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Investment management leaders should seek

opportunities to invest in new data resources
or they could put their organizations at risk of

falling bebind.




Deloitte alternative data services

Alternative data is transforming investment processes, offering the potential for true information advantage across the industry.
But the lure of alternative data is tempered by risk. Reach out to know more about how to manage the transformation process, tap
the business value, and mitigate the risks of this powerful new tool. Learn more.


https://www2.deloitte.com/us/en/pages/financial-services/articles/alternative-data-perspectives-and-insights.html




ast growth in new data sources and

types could be a boon for the invest-

ment management sector, where access

to the fastest, most reliable, and most

relevant information has been import-

ant to generating alpha. Some might
consider data as the new oil, a ubiquitous resource that
fuels many processes—except much more abundantly
available. Over the next few years, advancements in
storage, capture, and analysis technology are expected
to drive steep growth in data volume and availability.
Deloitte estimates that by 2030, the global revenue gener-
ated by alternative-data providers across all industries
could grow by as much as 29x, at a compound annual
growth rate of 53%, and possibly reach US$137 billion."
The investment management sector is expected to be at
the forefront of this growth.

This alternative data largely consists of novel types
and forms of data such as satellite images, social media
posts, geolocation data, news feeds, and communica-
tions metadata that are different from the tradition-
ally structured financial data investment management

firms currently use.? So, investment managers may need
detailed planning and additional targeted measures to
utilize these alternative data sets in their investment deci-
sion processes. Organizations that are unable to lever-
age alternative data’s full potential could operate at an
information disadvantage, which could put them at risk
of falling behind their peers in their quest for growth in
assets under management.

Alternative data has become much more accessible to
investment management firms since many companies
across industries have started to clean, package, and
sell “exhaust data”—data generated at various points
in their supply chain—to create an additional income
stream.? In fact, the number of alternative data sets
applicable to financial services increased by ~36% over
the last two years and the number of alternative-data
providers increased by ~29% over the same period.* So
organizations that make investment decisions without
incorporating inputs from these alternative data sets
could leave out more information than they include in
their investment decisions.




Many investment managers realize the importance
of including alternative data in investment decisions.
Investment managers are turning to alternative data
to drive process improvement; cater to client demand;
find information for new investment strategies such as
environmental, social, and governance; and model key
performance indicators in innovative ways, with new
data sets to extract meaningful insights for alpha gener-
ation.’ According to a recent survey, 98% of invest-
ment professionals agree or strongly agree with the view
that the use of alternative data is becoming increasingly
important to identify innovative ideas to boost alpha.®
Another survey revealed that four out of five alternative
investment managers plan to increase their budget for
alternative data.” About half of these respondents who
plan to increase their budget for alternative data expect
an increase between 26 % and 50%, and about one-fifth
of them expect an increase up to 75%.% These statistics
support the rising importance of alternative data in the
investment decision process.

Hedge funds were driving the use of alternative data a

decade ago, but now the growth is more evenly distrib-
uted among all types of investment management firms.’
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Due to this increasing demand for alternative data, the
total revenue generated by alternative-data providers
globally is expected to exceed revenue from traditional
financial-services data providers in the next six years
(figure 1).'° Investment management firms could be the
significant drivers in this tremendous growth journey of
alternative-data providers. As the utilization of alterna-
tive data becomes mainstream, organizations that rely
primarily on their traditional financial data for making
investment decisions may be unable to make fully
informed investment decisions.

Yet, a recent survey suggests that most firms are still
battling basic tasks, such as combining data from
different sources and processing raw alternative data
into a usable format." Furthermore, many investment
managers are struggling with data analytics capabilities
to encapsulate the elements of the research process on
a common platform.!? Many investment managers are
still using spreadsheets to make investment decisions,
potentially hampering their ability to institutionalize
processes to achieve consistent quality in the investment
decision process.!?




Figure 1

Alternative data provider revenue is expected to surpass traditional data

provider revenue by 2029
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Note: We calculated the global market size of alternative data providers using the average of market size estimates from
multiple market research reports. The US market size estimates for traditional financial services data providers, gathered
from market research reports, were divided by the percentage share of the US in the global outstanding fixed income and
listed equity market to arrive at the global market size of traditional financial services data providers.

Source: Deloitte Center for Financial Services analysis.

Incorporating alternative data in the investment decision
process may not be a plug-and-play situation. For many
investment management organizations, it could take
several years to fully integrate alternative data across the
organization.' To be successful, organizations may need
a detailed and structured plan with targeted action steps
to completely leverage the full potential of alternative
data. When an increasingly higher proportion of infor-
mation becomes available through alternative sources
than through traditional financial data, organizations

that haven’t gone the extra mile to institutionalize alter-
native data could make less-informed decisions than their
more data-centric competitors. Less-informed decisions
may lead to a loss of alpha and lower Sharpe ratios,
which could negatively impact organization profitability
and competitiveness. Leading investment management
organizations are already integrating alternative-data
sources in an effort to generate information advantage.



Endnotes

N o os w

Deloitte Center for Financial Services analysis: The global market
size of alternative-data providers is calculated using the average of
market size estimates from multiple market research reports.

Doug Dannemiller and Rohit Kataria, Alternative data for investment
decisions: Today's innovation could be tomorrow s requirement,
Deloitte, 2017.

Nick Wells, “Alternative data comes of age, and investors are
noticing,” CNBC, April 23, 2019.

Neudata, “Alternative data statistics,” accessed April 14, 2023.
Northern Trust, “The art of alpha: It’s all about investment data
science,” accessed July 20, 2023.

Exabel, Alternative data for investment 2023, accessed

July 20, 2023.

Scott H. Moss, Boris Liberman, and George Danenhauer, Alternative
data: The new oil for the digital economy?, Lowenstein Sandler,
November 2022.

Ibid.

1.
12.
13.
14.

Deloitte, “Alternative data adoption in investing and finance.”
Deloitte Center for Financial Services analysis: We calculated the
global market size of alternative-data providers using the average
of market size estimates from multiple market research reports.
The US market size estimates for traditional financial services data
providers, gathered from market research reports, were divided by
the percentage share of the United States in the global outstanding
fixed income and listed equity market to arrive at the global market
size of traditional financial services data providers.

Exabel, Alternative data for investment 2023.

Northern Trust, “The art of alpha.”

Ibid.

Emmett Kilduff (founder and executive chairman of Eagle Alpha)
and Niall Hurley (CEO of Eagle Alpha), video interview with the
author, March 2, 2023.



About the authors

Jib Wilkinson
kwilkinson@deloitte.com

Jib Wilkinson leads Deloitte Consulting’s Analytics and Cloud offer-
ings for the Investment Management sector in the United States. He
helps investment management clients in major technology and busi-
ness transformations including data modernization, cloud enable-
ment, data analytics, and operational improvement. Wilkinson
focuses on the application of analytics, technology, and data to
transform businesses. He has 20+ years of experience dedicated
to helping clients to leverage data and technology to transform.

Manish Motiani
mmotiani@deloitte.com

Manish Motiani leads Deloitte Consulting’s data analytics offer-
ings for the Investment & Wealth Management sectors in the
United States. A financial-services-industry veteran with a back-
ground in strategy, product management, and data, he has spent
the last 25 years helping a large cross section of global investment
management, wealth management, custody-fund admin, and corpo-
rate-investment banking firms with their technology and business
transformation programs.

Doug Dannemiller
ddannemiller@deloitte.com

Doug Dannemiller is the head of investment management research
at the Deloitte Center for Financial Services in Deloitte Services
LP. He is responsible for driving the Center’s research platforms
and delivering world-class research for our clients. Doug has more
than 20 years of experience in research, strategy, and marketing in
the investment management and wealth management industries.

Mohak Bhuta
mobhuta@deloitte.com

Mohak Bhuta is an assistant manager at Deloitte Center for
Financial Services in Deloitte Support Services India Private Limited.
He focuses on research, analysis, and writing reports on the most
current and pressing topics for the investment management industry.

Acknowledgments

The authors would like to thank the following Deloitte Center for Financial Services colleagues for their insights and contributions:
Patricia Danielecki, Sean Collins, Neerav Shah, Karen Edelman, Alice Hartnett, Seth Raskin, and Paul Kaiser.


mailto:kwilkinson@deloitte.com
mailto:ddannemiller@deloitte.com
mailto:mobhuta@deloitte.com

About the Deloitte Center for Financial Services

The Deloitte Center for Financial Services, which supports the organization’s US Financial Services practice, provides insight and research
to assist senior-level decision-makers within banks, capital markets firms, investment managers, insurance carriers, and real estate orga-
nizations. The center is staffed by a group of professionals with a wide array of in-depth industry experiences as well as cutting-edge
research and analytical skills. Through our research, roundtables, and other forms of engagement, we seek to be a trusted source for
relevant, timely, and reliable insights. Read recent publications and learn more about the center on Deloitte.com. For weekly actionable
insights on key issues for the financial services industry, check out the Deloitte Center for Financial Services’ QuickLook article series.

Connect
To learn more about the vision of the DCES, its solutions, thought leadership, and events, please visit www.deloitte.com/us/cfs.

.
Subscribe
To receive email communications, please register at www.deloitte.com/us/cfs.

Engage

Follow us on Twitter at: @DeloitteFinSvcs


https://www2.deloitte.com/us/en/insights/research-centers/center-for-financial-services.html
https://www2.deloitte.com/us/en/insights/research-centers/center-for-financial-services.html
https://twitter.com/DeloitteFinSvcs?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor

Contactus

Industry leadership

Jib Wilkinson
Analytics leader | Principal | Deloitte Consulting LLP
+1978 335 5007 | kwilkinson@deloitte.com

Jib Wilkinson leads Deloitte Consulting’s analytics and cloud offerings for the investment management sector in the United States. He
helps investment management clients in major technology and business transformations.

Manish Motiani
Managing director | Deloitte Consulting LLP
+1617 585 4848 | mmotiani@deloitte.com

Manish Motiani leads Deloitte Consulting’s data analytics offerings for the Investment & Wealth Management sectors in the United
States. A financial-services-industry veteran with a background in strategy, product management, and data, he has spent the last 25
years helping a large cross section of global investment management, wealth management, custody-fund admin, and corporate-
investment banking firms with their technology and business transformation programs.

Center for Financial Services

Jim Eckenrode
Managing director | The Deloitte Center for Financial Services | Deloitte Services LP
+1617 585 4877 | jeckenrode@deloitte.com

Jim Eckenrode is a managing director within Deloitte’s Research & Insights team, responsible for defining and guiding the strategy,
research agenda and marketplace deployment for the Center for Financial Services and the Center for Regulatory Strategy.

Doug Dannemiller
Research leader | The Deloitte Center for Financial Services | Deloitte Services LP
+1617 437 2067 | ddannemiller@deloitte.com

Doug Dannemiller is the head of investment management research at the Deloitte Center for Financial Services in Deloitte Services LP.
He is responsible for driving the center’s investment management research and delivering it to clients.


mailto:kwilkinson@deloitte.com
mailto:mmotiani@deloitte.com
mailto:ddannemiller@deloitte.com




Deloitte
Insights

Sign up for Deloitte Insights updates at www.deloitte.com/insights
@ Follow @Deloittelnsight

Deloitte Insights contributors

Editorial: Karen Edelman, Hannah Bachman, Pubali Dey, Debashree Mandal, Rupesh Bhat, and Aditi Gupta
Creative: Natalie Pfaff, Govindh Raj, Alexis Werbeck, Pooja N Lnu, and Meena Sonar

Deployment: DI Knowledge services

Cover artwork: Natalie Pfaff

About Deloitte Insights

Deloitte Insights publishes original articles, reports and periodicals that provide insights for businesses, the public sector and NGOs. Our goal is to draw upon research
and experience from throughout our professional services organization, and that of coauthors in academia and business, to advance the conversation on a broad
spectrum of topics of interest to executives and government leaders.

Deloitte Insights is an imprint of Deloitte Development LLC.

About this publication

This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or its and their affiliates are, by means of this
publication, rendering accounting, business, financial, investment, legal, tax, or other professional advice or services. This publication is not a substitute for such
professional advice or services, nor should it be used as a basis for any decision or action that may affect your finances or your business. Before making any decision
or taking any action that may affect your finances or your business, you should consult a qualified professional adviser. None of Deloitte Touche Tohmatsu Limited, its
member firms, or its and their respective affiliates shall be responsible for any loss whatsoever sustained by any person who relies on this publication.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee ("DTTL"), its network of member firms, and their related
entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide services to
clients. In the United States, Deloitte refers to one or more of the US member firms of DTTL, their related entities that operate using the “Deloitte” name in the United
States and their respective affiliates. Certain services may not be available to attest clients under the rules and regulations of public accounting. Please see www.
deloitte.com/about to learn more about our global network of member firms.

Copyright © 2023 Deloitte Development LLC. All rights reserved.
Member of Deloitte Touche Tohmatsu Limited


https://www2.deloitte.com/us/en/insights.html
https://twitter.com/i/flow/login?redirect_after_login=%2FDeloitteInsight
https://twitter.com/i/flow/login?redirect_after_login=%2FDeloitteInsight%3Fref_src%3Dtwsrc%255Egoogle%257Ctwcamp%255Eserp%257Ctwgr%255Eauthor
https://www.deloitte.com/global/en/about/governance/network-brand-alliances/about-the-network.html
https://www.deloitte.com/global/en/about/governance/network-brand-alliances/about-the-network.html



Accessibility Report



		Filename: 

		DI_FSI-Predictions_Alternative-data postpub.pdf






		Report created by: 

		graj, graj@deloitte.com


		Organization: 

		Deloitte





 [Personal and organization information from the Preferences > Identity dialog.]


Summary


The checker found no problems in this document.



		Needs manual check: 2


		Passed manually: 0


		Failed manually: 0


		Skipped: 8


		Passed: 22


		Failed: 0





Detailed Report



		Document




		Rule Name		Status		Description


		Accessibility permission flag		Passed		Accessibility permission flag must be set


		Image-only PDF		Passed		Document is not image-only PDF


		Tagged PDF		Passed		Document is tagged PDF


		Logical Reading Order		Needs manual check		Document structure provides a logical reading order


		Primary language		Passed		Text language is specified


		Title		Passed		Document title is showing in title bar


		Bookmarks		Passed		Bookmarks are present in large documents


		Color contrast		Needs manual check		Document has appropriate color contrast


		Page Content




		Rule Name		Status		Description


		Tagged content		Skipped		All page content is tagged


		Tagged annotations		Skipped		All annotations are tagged


		Tab order		Passed		Tab order is consistent with structure order


		Character encoding		Skipped		Reliable character encoding is provided


		Tagged multimedia		Passed		All multimedia objects are tagged


		Screen flicker		Passed		Page will not cause screen flicker


		Scripts		Passed		No inaccessible scripts


		Timed responses		Passed		Page does not require timed responses


		Navigation links		Passed		Navigation links are not repetitive


		Forms




		Rule Name		Status		Description


		Tagged form fields		Skipped		All form fields are tagged


		Field descriptions		Skipped		All form fields have description


		Alternate Text




		Rule Name		Status		Description


		Figures alternate text		Passed		Figures require alternate text


		Nested alternate text		Passed		Alternate text that will never be read


		Associated with content		Passed		Alternate text must be associated with some content


		Hides annotation		Passed		Alternate text should not hide annotation


		Other elements alternate text		Passed		Other elements that require alternate text


		Tables




		Rule Name		Status		Description


		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot


		TH and TD		Passed		TH and TD must be children of TR


		Headers		Skipped		Tables should have headers


		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column


		Summary		Skipped		Tables must have a summary


		Lists




		Rule Name		Status		Description


		List items		Passed		LI must be a child of L


		Lbl and LBody		Passed		Lbl and LBody must be children of LI


		Headings




		Rule Name		Status		Description


		Appropriate nesting		Skipped		Appropriate nesting







Back to Top


