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Market Risk Management takes centre stage

Market risk has been thrust to the forefront of investment priorities for the sell-side over the past two 
years following the unprecedented market moves in the wake of the initial spread of Covid in February 
and March 2020. According to the inaugural KRM22 Capital Markets Risk Sentiment Index, released in 
Q4 2021, market risk was the top concern for banks. 

For this report, which provides a deep dive into how banks are approaching investment in market risk 
management, Acuiti surveyed senior market risk executives at 30 major sell-side institutions. 

The key finding is that the Covid-19 pandemic and subsequent market and operational challenges have 
led to a significant change in how market risk is managed across the sell-side. What’s more, the pace of 
change is likely to accelerate over the next 12 months. 

Firms across the market have beefed up market risk teams, taking on new staff members. Half of firms 
surveyed had increased the level of full-time employees in market risk management with 7% having 
significantly increased staffing levels.  

Over the last 18 months, what level of change in Full Time Employees have you seen 
in your organization’s Market Risk department?

Significant increase 7% Slight increase 43% Remained about the same 40%

Significant decrease 0%Slight decrease 10%

Firms that had decreased levels had done so as a result of pulling back from certain markets or 
asset classes following strategic reviews.
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Growing importance of technology

The main two drivers behind that increase lie in greater automation of processes and a drive for more 
real-time views of risk exposures. Increasingly firms are employing programmers and quants to develop 
APIs and build out functionality while remote working requires disparate team members having access 
to the same data views. 

At the same time, the Fundamental Review of the Trading Book (FRTB), which is being implemented over 
the next two years, is requiring significant development work to adapt market risk technology to meet 
the new requirements. One of the major challenges inherent to FRTB from a market risk perspective is 
bringing together different infrastructures and architectures into one holistic view of risk, which requires 
the sourcing and normalization of multiple feeds from multiple sources. 

While staffing levels have increased, building up market risk resilience to meet the challenges of today’s 
markets and developing post-covid BAU strategies are ultimately technology challenges. This is 
resulting in a significant increase in the importance of technology in managing market risk. 

Almost 90% of respondents said that they thought the importance of technology in managing market 
risk had increased over the past 18 months with 34% saying it had significantly increased. 

Has the importance of technology in managing Market Risk changed over the past 
18 months?

Remained about the same 14%Increased significantly 34%

Reduced somewhat 0%

Increased somewhat 52%

Reduced significantly 0%



These trends are driving an increase in the usage of third-party vendors. Of those surveyed, 44% said 
that they had increased their use of third-party vendors over the past 18 months. 

By using third-party vendors, sell-side firms can leverage their providers’ cross-client expertise and 
also mitigate the cost and complexity of building and maintaining inhouse systems. Enhancing this trend 
is a growing offering from third-party vendors of the buy-and-build approach in which firms can buy 
off-the-shelf technology but tailor it to their specific requirements. 

Increasingly, investing in technology and market risk management is being seen as being value additive 
rather than simply a cost base. 57% of the senior market risk executives surveyed for this report 
reported a return on investment with 21% reporting a significant return. 

Have you changed your usage of third-party technology vendors for Market Risk 
over the past 18 months?

Increased significantly 3% Increased somewhat 41% Remained about the same 52%

Reduced significantly 0%Reduced somewhat 3%
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While the last 18 months have seen significant changes to how market risk is managed across the sell-
side, the findings of this study suggest that the pace of change is likely to accelerate over the next 12 
months. Only 14% of respondents expected their approach to market risk management remain the same 
over the next 12 months with 41% predicting a significant overhaul. 

Over the last 18 months, how much business value has Market Risk 
Management delivered?

Over the next 12 months, how much change do you expect to see in your 
approach to Market Risk management?

Looking ahead

Significant return on investment 21% Slight return on investment 36% Cover costs 11%

Don’t know/impossible to measure 32%

Significant overhaul 41% Slight change 45% Remain the same 14%
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The change is being driven by loss prevention and the anticipation of a major risk event. Interestingly, 
the key drivers for change are being driven from the business with board pressure and executive team 
pressure not seen by most respondents as a major driver of change. Regulatory pressure is also driving 
change reflecting the upcoming introduction of FRTB. 

Respondents are expecting to invest in both headcount and technology in market risk over the next 
12 months. Reflecting the drive towards greater automation, 35% of firms are expecting to increase 
headcount while 86% are planning to deploy new systems to support their changing approach. 

Which of the following will be the biggest drivers of that change?

Over the next 12 months, how do you expect the FTE’s employed in Market Risk 
Management to change

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Board pressure
Executive team pressure

Protection from losses

Controlling costs
Competitive pressures

Regulatory pressures
Major risk event

Major enforcement action

Revenue growth

No impact Some influence Major driver

Increase significantly 4% Increase somewhat 31% Remain about the same 65%

Reduce somewhat 0% Reduce significantly 0%
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The investment in technology planned 
over the next 12 months is designed to 
meet the changing market conditions but 
also reflects historic underinvestment. 
Spending since the financial crisis has 
been focused on compliance and legal 
projects to comply with new regulations. 
The major market events of 2020 and 
2021 have shifted the focus back towards 
market risk. 

When asked which area needed the most 
improvement in market risk management, 
44% said technology compared with 38% 
for internal processes and 19% for people. 

A major area of inefficiency with regards 
to technology in market risk management 
reported by respondents to the survey was 
the lack of integration between systems. 
As firms seek to get a more holistic real-
time view of risk across the asset class and 
geographic silos, connecting risk systems 
will be a key focus for investment and 
innovation. 

How many new risk systems do you expect to deploy over the next 12 months?

None 14% 2 to 5 29% 1 57%


