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The Transfer Agency business and the coexistence of various business models
Luxembourg is the market of cross-border distribution, and therefore is based on the development of the transfer agency activity. 
The CDS model, which is an alternative model to the transfer agency, is mostly developed in countries where domestic markets are 
more relevant.

Due to the expansion of funds distributed cross-border (whether pure cross-border or round-trip funds) in a variety of markets 
including Asia and Eastern Europe, the business of transfer agents in Luxembourg needs to constantly adapt to the changing 
environment. In addition, the current crisis has posed additional pressure on fund service providers, including transfer agents. 

Some of the drivers of change are structural; others are contingent to the current market conditions. In any case, the interaction of 
both categories implies a change in the way the business model is carried over (see table below). 
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In presence of a variety of business models, 
we can argue whether one of these will 
emerge as prevailing in the coming future 
as the best way to achieve the strategic 
objectives of revenues, cost containment, 
and operational risk control (see next 
figure).

Different business models are available to 
carry out Transfer Agency activities. Some 
of them are more tilted on the functional 
side (1 & 2), others more to the IT side (3 
& 4)1:

1.  Specialized division in an integrated 
banking model, where the bank is 
specialized in investor services

2.  Specialized operators within asset 
management or (universal) banking 
groups

3.  Joint ventures between service providers 
and IT companies

4.  ASP / Service-bureau from IT vendors 
(and, more rarely, transfer agents)

The competitive positioning, the degree of 
internationalization, the localization choices 
and the degree of organizational2 sharing 
differ in each of these options. They imply 
a different way of carrying out strategic 
objectives and structuring the underlying 
operating models accordingly. 

For instance, groups, where fund servicing is 
a complementary and intra-group specialty, 
will tend to concentrate their operations 
within one location, or, if required by large 
volumes and local specificities, implement 
local operational sites. The degree of 
organizational sharing will be quite low in 
this case as each site will behave mostly in 
an independent manner. 

1 To be noted that some providers mix different business models as they are moving from one to the other.

2 We define competitive positioning as the set of all the elements related to the service and product offering definition, the degree of specialization in transfer agency 
activities, risk management, and fees structuring. The degree of internationalization refers to the geographical width of the transfer agency activity that could be offered in 
one country, regionally, or globally. The localization dimension refers to the degree of complexity stemming from the different standards in place with different distributors 
and distribution networks, and the supports needed to this extent. Organizational sharing relates to the ability of an organization to concentrate global activities within 
fewer world-wide centres, and share the output of these activities in an efficient manner, across the various entities performing the transfer agency business globally.

Roots for reshaping the current business model of Transfer 
Agency service providers
Since October 2008, the fund industry has been characterized by negative net sales, 
the launch and closure of a number of funds, and fund mergers. Despite the crisis, the 
activity of transfer agents (and distribution support) has been intense. The liquidity 
drain that affected the fund industry has an impact on the P&L of service providers, 
as renegotiations of third-party services take place, as a result of expiring Service 
Levels Agreements, or consolidations of funds. In this environment, the transfer 
agency services, which are already considered to be heavily commoditized, are likely 
to be priced down further. In this context, the ability and possibility of supporting 
Global Transfer Agency activities and services (including distribution support, and 
web reporting) seem to be the way ahead. But is it really the unique way ahead? 
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First, the four business models outlined above do have distinctive characteristics and challenges to face, and respond to specific 
and distinguishing needs in the fund industry. Secondly, focusing on global distributors or (institutional) investors certainly enables 
achieving a large part of the market, but can cause failing in markets where distribution is fragmented, and retail represent a 
consistent share of fund investing. Therefore, the new choices in terms of competitive positioning (product, market, channels and 
pricing) must be in line with the business model in place, or the target model (see table below). 

Thirdly, we observe that among the two groups of providers (one group stressing the functional part of the transfer agency services, 
the other stressing the IT side of the service), the IT-tilted group seeks to achieve larger volumes and standardized flows, while the 
former stresses on the ability to manage complexity for smaller volume/size funds. For this reason, when considering changing the 
reach and the breadth of geographical servicing, the first group should consider further automating, consolidating and standardizing 
the IT platforms. Eventually, a mix of global/local approaches should be integrated.

Among all these groups, will the ASP/service bureau be the ultimate type of business model? In our view not necessarily, as the 
competitive positioning and the willingness to retain certain competences internally will push or retain from such a choice.

Transfer Agency – the way forward
Generally speaking, transfer agency providers focus on costs and risk management rather than revenues, as until today the pricing 
of such services has been either bundled in third-party general offering or not formally priced in deals intra-group. 

Not being able to manage revenues as an independent source, providers have focused until now on costs, and ways to reduce them 
(automation, and standardization of IT and processes, search for economies of scale: see table below), and operational risks (which 
are therefore not factored in pricing). 

However, the diversity of markets, and their specificities make somehow difficult to reach for true economies of scale and full 
standardization, on the cost side. Certainly, efforts in this direction should be continued, despite the fact that rethinking the revenue 
side of the equation should now become a priority.
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Who are we ?

NGR is an independent consulting firm specia-
lized in the financial sector; it provides services 
to the main financial institutions in order to 
help them optimize their global performance.
Combining strong expertise of the funds indus-
try, private banking, asset management, and 
solid market knowledge, NGR closely works 
with its clients to define innovative strategies 
and operating models allowing to quickly deli-
ver return on investment. 

If you also want to experience a new way of 
consulting, do not hesitate to contact us at 
info@ngrconsulting.com
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NGR Consulting Luxembourg
38, rue Pafebruch
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