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With such enforcement guidelines, should firms need to ‘surrender’ the needs of an individual as the 
price to reach a corporate resolution with a regulator and close an investigation, the ‘needs of the 
many’ may well outweigh the needs of the few, or indeed the one.

Seen in this context, it is even more important for individuals to understand what protection the 
traditional forms of indemnity and D&O provide and what gaps may exist in that protection. 

Indemnification and insurance products: mind the gap

Although the exact details will vary by underwriter, the most common trigger for a covered insurance 
claim in this area is an allegation made against an individual to the effect that he or she has committed 
a wrongful act in a management or executive capacity. The two key protection products for senior 
managers and directors are D&O and Indemnity policies. My research shows the following key gaps in 
protection from D&O and Indemnity policies.

Gaps in D&O Gaps in Indemnity policies

Applies to Directors and Officers only. Applies to all employees and officers of a company 
who are not also directors (or statutory auditors). 

D&O is designed to respond to liability for 
claims (including defence costs) made and 
investigations commenced against directors 
in a particular period of insurance. As such 
it provides limited, if any, protection in the 
absence of a claim or investigation directly 
involving the individual concerned. 

Cover is often complex and comes with 
built-in restrictions and exclusions.

An individual has no automatic right to indemnity.

Such rights to indemnity as he or she may have, may 
be further limited by:

(a) statutory restrictions 

(b) the terms of any relevant contract (or deed poll)

(c)  the company’s willingness and appetite to indemnify 
based on:

(i) its perception of the facts on the ground in each 
case, and 

(ii) whether the senior manager is still in post when 
the indemnity is called upon.

The insurance limits themselves are usually 
shared between a large group of individuals 
which is not restricted to senior executives 
(and often includes the company itself). 

Hence the limits are prone to rapid 
depletion and even exhaustion.

The company indemnity will be worthless in the 
event of company insolvency. 

The indemnity may not continue after the individual 
has ceased to be employed. Even if it does, the 
terms may not be as generous. 

Many good D&O policies will provide protection to 
directors who are either the target of a regulatory 
investigation or who are required to attend an 
interview in the context of such an investigation. 
Unfortunately, once senior employees are already 
caught up in an investigation it may be of little 
comfort to them to know they can access legal 
advice. The real win is to avoid being caught up 
in the investigation in the first place. In addition, 
those who have left the organisation at the time 

of the investigation may not be covered; if the 
individual does secure some cover from their 
former employee, it may be less generous than 
when they were an employee even though the 
regulator’s investigation will be no less exacting. 
For example, the UK regulator (the FCA) has 
powers to commence enforcement actions six 
years (and sometimes longer) after the relevant 
regulatory breaches are alleged to have occurred.

As an industry, the investment management 
business has truly evolved over the last 30 
to 40 years. Globally, the business was built 
on the premise that professional money 
managers were better equipped, compared 
to banks and insurance companies, to 
manage an individual’s money safely 
and with professional confidence. In the 
early days of the professional money 
management business investment portfolios 
were simple: stocks, bonds or cash. 
Since then, globalisation has expanded 
the geographic footprint significantly 
and investment portfolios have grown 
increasingly more complex and risky. 

Today, non-traditional investments are a common 
component to portfolios: including real estate, private 
equity, commodities and other alternative investments. This 
has increased the professional expertise needed across the 
industry, in addition to increasing the risk and compliance 
oversight needed. The rise in pension plan assets across 
the US, UK and Japan, the largest pension markets, has 
also ignited a global industry that today is a significant 
component of the broader financial services industry.

In the US, from the enactment of The Employee Retirement 
Income Security Act (ERISA) in 1974 onwards, the 
investment business has grown from what was considered 
an insignificant operation buried within the trust department 
of a bank or insurance company, to a multi-billion dollar 
industry, which includes financial centres and trading 
platforms across the globe. 

1 PwC, Asset Management 2020 report 

Source: 2016 Willis Towers Watson Ranking of The World’s 500 Largest Asset Managers, prepared using joint research by Pensions & Investments and Willis Towers Watson
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What can you do?

Senior managers and directors can (and should) prepare for the new regulatory focus on their individual 
conduct by clarifying your own responsibilities and reporting lines. Another good starting point would be to 
confirm the details of the personal liability protection available to you through D&O insurance or employer’s 
indemnity. As these policies can be complex, it is often helpful to think about the following four aspects: 
coverage; access to the protection policy; access to legal advice and the protection timescales. 

Issue D&O policy Indemnity policy

Coverage Which employee categories are covered?

Access to the 
Protection Policy

Is access dependent on a failure or 
refusal by the company to indemnify you?

What are the conditions for access?

Under what conditions can the firm 
refuse to provide indemnity?

Access to Legal 
Advice

Does it provide you access to 
independent legal advice in pre-
enforcement dealings with regulators?

Does it enable you to take legal 
proceedings to clear your name?

Does it cover all legal expenses, 
including independent legal advice?

What restrictions are imposed on your ability to select lawyers? What restrictions 
are there in the conduct and control of any personal defence by you?

Can you get an advance for all defence costs and legal representation expenses 
pending resolution of any dispute between the company and the insurers?

Protection 
Timescales

What protection do you have against future claims if you retire or resign during the 
policy period? 

What protection do you have if the company is the subject or object of mergers 
and acquisitions activity? 

The issues of responsibilities, reporting lines and insurance protections may need to be addressed in 
meetings with HR colleagues, lawyers or insurance specialists. This investment of effort will be valuable as 
it will help you identify any gaps and agree the means to address them. For example, even if you find that 
the costs of legal representation in the context of regulatory investigations are not currently covered by the 
policies purchased by your employer, there are good solutions in the marketplace that will provide such cover 
including the LEAP policy offered by Willis Towers Watson7. Such a ‘hope for the best/ plan for the worst’ 
approach will secure the peace of mind necessary to return your focus to the challenges of the day job. 

7   www.willisfinexglobal.com/pdf/leap.pdf

What did ERISA do to ignite this industry? 

Essentially, ERISA protects the retirements assets of 
Americans and by implementing rules that all qualified plans 
must follow to ensure plan fiduciaries do not misuse assets, 
the investment management industry was born. ERISA 
created the need for independent third-party managers to 
invest and manage these large pools of retirement assets, due 
in part because of the need for ‘independence’ in protecting 
the fiduciary rights of the investors and plan participants. 

Since the 1970s the investment management industry 
has grown exponentially, so that today the world’s top 
500 managers manage over US$76 trillion in assets, per 
the below chart. Together with alternative assets and funds 
from the high-net-worth (HNW) sector, total global fund 
assets are expected to reach US$100 trillion by 20201. 

Along with this growth the industry has also seen a 
change in investor expectations and sophistication 
in terms of where they want to invest and how they 
want to invest. This trend is not limited to the US, it is a 
global phenomenon. We have seen a trend over the last 
several years where asset flows into active management 
have slowed. The rise of investment indexing is placing 
significant pressure on those organisations specialising in 
active management. Investors, both retail and institutional, 
are putting pressure on the fees the industry has 
traditionally charged to manage their money. Moreover, 
we are seeing a shift in buyer behaviour as a result of 
the millennial generation becoming a greater force in the 
investment marketplace. 

These dynamics and macro trends have had a profound 
effect on the future of jobs within the investment 
management industry. To meet the demands of investors in 
this increasingly competitive and complex industry, staffing 
and talent needs have evolved. 

Where will the changes occur? How will they 
affect the future of jobs?

Investment talent, initially recruited from Wall Street trading 
desks, redefined the role of the portfolio manager. Portfolio 
managers with expertise in investment and portfolio 
strategy across fixed income and equities were, and will 
continue to be, in significant demand. The growth of this 
‘new’ financial sector drove substantial investments in not 
only people resources, but also technology. 

This surge in staffing also created the need for jobs in key 
investment areas such as research, trading, product and 
asset class specialists and compliance experts. Since the 
early days of this development we have seen the emergence 
of new growth areas and jobs, particularly in the areas of 
exchange traded funds (ETFs) and solutions based investing. 
Compliance roles have now become an integral part of 
every investment platform; the focus on risk aversion, both 
portfolio and compliance, being of paramount importance. 
This is a function that will not be outsourced but will continue 
to be a key business focus as investors demand stronger 
fiduciary oversight.

Changes will also continue to be seen within the traditional 
sales-driven distribution channels, both in the retail and 
institutional channels. Historically, investment management 
organisations have relied on market segmentation to deploy 
their sales teams to market products. On the retail side 
of the discussion, organisations are now discovering it is 
almost impossible to cover the estimated 300,000 US 
financial advisers. The expense associated with trying to 
cover this vast market has simply become prohibitive2. 

We see technology, digital media and big data creating 
new jobs but requiring fewer sales distribution jobs. This 
changing landscape will disrupt hiring and create a ‘new’ 
profile for the sales executive. Simply put, organisations will 
not need as many sales distribution professionals as sales 
channels become more simplified and digital media takes 
hold. In terms of the sales value chain, organisations will 
continue to reduce the number of distributors they partner 
with, in the attempt to reduce cost and improve revenue. 
This rationalisation has already led to the downsizing of 
sales roles across the industry.

2  CaseyQuirk, ‘Retooling US Intermediary Sales: New Advisor Targeting Strategies’, 2016
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Rank
Attraction drivers Retention drivers

Employee view Employer view Employee view Employer view

1
Base pay/salary Career advancement 

opportunities
Base pay/salary Base pay/salary

2
Career 
advancement 
opportunities

Base pay/salary Career advancement 
opportunities

Career advancement opportunities

3
Challenging work Reputation of the 

organisation as a great 
place to work

Length of commute Relationship with supervisor/
manager

4
Job security Opportunities to learn 

new skills
Ability to manage  
work-related stress

Short-term incentives (for example, 
annual bonus)

5
Reputation of the 
organisation as a 
great place to work

Challenging work Trust/confidence in 
senior leadership

Reputation of the organisation as a 
great place to work

Firms that are agile enough to align their employee 
value proposition with the key drivers of attraction and 
retention for the industry’s pivotal roles will have  
a competitive advantage.

So, what does the future hold for the investment 
management industry in terms of jobs? First and 
foremost, there will always be the need for third-
party management of retirement assets for millions 
of investors around the world. However, the coming 
disruption in the sales distribution system, triggered 
by a changing investor base, the growing need to 
reduce operating expenses and the advanced role of 
technology, will transform jobs in the future. In terms 

of absolute numbers, there will be fewer classic sales 
jobs. A reduction in the number of external wholesalers 
and the move to a more direct sales model with fewer 
external partnerships will drive this change. The industry 
will in many ways, similar to other industries, become 
more commoditised in its product offering. The coming 
disruption in the sales distribution value chain will create 
newer jobs, but at the same time there will be fewer 
jobs as asset managers strive to get closer to the end 
investor by relying less on distribution partners.

This job disruption will also be seen in the ‘retail direct’ 
channel, affecting many mutual fund companies, 
particularly in how they sell through the traditional 
wirehouse intermediary partnership that exists today. 
We see a movement toward a more personalised digital 
advice channel, catering to the millennial investor. 
This highly personalised investment advice-type service 
will gain traction in the future, disrupting jobs and 
requiring fewer intermediary wholesaler roles. Leveraging 
social media and other digital platforms, as well as using 
‘on-demand’ product specialists, will further increase 
efficiencies of the sales organisation. 

As investor needs and expectations continue to evolve 
so too will the talent required to meet those demands. 
Though compensation will continue to be a top driver 
of attraction and retention for the new generations of 
talent within asset management, other drivers have 
and will continue to increase in importance. A firm’s 
reputation for example, and the ability to advance within 
the organisation, are becoming key decision criteria for 
employees, according to a biennial survey of employees 
and employers conducted by Willis Towers Watson 
(figure 1). 

Source: 2016 Willis Towers Watson Global Talent Management & Rewards and Global Workforce Studies, Investment Management
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