
What is driving the growth of  

liquid alternatives?

Lewin: There are a couple of aspects to the growth 

we see in liquid alternatives. Increasingly, investors are 

looking for the potential benefits they can provide--which 

are liquidity, tax reporting, transparency and often lower 

fees, versus traditional alternatives. Major traditional fund 

houses are looking to supplement their offerings with 

liquid alternatives, and alternative managers are finding 

new clients by making their strategies more accessible. 

Liquid alternative products themselves are also getting 

more sophisticated. Managers are looking for growth  

and diversification as well as the ability to offer yield- and 

risk-based investing solutions. 

How does a fund launch a liquid  

alternatives product?

Lewin: There are ways that we work with managers to 

create a liquid alternative product. A hedge fund can go 

through the process to set up its own standalone fund, 

or it can become a sub-adviser to a fund. That can be 

done directly or through a multimanager product. The 

third way is to join an established entity, like a series trust. 

Aldoroty: The path for traditional ’40 Act long-only and 

hedge fund managers to create a liquid alternatives 

are different.  Long-only managers who already invest 

in liquid alternatives portfolios and have established 

distribution channels need to build out their alternative 

investment strategy. This may include finding investment 

expertise and short-side research. Hedge fund 

managers with an established alternative portfolio 

strategy will need to comply with ’40 Act regulations, 

match portfolio liquidity with investor redemption cycles 

and create investment channels. We facilitate the 

merging of those long- and short-strategy worlds.  

What should a manager look for in a 

service provider?

Aldoroty: The combination of BNY Mellon and 

Pershing is compelling. We offer series trusts 

that have full infrastructure with a lower-cost 

entry point. As a bank, we can custody your 

assets and our prime brokerage business offers 

financing and short coverage within a ’40 Act 

fund construct. We offer fund administration as 

well. When you look at the continuum of all the 

products and services that a liquid alternative 

might need, those pieces exist within the BNY 

Mellon-Pershing enterprise. Everything is laid out 

and it’s an easier process.

Lewin: Liquid alternatives are a new asset type, 

and managers are often unequipped to launch 

and manage them. Across the board, we have 

resources to help our clients create, launch, 

run and grow their funds. These include all the 

administrative services required for operation and 

compliance. Financing solutions such as collateral 

management, securities financing and prime 

brokerage services help drive alpha. Pershing 

offers access to one of the largest platforms in the 

world for use by registered investment advisers.  

Aldoroty: In addition, technology is one of our 

strong points. For example, if you borrow 

money or stock through our prime brokerage 

unit, we can help increase efficiency via a 

seamless technology that provides online 

automated movement of collateral between 

the custodian and prime broker. Our advantage 

to clients is that we can provide end to  

end solutions.  
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Liquid alternatives are playing a larger role in investor portfolios and asset managers of all types are responding with developing 
more liquid alternative products and strategies. This, in turn, is creating more demand for services to help asset managers create 
and administer.  BNY Mellon and its affiliate Pershing have a solution to fill this need. BNY Mellon Asset Servicing provides custody, 
administration services, operational infrastructure and regulatory support to funds of all types. Pershing Prime Services provides prime 
brokerage, financing, servicing and platform access. Together, they draw on expertise from both sides of the business to launch, 
administer and grow liquid alternative products. Marina Lewin, global head of new business development at BNY Mellon Asset 
Servicing, and Mark Aldoroty, managing director, head of sales and relationship management at Pershing Prime Services, explain the 
dynamics of liquid alternative growth in an interview with Institutional Investor’s Alpha.
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