scale 1–5, only 4 and 5 shown)
Target for 3 years

Maturity Now

Wealth Management

Front Office

Post-trade Processing/Back-office

New Product/Service Development

23%

61%

11%
55%

16%

18%

Source: “Intelligent Operations" Study, HfS Research 2016
Sample: BFS Buyers = 67
© 2017 HfS Research Ltd. Excerpt for Wipro

61%

Proprietary │Page 38

46%

About 3 Out of 4 BFS Buyers Want More Intelligent
Operations in Their Middle Office Processes
Do you agree or disagree with the following statements?
Strongly Agree

Somewhat Agree

Somewhat Disagree

New digital technology initiatives are radically changing the way we
manage business operations

29%

There is unprecedented pressure on operations professionals to
leverage new technologies like never before, to be effective

27%

Using as-a-service/intelligent operations to align the front office
with the core business will have the biggest impact

22%

When considering As-a-Service providers, it is important that they
deliver both technology and process expertise

22%

Using as-a-service/intelligent operations to align the middle office
with the core business will have the biggest impact

18%

Service providers that fail to make the shift to support intelligent
operations with As-a-Service capabilities will see their value
proposition fade away

18%

Source: “Intelligent Operations" Study, HfS Research 2016
Sample: BFS Buyers = 67
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Strongly Disagree
47%

40%

49%

53%

53%

42%

9%

24%

16%

9%

22%

7%

13%

11%

24%

31%

4%

9%

…And Are Likely to Switch Providers If Necessary to Power
the Next Phase of Growth

How likely is it that you are going to switch from primary service providers that fail to evolve
legacy service delivery to intelligent operations when you renew your next phase of ITO
and/or BPO contracts?
Healthcare

21%

45%

24%

8%

Very Likely

Other
Banking and Financial Services

22%
11%

39%
49%

33%

Energy and Utilities

24%

30%

9%

31%

9%

33%

10%

Manufacturing and CPG

11%

44%

30%

15%

Insurance

13%

41%

33%

8%

Retail and Hospitality

14%

Pharma and Life Sciences

18%

34%
24%

Source: “Intelligent Operations" Study, HfS Research 2016
Sample: BFS Buyers = 67
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49%
44%

Likely

Neither likely or unlikely

Unlikely
3%

9%

Very unlikely

Capital Markets Will See More Collaborative Engagements
in the Next 3 Years as the Market Becomes As-a-Service
AS-A-SERVICE
IDEAL DEFINITION

IDEAL

NONEXISTENT

INITIAL

EXPANSIVE

EXTENSIVE

Write Off Legacy

Using platform-based solutions, DevOps, and
API ecosystems for more agile, less-exceptionoriented systems and processes

Design Thinking

Understanding the business context to
reimagine processes aligned with meeting client
needs

Brokers of
Capability

Orienting governance to source expertise from
all available sources, both internally and
externally, to address capability gaps

2016

Collaborative
Engagement

Ensuring relationships are contracted to drive
sustained expertise and defined outcomes

2016

Intelligent
Automation

Using automation and cognitive computing to
blend analytics, talent, and technology

2016

2019

Accessible and
Actionable Data

Applying analytics models, techniques, and
insights from big data in real time

2016

2019

Holistic Security

Proactively managing digital data across the
service chain of people, systems, and processes

2016

Plug-and-Play
Digital Business
Services

Plugging into ready-to-go business-outcomefocused people, process, and technology
solutions with security measures

2016
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2019

2019
2019
2019

2019
2019

ALLPERVASIVE

2017 Recommendations: Enterprise Buyers
n Focus on Getting the Right Balance of Decision Makers in the Room: Data management in capital

markets is gradually coming out from under the stewardship of IT alone, to include more business
stakeholders that have specific operational performance goals in mind. This must be a strategic priority
for banks and capital markets firms of all sizes in the next few years. In addition, internal control groups
from risk and compliance must also become equal stakeholders and contributors, especially as process
owners champion new solutions with third-party service providers.
n Cognitive Goes Far Beyond Roboadvisors in This Industry: Industry dialogue on cognitive engines and
platforms has started and ended with roboadvisors due to the disruptive nature of cognitive-powered
startups Betterment and Wealthfront. However, the applicability for cognitive automation goes far
beyond these product and service concepts and is a crucial part of the long-term method for enterprises
to drive intelligent operations. Capital markets clients are advised to explore the use cases for customerand non-customer-facing functions at this stage. HfS believes that front and middle office operations
could be greatly enhanced by cognitive tools, and we are already starting to see examples across internalfacing IT and operations.
n Risk and Compliance Excellence Are the Real Automation Outcomes—Not Short-term Cost Savings: HfS
has observed that capital markets clients are focusing on automation efforts in the race for operational
cost efficiencies. Buyers are advised to take a broader view of the impact of intelligent automation
technologies on their operational capabilities beyond cost. Regulatory compliance and risk excellence are
more impactful long term goals for automation as capital markets clients target intelligent operations.
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2017 Recommendations: Service Providers
n Connect the Dots of Domain-specific Automation Use Cases: HfS received consistent feedback from across

the capital markets value chain about the lack of industry-specific use cases for RPA from service providers.
The majority of service providers have experience with RPA from other segments, such as retail banking
and insurance claims, which make it challenging to demonstrate business value and ROI and get executive
buy-in from different stakeholders. Even where live pilots and production examples are not yet available,
service providers are advised to do their homework before setting out on client road shows. Service
providers should speak to industry SMEs and have a list of top use cases and operational challenges in
which RPA can be best leveraged in capital markets specifically.
n Domain Knowledge Is About to Become Even More Critical: Following from the previous point, the need
for domain knowledge is being felt across layers, from the operations floor to executive leadership. There is
a war for talent in major Indian cities, where entry-level talent is increasingly available, but due to the
complex nature of processes, clients are fighting to retain more senior talent and SMEs in their accounts.
As basic work becomes increasingly automated, these complex activities will become more critical. At the
management layer, as one client pointed out, “Without domain experience, your credibility with internal
stakeholders is severely challenged. Walking into a room with CXOs that have 15–20 years of compliance
experience, it’s one thing if you’re pitching offshore, rules-based processes, but to say, here’s how I can
change your processes, optimize them with new and unproven technologies…it’s a tough sell without deep
domain.”
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2017 Recommendations: Service Providers (continued)
n Clients Seek Risk-takers for Collaborative Engagements: Several clients in our research described their

selection criteria for service providers that run their current operations. For the ones that believe their
engagement is collaborative, they highlighted that what swayed them to work with their chosen provider
was that the service provider was willing to take risks and invest in the client’s success. This attribute
cannot be understated for capital markets engagements that typically have a steep learning curve for
grappling with unique client environments. As capital markets clients roll out automation and utility
projects, they outlined their need to work with service providers that they perceive as collaborative
partners that are willing to invest in them for the long term.
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About HfS Research
HfS Research is The Services Research Company™—the leading analyst authority and global community for business operations and IT
services. The firm helps organizations validate and improve their global operations with world-class research, benchmarking and peer
networking. HfS Research was named "Independent Analyst Firm of the Year for 2016" by the Institute of Industry Analyst Relations which
voted on 170 other leading analysts. HfS Chief Analyst, Phil Fersht, was named Analyst of the Year in 2016 for the third time.
HfS coined the terms "The As-a-Service Economy" and "OneOffice™", which describe HfS Research's vision for the future of global
operations and the impact of cognitive automation and digital technologies. HfS' vision is centered on creating the digital customer
experience and an intelligent, single office to enable and support it. HfS’ core mission is about helping clients achieve an integrated support
operation that has the digital prowess to enable its organization to meet customer demand - as and when that demand happens. With
specific practice areas focused on the Digitization of business processes and Design Thinking, Intelligent Automation and Outsourcing, HfS
analysts apply industry knowledge in healthcare, life sciences, retail, manufacturing, energy, utilities, telecommunications and financial
services to form a real viewpoint of the future of business operations.
HfS facilitates a thriving and dynamic global community which contributes to its research and stages several OneOffice™ Summits each
year, bringing together senior service buyers, advisors, providers and technology suppliers in an intimate forum to develop collective
recommendations for the industry and add depth to the firm’s research publications and analyst offerings.
Now in its tenth year of publication, HfS Research’s acclaimed blog Horses for Sources is the most widely read and trusted destination for
unfettered collective insight, research and open debate about sourcing industry issues and developments.
HfS was named Analyst Firm of the Year for 2016, alongside Gartner and Forrester, by leading analyst observer InfluencerRelations.
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