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Executive Summary

COVID-19is relentless in its global onslaught.
This webinar discusses some of the key
questions that investors should ask their
investment managers, as they brace themselves
for the impacts of COVID-19 and assess their
investment managers’ operational readiness for
COVID-19 outbreak.

Business Continuity (BC) and Disaster Recovery
(DR) are two main themes around which
investors should base discussions with their
investment managers. Most participants (56
percent) in the webinar focused more on
investment returns during these disruptive
times instead of operational risks associated
with managing the client portfolio. However,
this trend is quickly changing as participants
(57 percent ) consider it critical for investment
managers to have a robust BC/DR plan to
minimize the risks for clients, employees and
businesses.

Several investment managers have been
proactive in enhancing their
telecommunication capabilities, reviewing their
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IT budgets and IT infrastructure including VPN
network capacity, and continuously testing and
reviewing their BC robustness. However, most
participants (57 percent) believe these measures
are a work-in progress and still need regular
review due to the volatility and unexpected
timeline of this contagion. COVID-19 could pose
a potential threat to the operational continuity
of investment portfolios such as a non-
functioning trader and limitation of remote
working capabilities including cybersecurity; and
liquidity concerns, redemption terms, fair value
valuations.

A dedicated crisis team with in the investment
management firm could assess and remedy
identified gaps in their BC plans. Irrespective of
the preparation, unexpected barriers could arise,
such as higher internet bandwidth requirements
to support work-from-home and the immediate
practicality of their BC plans. Proper governance,
agility, robust systems, increase frequency of
monitoring of critical service providers and
review of the response system are measures that
investment managers can adopt to counter the
growing impact of COVID-19.

#SingaporeTogether: Manage COVID-19. Your Action Plan For A Quick Recovery

As investors, the next steps should be to identify
investment managers whose operational
processes might potentially be impacted by
COVID-19 through enhanced operational due
diligence. Once the operational risks have been
identified, investors should ensure these gaps
are discussed and engage the investment
managers to address them at the earliest. At this
critical time, investment managers play a vital
role in ensuring that the expectations and
interests of investment portfolios are duly
protected.

Please contact us with your queries
about operational risk readiness.

Shireen Kwan, Growth Leader
Mercer Singapore
Shireen.kwan@mercer.com
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Agenda

e Introduction

e Learn about Business Continuity (BC) and Disaster Recovery (DR) principles when
assessing investment managers

« Common operational risks identified concerning BCand DR

e Key questions investors should ask their investment managers in times of operational
disruptions

e Live QRA
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Guest Speakers
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Matilde Segarr, Kenneth Lim
Chief Risk Officer Asia Pacific, Fidelity International Chief Operating Officer Asia ex-Japan, Nikko Asset Management Asia Limited
» Responsible for holistic risk oversight and challenge across » Oversight & responsibility on Operations, Information
Fidelity Asia Holdings Limited and all its subsidiaries within Technology, Risk Management, Performance, Business
the Asia Pacific Region. Management and Office Administration.
* Works in partnership with senior stakeholders and 1st LoD * Priorrole as Head of Investment Services, Kenneth was
Risk owners; support the implementation of Fidelity responsible forimproving the operational aspects of the
International’s global risk framework in APAC. investment process for investment teams based in Singapore.
* Nearly 20 years’ experience in the Financial Services industry * Over 15 years of global finance industry experience; worked with
working for various large Asset Management companies in UBS AG, Acadian Asset Management and Government of
Europe, US and Asia. Singapore Investment Corporation Pte Ltd (GIC)

Moderator
Igor Evangelij

Senior Consultant, Mercer Sentinel Singapore
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Time for some audience participation!

Qn 1: Have you discussed the investment impact of COVID -19 on your portfolio with the
iInvestment managers ?
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Qn 2: Have you discussed the operational impact of COVID -19 with
the investment managers ?
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A comprehensive approach

Investment Risk and cost
management

management

Complete
approach:
Manager selection Maximize
Research returns
Investment policy Reduce risk
Investment management

Portfolio construction

« Counterparty and service
provider risk and cost

» Transaction risk and cost

» Operational risk
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Time for some audience participation!

Qn 3: Are you comfortable with the BC and DR readiness of the investment managers
to address the COVID-19 outbreak?

Best-in-class, we
trust there will be no
impact on investment
or servicing

Cwerall strong, but we
are not confident in 57.14%
all scenarios

Weak, below market

pracuce
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Business Continues and Disaster Recovery
Strategic Priorities

The welfare of employees To honour regulatory commitments

.

To protect the Manager’s clients To minimise disruptionsin
business operationsincl. robustIT

infrastructure

To maintain the reputation of the
Manager
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Business Continuity (BC) and Disaster Recovery (DR) Principles

Clear Defined Plans

* The investment manager has clear plans
for BC/DR approved by the governing
body.

* Involvement of third parties vendors.

IT infrastructure /System and Data Back

up

» System and application data are backed
up frequent and appropriate with the

manager’s trading pattern and number of
positions.
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Effective Communication

* Theinvestment manager has effectively
communicated the BC/DR plans to all
staff.

Testing of BC/DR plans

* The investment manager properly and
regularly test BC/DR plans.

Off-site BC/DR sites
« The BC/DR off-sites are appropriately

located and catered for the mission
critical systems and associated key staff.

Review of testing results

* Theinvestment manager has processes
and procedures for reviewing test results.

Processes are adapted accordingly to
ensure that the BC/DR plans work
effectively in the event of a disaster.

Copyright © 2020 Mercer (Singapore) Pte. Ltd. All rights reserved.



Time for some audience participation!

Qn 4: How importantis an appropriate BCP/DR to your manager’s due diligence process?

Critical, | wwould

only invest with a
manager which BCP/DR
has no operaticnal
issues

57.14%

Important, | would

imvest with a manager
which BCP/DR has some
operational issues

42.86%
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Mercer Sentinel Operational Risk Assessment*

Inadequate testing of BCP/DRincl. off-
sit locations

Lack of a full failover

testing Lack of timely replication from primary
to secondary data centre

Disaster Recovery Planlacks details and

Common Operationa| does notinclude the pertinent
instructions and key role assignments

Long Recovery Time
Objective (‘RTO’)

risks identified
concerning BCP/DR

Lack of regular business
continuity testing

Lack of formal
communication of
BCP/DR

Firm does not maintain
dedicated hot seats at offsite
locations

*1000+ Investment Manager reviews since 2010
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Key Questions to think about and ask your Investment Manager

Business Resiliency: COVID-19

Governance Planning Testing Response
* Business Continuity and/or * Preparednessin relation to  Scope and Frequency of * Review the testresults
Disaster/Pandemic Recovery Strategy COVID-19 BCP/DR testing
* Action takenon gapsto
« Approval and Oversight + Anticipate any impairmentin + Type of BCP/DR Tests incl. ensure full operational
services due to COVID-19 work-at-home capabilities in the event of

. ) prolong outage
» Dedicated team to ensure compliance

and escalation of continuity processes * Involvement of critical third + Expected recovery time
party service providers objective for critical business + Timeline for implementation
functions of changes

« Communication and awareness
* Engagement of independent
parties such as IT consultant * Revise policies and
procedures
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COVID-19 measures undertaken by Investment Manager

IT Infrastructure

» Additional testing and purchase
of equipment

+ Expanded VPN network capacity

» Additional remote working access
point
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Third Party Vendors

» Review critical service providers’
BCP to assess operational readiness

* Increase frequency of monitoring

* Regular contact with key service
provider

Investment Management
& Client Servicing

* Tested remote working
capabilities

» Splitteams & travel restriction

e Transitionto full remote
working

* Increase communication with
investors
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What’s next step?

v COVID-19? (e.g. China, managers could have operational risks that
Germany, UK etc.) potentially could affect business continuity plans?

investment managers to obtain information and
evidence about appropriate policies and processes

ﬂ Enhance your duediligence. Approach your
to address COVID-19 preparedness.

remote working, travel restriction, split teams, IT

Did the investment managers activate their BCP (e.g.,
‘ infrastructure, third party vendor BCP review, trading,

portfolio management, client service & reporting).
Discuss with the investment managers the COVID-19 Agree on an appropriate action plan
implications on your portfolio? ( e.g. liquidity concern, with your investment managers - how to
redemption terms, fair value valuation). protect your investments and provide

investment management service
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Important notices
References to Mercer shall be construed to include Mercer LLC and/or its associated companies.
© 2020 Mercer LLC. All rights reserved.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole or in
part, to any other person or entity, without Mercer’s prior written permission. The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not
intended to convey any guarantees as to the future performance of the investment products, asset classes or capital markets discussed. Past performance does not guarantee future results. This does not contain investment advice
or constitute individualized investment advice relating to your particular circumstances. No investment decision should be made based on this information without first obtaining appropriate professional advice and considering
your circumstances. Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to verify it independently. As such, Mercer makes no
representations or warranties as to the accuracy of the information presented and takes no responsibility or liability (including for indirect, consequential or incidental damages), for any error, omission or inaccuracy in the data
supplied by any third party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or products or constitute a solicitation on behalf of any of the investment managers, their
affiliates, products or strategies the information of which may be contained herein. Such an offer may be made only by delivery of separate confidential offering documents to institutional investors or other qualified investors
pursuant to the private placement provisions of the Securities and Futures Act (Cap. 289 of Singapore) and relevant rules and regulations. The contents and information contained herein have not been reviewed nor endorsed by
the Monetary Authority of Singapore and/or any other regulatory authorities.

The information contained herein may not adequately take into account the recipient’s particular investment objectives, financial situations, or needs. Prospective investors should consult their legal, tax and financial advisers as to
the consequences of an investment. Any manager mix and portfolio structure which may be provided herein are for illustrative purposes only and subject to change. The inclusion of any investment herein does not represent a
recommendation of that investment. All investments experience gain or loss. An investor may lose all or a substantial part of its investment in any private investment vehicle. There can be no assurance that the investment
objectives of any fund managed by Mercer will be achieved.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.
Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen timeframe. Mercer does not assert that the peer groups are wholly representative of and
applicable to all strategies available to investors.
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