
Why is operational 
due diligence 
important for your 
business?

Operational risk impacts other risk categories

• Operational failures tend to result in
large losses

• Increased regulatory requirements for
operational risk

• Rise in non-traditional investments
requires rigorous evaluation and
monitoring

Legal risk
Poorly drafted arbitration clauses in ISDA contracts 
leading to potential litigation

Business risk
Specific tasks assigned to a single individual rather 
than a team exposes the manager to key person risk

Market risk
Inadequate trading controls resulting in unwarrented 
market risk

Liquidity risk
Manager has the right to adjust liquidity 
terms, giving rise to illiquidity risk

Reputational risk
Operational errors resulting in damage 
to brand name

IT risk
Risk of false trading signals due to 
uncontrolled system

• Greater focus on outsourcing of the
investment management function

• Interdependencies exist between
operational risk and other risk categories

Despite the overlap, a separate due 
diligence is recommended because 
of the specific skills required, and to 
ensure an independent review.

Operational due 
diligence
Asset management

• Asset flows

• People

• Remuneration

• Reporting

• Capacity
• Financial risks
• Fiscal costs
• Performance
• Philosophy
• Portfolio construction
• Research/idea

generation

• Administration
• Cash management
• Governance
• IT
• Legal & compliance
• Risk management
• Service providers
• Structure
• Tax function
• Trading
• Valuation

Investment due 
diligence

Operational due 
diligence



Meeting your needs

Contact us

The scope of due diligence should be tailored to the needs of the asset manager. We can provide a core assessment of your 
business which can then be expanded to an in-depth review of each operational risk category.

Being at the centre stage of new regulations and industry trends, we are well placed to provide you with an independent and 
objective review report, supported by deep content knowledge and pragmatic methodologies to assist you in making your decision.

IT
Cash 

management

Legal/
compliance

Investment 
process

Recognition

Accounting

Organisation/
governance

People

Service 
providers

Risk 
management

• Manager & governance

• Fund & its terms

• Appropriate segregation of duties

• Key person risks

• Regulatory status

• Track record and experience of team

• Organisation structure

Organisation

• Investment approach

• Investment selection process

• Adherence to stated policies

• Investment committee

• Due diligence on portfolio investments

• Other matters

Investment approach/selection process 

• Monitoring &
management

• Third party service
providers

• Compliance/
regulations internal
audit

• Conflict of interest

Management
• Anti-money laundering

• Business continuity
& liability

• Risk management

• Information technology

• Book-keeping

• Custody of assets

• Group performance

• Performance tracking framework

• Investor reporting framework

Performance

For more information, please scan this QR code to visit our Asset 
and Wealth Managed Services website: https://pwc.to/US-QR-lk2afswp
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