pwe

Managing Conflicts
at Deal Speed

How client and principal complexity in
private markets outpaced traditional
frameworks and why live, real-time
conflict capabilities can keep firms
competitive




Executive Summary

A sponsor-led deal was unraveling. While one division of the
bank negotiated a restructuring, another was helping
someone to block it. No one saw that conflict. Not because
the controls failed, but because the controls weren’t designed

to capture what was happening,.

That’s the new terrain of conflicts of interest: Conflicts don’t announce themselves; they
build fast, often invisibly, and by the time legacy frameworks react, the damage is
done. This perspective lays out why traditional controls are unable to keep up and how firms

building in-motion conflict fitness are pulling ahead.
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The Challenge The Opportunity

Client and principal complexity across wholesale In today’s rapidly changing landscape, firms that
banking has rapidly accelerated. Private markets, rewire their conflict frameworks for adaptability
principal stakes, ultra-high net worth (UHNW) and speed, embedding live judgment, cross-
strategies, and cross-divisional client divisional visibility, dynamic surveillance and
relationships now create conflicts of interest cultural reflexes will scale faster into the growing
faster than static governance can register. Legacy wealth and private markets segments, safeguard
frameworks built for slower, cleaner trust earlier and secure deals, while slower
environments are straining under today’s new competitors are still analyzing their risk matrices.

real-world conditions, and companies risk
missing deals, frustrating clients and running

afoul of regulators.

The fastest-moving firms are often building fitness — flexing five operational muscles that can power

live conflict response: governance, data, judgment, surveillance and culture.
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Introduction

Complexity in wholesale banking has

significantly accelerated and is locked in.

Today’s client and principal interactions don’t
stay in one product, one region or one division.
They now move fluidly across capital raises,
continuation funds, board seats, co-investments,
wealth vehicles and trading desks, often in
parallel and frequently involving the same
sponsor groups or principals. This is not

incidental — it’s structural.

The traditional frameworks assumed clean lines
of ownership, clear conflict checkpoints and
governance that could catch up post-deal. But
exposure in private markets doesn’t necessarily
emerge episodically. It builds and morphs over
time, quietly, persistently and across multiple

roles.

What used to be a deal-by-deal problem is now a
continuous exposure life cycle. And traditional
controls simply can’t move fast enough to
manage it and were never designed to. Which is
why leading firms are no longer asking whether
private market complexity can be governed by
traditional rules. They're designing entirely new

capabilities to compete in it.

Private markets are not just complicating risk
management. They also are redefining who gets
to lead in high-value, high-conflict

environments. And the question isn’t whether

your firm is safeguarded. It’s whether your P SERL - gt

capabilities enable you to operate in the terrain you chose to enter.
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Where existing models break down

Complexity is often structural, especially in private markets where exposures evolve, roles shift and

conflicts may persist across years. And legacy responses such as more committees, more checklists

and more oversight are no longer enough. Winning firms won’t address complexity, instead they’ll

move through it faster and with sharper vision and execution than their competitors.

These imperatives focus on building an organization capable of thriving in disorder—one that is adaptable,

fast, and ready to lead in uncertain times.

Conflict management: traditional vs. adaptive approaches

Traditional approach

Adaptive approach

Static controls, quarterly reviews

Real-time adjudication at deal speed

Siloed frameworks by division

Cross-divisional exposure mapping and coordination

Hierarchical, slow-moving escalation committees

Empowered front-line judgment with pre-authorized
conflict leads

Periodic surveillance focused on breaches

Predictive surveillance detecting behavioral drift

Policies as proof of compliance

Operational evidence: live tracking, documentation,
metrics

Assumption of isolated conflicts

Recognition of persistent, multirole exposures

Reactive engagement with compliance

Embedded compliance in daily execution

Surveillance as a watchdog

Surveillance as an early-warning system

Deal risk viewed in isolation

Dynamic role and relationship tracking across deal
life cycles

Culture of caution and silence

Culture of speed, clarity and transparent escalation

Seeing the gap is the easy part. Closing it

requires a new kind of operational The next section explores the areas where today's market
fitness — faster, sharper, harder than dynamics render traditional, static conflict models
the traditional models can handle. ineffective:
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1. Challenges with cross-divisional complexity
2. The risk in private markets

3. Need for next-generation surveillance

4. Gaps in field-level judgment

5. Increased demand for operational proof



1. Cross-divisional complexity requires operational fluency, not just

policy alignment

The traditional model assumed that business lines could largely manage their own conflicts. That model is

now obsolete. Today’s touchpoints cut across investment banking, private markets, credit, wealth and asset

management often within a single client relationship. Firms that cling to siloed surveillance and division-

specific playbooks are missing exposures and complex relationships that can raise red flags and fracture

trust.

Conflict-fit firms will move information, conflicts and judgment across divisions at the speed of real deals,

not compliance committee calendars.

This requires:

’?> TA

Shared client taxonomies Common conflict

that connect across divisional identification protocols
lines and map real exposure and not custom playbooks for
webs each desk

)

Deal team structures

that integrate compliance and
business judgment before
exposure forms, not after
regulators or internal audit

flag it

And a reality check: Client data remains problematic. It rarely connects sponsor ties, portfolio

companies, UHNW interests and fund-level relationships into a coherent, usable map. Without in-deal

visibility, even the most effective policy frameworks can fail and firms may lose ground commercially

and reputationally before the conflict is visible.
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2. Private markets are the new center of risk

Traditional models are often built for deals that get logged, restricted, executed and cleansed. Private
markets don’t work this way and are expanding fast, multiplying layered, persistent conflicts that public

market controls were never designed to manage.

These conflicts aren’t confined to quarters but unfold over years, shaped by successive financings,
fundraises, advisory roles and principal investments. Static surveillance, periodic wall reviews and papered

policies are already obsolete in this environment.

Why traditional controls struggle in private markets

Factor Public markets Private markets

Deal visibility High (disclosed, regulated)  Low (bilateral, negotiated, often opaque)
Timeline Short (deal by deal) Long (multiyear, evolving roles and exposures)
Conflict patterns Episodic Layered, persistent, role-shifting

Divisional involvement  IB, Legal, Compliance Wealth, Credit, IBD, Legal, Markets

Escalation clarity Codified and repeatable Situational, reactive, often undefined

Leading institutions can treat private market situations as live, moving targets demanding continuous

tracking, dynamic walls and active memory across the life cycle of deals. This requires:

¢ End-to-end deal visibility, from early-stage investment through successive private capital
raises

e Persistent role tracking, mapping how the firm acts as lender, advisor and principal over
time, not just at inception

¢ Institutionalized memory, so context isn’t lost when teams rotate, sponsors pivot or deals

shift geographies

Private markets are no longer an edge case. They can be the frontline for modern conflict management. But
faster identification isn’t enough. Firms should redefine risk, not as isolated breaches but as shifting
patterns: exposure drift (unseen, subtle evolution of the conflict picture), judgment erosion and invisible

crossings — and existing frameworks don’t capture this well.

Surveillance should move beyond detection. It should predict where conflicts may arise.
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Case study: It was very real and very challenging

How fragmented governance shattered a sponsor relationship

A global bank financed a major sponsor-led leveraged buyout and remained the lead lender as the portfolio
company faltered. With restructuring underway, the bank’s team was front and center, proposing terms to
stabilize the company and safeguard the sponsor relationship. Unbeknownst to the restructuring team, a
trading desk at the same firm was helping an institutional investor build a blocking position in the debt. That

investor ultimately opposed the terms the bank had put forward.

The sponsor, initially unaware, traced the resistance back to the same institution leading the restructuring.
The reaction was swift. "How can the bank be negotiating a deal and simultaneously undermining it?," the
sponsor asked. "Whose side are you on?" The consequences were immediate: lost client trust, internal
tension and reputational exposure across both private markets and trading. But the deeper breakdown

wasn’t operational — it was systemic:
* No unified client view across lending, trading and sponsor coverage
+ Surveillance blind spots which required “above the wall” visibility
* Governance paralysis with decision rights and escalation unclear until too late

By the time leadership recognized the overall picture, it was already public, personal and unfixable.

You don’t need bad actors to destroy
trust — just good teams flying blind
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3. Surveillance is pointed at wall crossings and MNPI

Legacy surveillance looks for breaches. But modern risk doesn’t arrive as a breach, it builds as a pattern. To

catch it early, surveillance should evolve to:

« Contextual monitoring that flags informal wall crossings, not just obvious material non-public

information (MNPI) triggers
« Behavioral analytics that correlate communication, trading and client engagement patterns

* A mindset shift that’s less about catching violations and focuses more on changes in patterns
4. Field judgment hasn’t caught up with the market

No governance model survives first contact with a live deal if front-line leaders hesitate under pressure and

haven’t retooled for today’s more ambiguous and complex, and frankly, more difficult, client environment.

Complex client arrangements don’t wait for committee schedules. They emerge, form and calcify in real

time. Leading firms embed decision authority at the point of execution. This requires:

+  Empowered conflict leads. Embedded and augmented control room operators with real-time
authority to call conflicts mid-deal and decide, not just bounce back to the business. This is a hybrid

of compliance, business and execution judgment trained to act before exposure hardens.

+ Front-line escalation reflexes that enable teams to raise and resolve issues without delay,

bureaucracy or concern.

* Governance structures designed for live execution with clear paths for conflict identification,

decision-making, action and documentation at deal speed, not on a quarterly review cadence.
Who makes the call?

Strong governance can fail when no one is empowered to act. Control rooms can write the frameworks, but
they can’t adjudicate gray-zone chaos in the middle of a live deal. The firms pulling ahead don’t just write
escalation protocols. They run live simulations to hone decision reflexes before it counts because in complex

deals, no one has time to ask, “Whose call is this?”

Firms waiting for perfect consensus will often watch risk take shape beneath them. By the time they act,

regulators could be circling and clients may have taken the deal somewhere else.
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5. Even good decisions remain hard to prove

Regulators, clients and counterparties no longer give you credit for good intentions, policies or promises.

They expect operational proof providing solid evidence that conflicts are identified, escalated and cleared

under live conditions, not just written about in quarterly governance reports.

The firms that can't show operational proof won’t just face regulatory scrutiny. They also may lose client

trust and deal flow long before enforcement letters arrive. Operational proof requires:

o
p

Conflict clearance metrics
tracked and reported alongside
financial and operational

performance

TA

Timestamped
documentation

of wall crossings, role changes
and conflict adjudications,

visible in real time

ll

Ongoing engagement with
regulators

and operational
demonstrations of control
strength and sharp calls under

pressure

Surviving isn’t enough. To lead, firms should treat conflict management as a living, daily discipline with no

gap between exposure, action and proof.

These aren’t policy gaps. They're
capability gaps.
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Modern conflict capabilities: Build these 5 operational muscles

Governance
Move at deal speed with
adaptive information barriers
and empowered authority

M

&

Execution under

Pressure:

Culture The Five Judgment
Fire under pressure Operational Make sharp calls

with reflexive Muscles in motion with
escalation and no decision-capable
delay control rooms and

empowered,
practiced calls
Flags drift, rather than
breach

Complexity is no longer the exception. It’s the environment. The firms setting the pace won'’t treat it as a
temporary challenge — they’ll build permanent, adaptive muscle to move through it faster than

competitors can respond.

Industry leading conflict and information management won’t come from policy decks. It will likely come
from five operational muscles, trained daily:

* Governance that moves at deal speed

« Data that connects exposures live

+ Judgment embedded at the front line

* Surveillance tuned to catch drift before a breach can occur

* Cultural reflexes that reward clarity and promptness over hierarchy

This isn’t about cleaner frameworks but rather about building a sharper organization that sees conflict
earlier, moves faster and clears risk without freezing execution. These muscles don’t work in isolation.
They reinforce one another under pressure but can weaken when treated as siloed initiatives. Excelling at

one muscle won’t be enough. The firms that lead can move all five, together, daily.
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Governance: Adaptive information barriers, speed and authority
O 1 Static walls are done. The next generation of governance uses dynamic, transaction specific
barriers that shift as deals evolve. Firms should track who is over the wall — when, how and

why — with live triggers that match the pace of the deal, not the pace of compliance

Data: Cross-business conflict visibility and connected risk context

0 2 Conflict visibility can’t depend on siloed reports or static client hierarchies. Firms should
have a live, entity-resolved view of client, principal and counterparty exposures spanning
legal entities, fund structures, portfolio companies and affiliated individuals. That means
linking structured and unstructured data across investment banking division (IBD), wealth,
asset management and markets into a single ecosystem built to reflect how conflicts evolve

within deals, not how the org chart looks on paper.

Judgment: Decision-capable control rooms and empowered, practiced calls
0 3 Today’s control rooms do far more than record. But in high-velocity, high-conflict situations,
they’re still too often stuck advising without complete information or authority. To close that
gap, leading firms are building control rooms that operate with live deal context, mapped
role and exposure webs, and the judgment mandate to make calls during execution when

escalation can’t wait.

Surveillance: Behavioral pattern recognition and early signal intelligence
O 4 Surveillance systems should move beyond breach detection. The real risk shows up first as

behavioral drift long before any conflict becomes visible. Leading firms are tuning

surveillance to flag early signals: informal wall erosion, risk creep and side-channel

communications that hint at judgment under pressure.

Culture: Execution reflexes under pressure

O 5 Culture isn’t a backdrop; it’s the operating system that determines how governance,
surveillance and judgment move under pressure. Fast escalation may be what firms preach,
but the model fails when silence feels safer than speaking up. Embedded controls collapse
when teams don’t trust that they’ll be backed. Even the most effective systems stall when
fear, ambiguity or political caution distort how people act. Operationally mature firms
normalize the tension client complexity creates. They celebrate early conflict spotting,
safeguard decision-makers who raise flags and reinforce escalation as a mark of clarity, not
panic. Culture is what makes the muscles fire when it counts. For a deeper look at how these
behavioral patterns entrench hidden costs, stall execution and calcify risk avoidance into

organizational DNA (see: The real CIB cost challenge). Nowhere is that cultural reflex tested

more severely than in cross-border deals.
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https://www.pwc.com/us/en/industries/financial-services/library/corporate-investment-bank-cost-challenge.html

Cross-border escalation is the stress test

It’s where the five muscles are forced to operate under real pressure: fragmented regulation, conflicting

definitions of inside information, uneven business incentives and leadership norms that don’t align. Cross-

border execution doesn’t need more frameworks. It requires reflexes and communication that fire globally,

instantly and without friction.

How to prewire a

cross-border
escalation
rhythm:

Align definitions of materiality and inside information across regions

Pre-agree escalation routes with named deputies in each jurisdiction

Perform cross-border simulations that test decision efficacy under
pressure

Establish deal-specific standing protocols to resolve jurisdictional
lag before it slows execution

The goal isn’t cross-border compliance harmonization. It’s execution harmonization. When a deal turns

gray, everyone knows who moves first.

These capabilities are already live inside firms that stopped waiting for clarity and started building reflex. No

blueprints, no transformation programs, just embedded moves, tested under pressure and refined in real

time. This isn’t planning. It’s muscle memory. And if your firm isn’t there yet, you're already lagging
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Where to start: The moves that matter now

These moves aren’t theoretical. They’re already live inside firms that gave up on containing
complexity — and decided to beat it in motion. This is what real conflict fitness looks like: not a slide,
not a policy — just moves, under pressure, that hold. If you're trying to keep up, start here.Map
clients live, across divisions. Link individuals, funds, companies and counterparties into a single,

interoperable view.

Rewire escalation reflexes. Reward escalation movement with purpose, not indecision.

Escalation success is measured in hours, not weeks.

Shift surveillance from breach detection to drift prediction. Catch judgment erosion before

it hardens into exposure.

Assign conflict leads on complex deals. Develop clear decision rights at each level and give

authority to adjudicate risk in motion, not by committee debate.

Track private market touchpoints end-to-end. Map multirole participation across time,

geography and business lines.

Hardwire cross-border escalation playbooks. Have pre-agreed rules, standards and regional

alignment that don’t break under pressure.

Train for governance under fire. Rehearse escalation, decision-making and judgment under

deadline pressure, not in hypothetical policy scenarios.

No more silos, no more invisible connections. This isn’t strategy. It’s operational design.
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Conclusion: Execution under pressure is the
new advantage

There’s no return to clean lines, static walls or consensus built at
committee speed. Complexity isn’t a phase, it’s the operating

environment.

The firms that lead won’t be the ones with the most polished
policies. They'll be the ones with live muscle: in-the-moment
judgment, connected visibility and governance that moves under

pressure.

Conflict management is no longer just a control function. It’s a
business discipline and the difference between safeguarding clients

and missing the deal.

The question isn’t whether your frameworks are strong enough. The
question is whether your organization is fast enough. Policies don’t

close deals. Reflexes and judgment do.

In this market, conflict fitness doesn’t just keep you in the game — it

wins the game.
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