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Dear clients and friends

On behalf of PwC’s Asset & Wealth Management Practice, it is our pleasure to share the 2026 Winter
edition of Current developments for the registered funds’ industry which includes featured
articles on topics impacting the industry and links to recent publications of interest. Advancements in Al,
technology, and regulatory priorities are reshaping asset and wealth management governance, inclusivity,
profitability, and compliance to drive a more efficient, transparent, and adaptive industry future. We will

cover this in more detail in the following featured articles:

« Asset and Wealth Management Revolution 2025 — this article discusses the paradox of rising
asset management assets alongside falling profitability, emphasizing the transformative potential of A,
private markets, tokenization, and new business models, while highlighting the urgent need for talent

and strategic adaptation to capture future growth.

« Navigating the SEC Examination Priorities for Investment Managers and Funds in Fiscal
Year 2026 — priorities focus on ensuring investment advisers and registered investment companies
uphold fiduciary duties, manage conflicts, maintain effective compliance, and address risks around
complex products, vulnerable investors, fees, governance, and emerging business models to protect

investors and enhance transparency.

« Al in the Boardroom: Unlocking Potential While Navigating Risks — this article outlines how
artificial intelligence (AI) can enhance board governance by improving insights and decision-making
while emphasizing the need for careful oversight, policies, and human judgment to manage associated

risks.

We hope that you will find this material to be informative and helpful. If you have questions or would like
additional information, please contact me or any of the other industry leaders noted in the contacts

section.

Beth Savino

PwC Registered Funds Leader
LinkedIn
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Asset and Wealth Management
Revolution 2025

Our recently published Asset and Wealth Management Revolution 2025 dives into the $200 trillion

paradox: why asset managers are growing richer but less profitable. The asset management industry faces a
staggering contradiction that's reshaping Wall Street's future. While global assets under management are set to
explode from $139 trillion today to $200 trillion by 2030, profit margins are simultaneously crashing—falling
19% since 2018, with another 9% drop expected by decade's end. This paper underscores the need for strategic

reinvention for asset managers to maintain increased profit margins and operational efficiencies.

The Great Profitability Squeeze

Despite managing unprecedented wealth, asset managers are caught in a profitability paradox that's sending
shockwaves through the industry. The numbers tell a stark story: while revenues are projected to reach $842
billion by 2030, profit per dollar managed has plummeted to just $1.18 per $1 billion of assets under

management, down from $1.46 in 2018.

What's driving this squeeze? The industry's cost-to-income ratio remains stuck at around 68%, meaning
expenses take up more than two-thirds of every dollar earned. Traditional cost-cutting measures have barely
made a dent, while diversification into new markets and asset classes continues adding layers of complexity
and expense. Further, there continues to be intense competition, rising costs and demanding clients who are

increasingly focused on value and lower fees which put pressure on profit margins.

A staggering 89% of asset managers report feeling profitability pressure over the past five years, with nearly
half describing it as "high" and over 20% calling it "very high." Yet only one in four managers express
confidence in their profitability strategy—a troubling disconnect in an industry accustomed to growth

smoothing over inefficiencies.

Al and Technology: The New Profit Engine

The silver lining in this challenging landscape is the rapid emergence of artificial intelligence, distributed
ledger technology and blockchain as gamechangers. Asset managers are increasingly viewing Al integration as

their most critical transformation tool, with technology investment set to increase several-fold by 2030.
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Nearly 80% of asset managers report that disruptive technologies like AI and blockchain are already driving
revenue growth. By 2030, intelligent systems will reshape client interactions through digital portfolio partners

that can autonomously construct portfolios, monitor risk, and communicate with clients in natural language.

However, the real opportunity lies not in isolated Al applications but in developing integrated strategies that
transform portfolio performance, client engagement, and operations simultaneously. The winners will be those
who embed Al into their business model's core, moving beyond simple automation to deliver intelligent

solutions that improve outcomes and boost profitability.

The Private Markets Gold Rush

Private markets represent the industry's most profitable frontier, generating roughly four times as much profit
per dollar of assets as traditional managers. By 2030, alternative assets are expected to reach $34 trillion, with

private markets capturing $26.6 trillion and delivering over half of total industry revenues.

The gamechanger is "retailization"—the opening of private markets to everyday investors through regulatory

reforms and new semi-liquid structures. Tokenized fund assets under management are projected to surge at a
41% compound annual growth rate, reaching $715 billion by 2030 from about $90 billion in 2024. More than
40% of managers now view tokenization as their most important product innovation, recognizing its potential

to fractionally own previously exclusive investments.

Four Paths to Future Success

The data reveals the top four distinct business models emerging as winners in this transformed landscape in

the future. Firms will need to decide which model would be the best fit for their firm.

« Full-scale private-to-public hypermarkets- these are large, integrated firms that combine extensive

global distribution networks with deep manufacturing capabilities across all asset types.

 Niche champions -These firms are building lasting competitive advantages through deep focus,
whether it's by specializing in a particular geographic region, an asset class, a specific client segment,

or leveraging a unique distribution strength.

+ Solutions platforms- These platforms specialize in creating tailored investment outcomes by
strategically combining their in-house capabilities with offerings and support from external

partners, delivering customized client solutions.
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* Low-cost manufacturers - These firms focus on providing scalable, highly transparent investment
products characterized by a broad product range and ultra-low costs, catering to the growing

demand for passive and cost-efficient solutions.

1

Our revenue projections are based on financial analysis of asset managers. Asset managers can
cover more than one category. We estimate that businesses operating outside the four main

models will capture 6.2% of the increase in AWM revenues over the next five years.

What This Means for the Future

The asset management revolution isn't just about managing more money—it's fundamentally rewiring how
value is created and captured. The winners won't be those gathering the most assets, but those

who can translate disruptive technology into competitive advantage the fastest.

For investors, this means more personalized, accessible, and cost-effective investment options. For the
industry, it demands clear strategic choices about integration versus specialization, technology investment

priorities, and positioning within rapidly evolving ecosystems.

The $200 trillion opportunity is real but capturing it profitably requires more than just riding the growth
wave—it demands deliberate choices and strategic transformation that turns industry disruption into
sustainable competitive advantage. Firms must proactively adapt to the changing environment by embracing

technological innovation, responding to evolving client needs, and making strategic decisions with respect to

their business models.
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Navigating the SEC Examination
Priorities for Investment Managers and
Funds in Fiscal Year 2026

Each fiscal year, the SEC’s Division of Examinations sets forth examination priorities that reflect areas of
heightened risk and focus. For fiscal year 2026, investment advisers and registered investment

companies remain front and center in these priorities, with an emphasis on fostering compliance,
transparency, and risk management amid an evolving market landscape. Firms will need to review and update
their compliance programs in response to these priorities, as well as conducting their own assessments to
identify potential gaps in their existing policies, procedures and controls to address potential deficiencies

before an SEC examination.

Investment Advisers: Upholding Fiduciary Duties and Managing
Conflicts

The SEC continues to prioritize examinations that assess advisers’ adherence to the following areas:

« Financial Conflicts of Interest: Examiners will scrutinize how advisers address conflicts that could
compromise impartial advice. This encompasses conflicts resulting from compensation structures, affiliated

entities, and investment product incentives.

« Consideration of Investment Factors: Advisers are expected to comprehensively evaluate elements such
as costs, product characteristics, liquidity, risks, expected performance under various market conditions, time

horizons, and exit costs when tailoring advice to clients.

+ Best Execution Practices: Firms will be examined on whether they are seeking best execution to maximize

value for clients under current transaction circumstances.

« Risky and Complex Products: Special attention will be given to advisers recommending alternative
investments (like private credit and private funds with extended lockups), complex instruments such as

option-based ETFs or leveraged products, and those offering higher-cost strategies compared to peers.

Recommendations to Vulnerable Populations: Examiners will focus on advice provided to older
investors, individuals saving for retirement, and private fund advisers managing multiple account types to

ensure no favoritism or conflicts exist, including with interfund transfers or side letters.
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Emerging and Dual Registrations: Firms that are recently registered, never examined before,
or operate dual business models (adviser and broker-dealer) are under enhanced scrutiny due to operational

and compliance complexities and potential conflicts.

Effectiveness of Compliance Programs

The SEC’s examinations will evaluate whether advisers’ compliance policies are reasonably designed and

effectively enforced to address conflicts, marketing practices, valuation methodologies, trading procedures,

custody rules, and disclosure obligations.

Important themes include:

The thoroughness of annual compliance reviews.

Fee-related conflict disclosures, especially those arising from compensation structures tied to accounts or

products.

Special attention to activist advisers to assess accuracy and timeliness of regulatory filings concerning

holdings and transactions.

The adaptability of compliance programs as firms change business models or extend into new asset classes

and services.

Examination of Registered Investment Companies

Registered investment companies, including mutual funds and ETFs, play a vital role in retail investor

portfolios, especially in retirement savings. The SEC’s priorities include:

8

Fund Compliance and Governance: Reviews will cover fund compliance programs, disclosures such as

prospectuses and filings, and governance policies to ensure alignment with regulatory requirements.

Fees and Expenses: Scrutiny of fund fees, expense waivers, and reimbursements will be conducted to

ensure fairness and proper disclosure to investors.

Portfolio Management Practices: Examiners will assess portfolio management against disclosed

strategies to verify consistency, particularly with respect to investment objectives and risk profiles.

The “Names Rule” Compliance: Following amendments to the Names Rule, funds must invest at least
80% of their assets consistent with the fund name investment focus. Compliance with this requirement and

related disclosure provisions will be a critical examination area.
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Complex and Illiquid Investments: Funds employing complex strategies, holding illiquid assets,
or utilizing leverage will face particular focus given the inherent valuation challenges, liquidity risks, and

conflicts of interest.

Mergers and Operational Challenges: Given the potential for operational and compliance complexities,

funds undergoing mergers or launching newly registered fund entities will be examined carefully.

‘ ‘Regulation of Digital Assets

As noted in Our Take-PwC Financial Services Risk and Requlation Update SEC Chairman

Atkins outlined his stance on digital assets, explaining that “digital commodities,” “network tokens,”
“digital collectibles,” and “digital tools” are not securities and therefore not subject to SEC
oversight. He also highlighted that the SEC would consider establishing a formal token taxonomy
in the coming months. He also stated that the SEC will consider a package of exemptions to create
a tailored regulatory regime for crypto assets that are securities. He stated that he plans to work
closely with the CFTC, banking regulators, and Congress to ensure that non-security crypto assets

have an appropriate regulatory regime.

9
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Al in the Boardroom: Unlocking Potential
While Navigating Risks

Artificial Intelligence (AI) is rapidly transforming many facets of business, and board governance is no
exception. As boards of directors strive to steer companies through increasingly complex landscapes, Al offers
exciting opportunities to enhance decision-making and oversight. However, it also introduces new challenges

that require thoughtful, proactive governance as outlined in PwC’s "Using Al in the boardroom-new

opportunities and challenges." Effective Al integration demands collaboration across the organization. Boards,
CEOs, management teams, general counsels, and advisors must work together to develop clear protocols for Al
use, ensure understanding of outputs, and mitigate associated risks. This coordinated approach will enable

organizations to leverage AT’s full potential while maintaining robust corporate governance

Opportunities Presented by Al in Board Governance

Bridging the Information Gap:

Boards often face significant information about asymmetry relative to management, relying heavily on data and
reports prepared by executive teams. Al can help narrow this gap by synthesizing large volumes of information
into concise, digestible summaries. It can pinpoint missing data, flag anomalies, and even draft probing
questions for discussions. This elevates the quality of board deliberations and empowers directors to ask

sharper, more insightful questions.

Independent Research and Insights:

Beyond internal data, Al excels at analyzing external information such as industry trends, competitor activities,
and emerging risks. By providing an independent lens, Al helps boards challenge management assumptions
with real-time, data-driven evidence. This adds a critical element of skepticism and rigor to governance,

ensuring that decisions are well-informed and holistically considered.

Enhanced Board Effectiveness:

Al can benchmark a board’s governance of documents and decisions against those of peer organizations. This
allows directors to assess their own performance and governance practices more objectively. With such

insights, boards can identify areas for improvement and better align with evolving best practices.
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Risks to Consider in Al Adoption

Despite these benefits, deploying Al in board governance is not without risk.

Board Overreach-AT’s ability to analyze and summarize management information might tempt boards to
step too far into operational territory. It is crucial to maintain clear boundaries, ensuring that while AI

supports oversight, it does not substitute for management’s role in running the business.

AI Hallucinations and Errors-Al-generated outputs can sometimes produce incorrect or biased
information—a phenomenon often referred to as “hallucinations.” Directors must apply human judgment and

verify Al findings rather than accepting them at face value.

Data Security Concerns-Confidential and sensitive board information must be protected rigorously. Using
Al tools outside secure, company-approved environments can risk exposing this data, potentially leading to

breaches or misuse.

Documented Trail and Liability-Al interactions leave written records, including prompts and responses.

These could be discoverable in legal or regulatory proceedings, underscoring the need for careful controls and

clear policies on AI use.
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Key Steps for Effective Al Integration in Boards

To harness AI's promise while mitigating risks, boards should take several concrete steps:

Put Al on the Board Agenda: Include formal discussions about how Al is employed in governance and the

organization’s broader strategy around the technology. This keeps the board informed and engaged.

Develop an Al Policy for the Board: Tailor guidelines to outline appropriate Al use, data handling, and

oversight responsibilities specific to board activities.

Boost Al Literacy Among Directors: Encourage
directors to upskill themselves on Al capabilities,
limitations, and risks to foster more informed evaluation

and dialogue.

Use Secure, Approved Al Platforms: Mandate that
all Al-related work is conducted in company-approved

environments with robust cybersecurity measures.

Maintain Human Oversight: Ensure that AI-
generated insights complement rather than replace

director judgment. Human review should be mandatory.

Address Discrepancies
Promptly: Establish processes for resolving differences
between Al findings and management-provided data

to maintain trust and clarity.

9

Prepare for Transparency and Accountability: Boards should be ready to explain their AI use practices

to stakeholders, including investors and regulators.

Continuously Evolve AI Governance Practices: As Al technology and regulations develop, boards must

revisit their policies and approaches to stay aligned with emerging standards and risks.

Integrating Al into board practices is both a tremendous opportunity and a significant responsibility. When

thoughtfully deployed, Al can transform board governance by enhancing insight, independence, and foresight.

Addressing risks proactively and maintaining strong human judgment is key to unlocking AI’s

promise. Ultimately, AI offers the potential to strengthen the partnership between boards and management,

driving more resilient and forward-looking oversight in an increasingly complex world.

12
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Recent publications of interest — For the
registered funds’ industry

Our Take: PwC’s Financial Services Risk &

Regulation Update

In early December, the CFTC launched a pilot
program allowing certain digital assets as collateral in
derivatives markets and issued guidance on collateral
liquidity, while the OCC clarified that banks may
conduct riskless principal crypto-asset transactions.
Meanwhile, the SEC issued a no-action letter enabling
the Depository Trust Company to proceed with a
preliminary digital assets initiative, and the CFTC
withdrew its 2020 "actual delivery" guidance
signaling plans to reassess the standard. Check out

this article to learn more.

2026 Al Business Predictions

Success in transformative Al value is emerging
through focused leadership, strategic discipline, and
targeted investments that drive measurable growth
and innovation. Check out PwC's actionable insights

for 2026 and beyond.

Asset and wealth management: US Deals 2026

outlook

Asset and wealth management dealmaking remains
robust. PwC’s US Deals outlook looks at how shifting
investor preferences, rising costs, lower interest rates
and fundraising headwinds could keep the
momentum going. The publication highlights current

and expected trends in the AWM industry.

Navigating the Future of Fund Controllership:

Challenges, Technoloqgy, and Operating Models

Fund controllership in asset management is a
complex, resource-intensive function hindered by
manual processes and underinvestment. The article
emphasizes the need for digital transformation
through technology adoption and centralization of
key processes to improve efficiency, risk
management, and investor trust in an evolving

financial landscape.

What will be left of financial services tomorrow?

Crypto assets — Accounting and reporting foundations

Crypto assets — Accounting for stablecoins, staking, and lending
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PwC products, services, and insights

Asset & Wealth Managed Services

Asset & Wealth Managed Services is our
digital ecosystem, seamlessly connecting
and harnessing the power of your data.

Master Data Management
Master Data Management is a cross-
functional, tax and legal entity data
management solution.

Viewpoint

A single platform that delivers a world of

insights.

International Tax View

International tax view is comprehensive
data on withholding and tax rates and
information for over 44 specific fund
vehicles.

Sightline

Sightline is your one connected and
intuitive tax platform, giving 360
visibilities across your company’s overall
tax landscape.

Partner Hub

Partner Hub standardizes tax information
gathering and issuance of partnership-
related information...

Tax Managed Services

An operating model that helps address
your challenges so you can focus on your
strategic priorities

Digital assets

Digital assets, such as cryptocurrency or
NFTs, and the evolution of web3, Al, and

the metaverse are game changers.
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Contacts

If you have feedback, questions, or would like additional information, please contact us or any of our industry

leaders noted.

Mike Georgiou Beth Savino Michael Spiryda David Trerice

US Asset and Wealth US Registered Funds’ US Registered Funds Tax US Asset & Wealth
Management Sector Leader Leader Management

Assurance Leader elizabeth.a.savino@PwC.com michael.spiryda@PwC.com Governance Leader
mike.a.georgiou@PwC.com david.l.trerice@PwC.com

Katie King Declan Byrne Amber Wilczynski

US Asset & Wealth Asset & Wealth Management US Asset & Wealth
Management Partner Global Assurance Leader Management Partner
katie.a.king@PwC.com declan.m.byrne@PwC.com amber.m.wilczynski@PwC.com
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Contributors

Bill Donahue Caitlin Cohen Casey Proefrock Morgan Davis Katarina Kranjc
Managing Director Director Manager Manager Senior Associate

bill.j.donahue@PwC.com caitlin.enderle@PwC.com casey.proefrock@PwC.com morgan.d.davis@PwC.comkatarina.kranjc@PwC.com
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