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Asset Management Board Update - July 2026

July 2026 confirmed that asset management is being reshaped by five simultaneous forces: ETF scale, Al
transformation, private-market expansion, digital disclosure and tokenization, and more data-intensive global
supervision.

ETFs continue to pressure traditional mutual fund economics, while large-scale asset managers gain advantage
through integrated platforms combining ETFs, private markets, data, technology, and global distribution. Al
remains both a powerful investment theme and a board-level operating issue, with implications for portfolio
construction, workforce redesign, productivity, GDP growth, cybersecurity, infrastructure demand, and
valuation discipline. Private credit and private markets continue to expand into retail and retirement channels,
but liquidity mismatch, valuation opacity, redemption pressure, fees, and participant suitability are critical
governance concerns. At the same time, U.S., UK, EU, and global regulators are advancing oversight of novel
ETFs, electronic delivery, fund reporting, Al supervision, tokenization, risk management, and investor
protection. For asset management boards, the central trend is clear: growth opportunities are expanding, but
so are governance, disclosure, technology, liquidity and fiduciary obligations required to sustain them.

The convergence of product innovation, technology transformation, private-market expansion, and regulatory
modernization challenges management and boards to be creative, agile, and systematic. For board directors,
the central question is: Is the firm scaling its governance, data, liquidity, valuation, compliance, technology, and
talent infrastructure as quickly as it is scaling products, platforms, and private-market ambitions? Directors
should require dashboards that integrate ETF flows, mutual fund retention, Al exposure, workforce strategy,
private credit liquidity, retirement-channel alternatives, regulatory reporting readiness, tokenization pilots,
cyber risk, and client communication quality.



ETF Growth, Regulations

1. ETF and active ETF growth continues to reshape the industry’s economics

What happened & why it’s important: ETFs continue to grow - by net $32 billion in July and $412 billion YTD,
while mutual funds are growing more slowly or faltering'. The ETF trend is now structural, not cyclical. It
affects product design, fee models, tax efficiency, distribution, advisor platforms, retirement channels, model
portfolios, capital markets staffing, and technology infrastructure. For traditional mutual fund complexes, the
core issue is whether legacy products can remain relevant against more tax-efficient, transparent, and lower-
cost ETF alternatives.

What board directors should do in response: Boards should require management to present a wrapper
strategy across mutual funds, ETFs, active ETFs, SMAs, CITs, model portfolios, and retirement products.
Directors should ask which mutual funds should be maintained, converted, merged, repriced, or closed, and
whether the firm has sufficient ETF capital markets, tax, compliance, and trading capabilities.

What to monitor in coming months: Active ETF inflows, mutual fund redemptions, ETF share-class relief,
model portfolio adoption, fee compression, authorized participant concentration, secondary-market spreads,
ETF liquidity under stress, and product proliferation risk.

2. Large asset managers gain scale through ETFs, private markets, and technology platforms

What happened & why it’s important: BlackRock’s $868 billion net inflows over 12 months, to $15.3 trillion,
were driven by ETFs, private markets, active fixed income, and systematic equity strategies. Scale is becoming
more strategically valuable. The largest firms can combine ETF distribution, private markets, data, technology,
risk systems, model portfolios, and institutional relationships in ways that smaller firms may struggle to
replicate. The industry’s competitive advantage is shifting from product manufacturing alone to integrated
platforms.

What board directors should do in response: Boards should ask management whether the firm has a
defensible scale position or a differentiated niche. Directors should review where the firm can compete
profitably: active ETFs, private markets, retirement solutions, wealth platforms, institutional mandates,
alternatives, model portfolios, or technology-enabled services.

What to monitor in coming months: AUM concentration among top managers, organic growth versus market
beta, technology platform adoption, Aladdin-like operating models, strategic partnerships, M&A, private-
market acquisitions, margin pressure, and client concentration.

3. SEC scrutiny of “novel ETFs” became a major product-governance issue

What happened & why it’s important: The SEC has requested public comment on ETFs seeking to invest in
innovative asset classes or use novel strategies. Noting that ETFs have grown from $4 trillion in 2019 to >5$12
trillion at year-end 2025, the SEC said public engagement is needed as novel strategies emerge.’ The ETF



wrapper’s success is generating more complex products: leveraged and inverse ETFs, options-based ETFs,
crypto-linked ETFs, single-stock ETFs, alternative exposure ETFs, and potentially event- or prediction-linked
products. These can expand revenue and distribution but raise suitability, liquidity, disclosure, volatility,
hedging, and reputational risks.

What board directors should do in response: Boards should require a complex product approval framework
covering target investor analysis, stress testing, liquidity, leverage, derivatives use, index methodology,
marketing review, surveillance, and post-launch performance monitoring. Directors should ask whether
disclosures clearly explain path dependency, downside risk, and expected behavior under market stress.

What to monitor in coming months: SEC comments and follow-up rulemaking, FINRA scrutiny, leveraged ETF
flows, options-based ETF performance, crypto ETF developments, investor complaints, volatility events, and
whether distributors impose platform restrictions.

Regulatory Trends in the U.S. and Globally

4. The SEC proposed default electronic delivery for fund and adviser disclosures

What happened & why it’s important: On July 16, the SEC proposed Regulation E-Delivery, which would allow
issuers, broker-dealers, investment advisers, and others to satisfy federal securities-law delivery obligations
electronically without first obtaining affirmative consent, while preserving the ability to request paper. The
proposal would cover fund prospectuses, annual and semiannual shareholder reports, proxy statements, trade
confirmations, Form CRS, and Form ADV Part 2 brochures.!" This could materially reduce paper, printing,
mailing, and fulfillment costs while enabling more timely, interactive, and personalized investor
communications. It also increases the importance of digital disclosure design, accessibility, cybersecurity,
record retention, customer preference management, and operational resilience.

What board directors should do in response:

Boards should ask management to quantify potential savings and operational impacts from e-delivery.
Directors should also ensure that digital disclosure does not reduce investor comprehension, exclude less
digitally enabled investors, or create new cyber, privacy, accessibility, or recordkeeping weaknesses.

What to monitor in coming months:

SEC comment letters, investor advocate concerns, implementation timelines, opt-out rates, digital accessibility
standards, cyber incidents, vendor readiness, and whether fund boards receive better analytics on investor
engagement with disclosures.

5. UK asset management reform accelerated: reporting, AIFM regime, remuneration, and supervision

What happened & why it’s important: On July 14, the FCA proposed Fund Reporting for Asset Management
Entities, or FRAME, to improve the quality and consistency of data reported to the FCA. The FCA also proposed
broader reforms to the UK AIFM regime and solo-regulated firm remuneration rules, saying the package could
tailor requirements more proportionately, reduce costs, and improve supervisory data. The FCA said input
deadlines run into September and October 2026, depending on the consultation."



The UK is moving toward a more proportionate but more data-driven asset management regime. For global
managers, this affects reporting architecture, UK AIFM operations, private markets, delegation, remuneration,
compliance costs, and supervisory engagement.

What board directors should do in response:

Boards should require a UK regulatory implementation map covering FRAME, AIFM reform, remuneration,
fund reporting, private-market valuation, tokenization, and operational resilience. Directors should ensure the
firm’s data systems can support more granular and consistent regulatory reporting.

What to monitor in coming months:

FCA consultation responses, final rules, reporting templates, implementation dates, technology spend,
compliance staffing, data lineage, regulatory feedback, and divergence between UK, EU, and U.S.
requirements.

6. EU supervisors sharpened focus on fund risk-management functions

What happened & why it’s important: On July 3, ESMA launched a Common Supervisory Action with national
competent authorities focused on the risk management function of UCITS management companies and AlIFMs.
ESMA said the exercise will assess compliance with key risk-related provisions under UCITS and AIFMD and will
publish final results in 2028." This is directly relevant to asset management boards because it focuses on the
guality of risk management, not just investment performance. It also follows ESMA’s prior findings of
governance weaknesses in compliance and internal audit functions, including issues around independence,
policies, implementation, senior management, and board oversight.

What board directors should do in response:

Boards should ask management to benchmark risk-management functions against UCITS and AIFMD
expectations: independence, authority, staffing, escalation rights, liquidity risk, leverage, derivatives, stress
testing, valuation, outsourcing, and board reporting.

What to monitor in coming months:

National regulator requests, peer findings, remediation expectations, liquidity stress testing, board-reporting
enhancements, senior manager accountability, and whether ESMA findings influence non-EU supervisory
expectations.

7. Global regulators continued to frame Al as a supervisory issue for capital markets

What happened & why it’s important: IOSCO’s 2026 Al work remained a central reference point for global
securities regulators. Its supervisory toolkit for Al use in capital markets is designed to help regulators oversee
Al systems used by regulated financial entities, focusing on governance, model risk, outsourcing,
concentration, accountability, and supervisory practices. The Japan Financial Services Agency also highlighted
IOSCO’s May 25 final report on Al use in capital markets in a June 2026 release, showing cross-border
regulatory uptake."



Al oversight is moving from voluntary innovation governance to supervisory expectation. Asset managers using
Al in portfolio construction, research, trading, client segmentation, compliance, marketing, surveillance, risk, or
operations should expect examiners to ask how models are approved, monitored, explained, tested, and
controlled.

What board directors should do in response:

Boards should require a firmwide Al inventory and control framework. This should include model approval,
human oversight, explainability, data governance, vendor due diligence, cybersecurity, privacy, bias testing,
investment decision documentation, and escalation protocols.

What to monitor in coming months:

SEC, FCA, ESMA, 10SCO, and APAC Al supervisory developments; Al-related enforcement; vendor
concentration; model hallucination; trading or compliance errors; privacy breaches; and board reporting on Al
use cases.

Al: Impact on GDP, Productivity and Workforce

8. Al workforce disruption moved from theoretical risk to board-level workforce planning

What happened & why it’s important: Goldman Sachs published a July 2 report asking whether Al could
produce a “job apocalypse,” noting that rapid Al capability improvements and corporate adoption have led to
predictions of large-scale job losses before the end of the decade. Goldman’s June-recorded discussion
estimated that, under a baseline 15% productivity uplift from full Al adoption, roughly 9% of U.S. workers could
be reallocated to new positions during the Al transition. Stanford’s 2026 Al Index found that one-third of
organizations expect Al to reduce their workforce in the coming year, even though large-scale job losses have
not yet appeared in aggregate employment data."’

For asset managers, Al workforce risk is two-sided. It may improve productivity in research, coding, client
service, compliance, portfolio analytics, operations, reporting, and marketing. But it may also disrupt junior
analyst pipelines, operations roles, compliance workflows, client-service staffing, and knowledge-transfer
models. The risk is not only headcount reduction; it is capability erosion if firms automate entry-level
development without redesigning training.

What board directors should do in response:

Boards should require an Al workforce plan covering role redesign, reskilling, junior talent development,
human oversight, vendor dependency, productivity metrics, employee engagement, model-risk controls, and
change management. Directors should also ask whether incentive systems reward safe adoption rather than
uncontrolled experimentation.

What to monitor in coming months:

Al-related layoffs, reskilling budgets, hiring for Al-proficient roles, junior analyst intake, employee productivity
measures, control failures, morale, vendor reliance, regulatory expectations, and whether Al gains are
translating into sustainable margin improvement.



9. Al’'s GDP, productivity, and financial-stability implications became central macro questions

What happened & why it’s important: The OECD published July 2026 work arguing that Al could provide
productivity gains, help alleviate labor shortages, and support growth in aging societies. The BIS warned that Al
investment and expectations have supported economic activity and favorable financial conditions but also
noted that stretched valuations, investor complacency, bond-market fragility, and the risk of Al overinvestment
could create financial-stability vulnerabilities. A July BIS working paper described the current Al buildout as one
of the largest technology-driven investment booms in U.S. history and highlighted its debt financing and
circular equity ties as sustainability questions. Vi

Al is now both a growth thesis and a macroprudential risk. Asset managers must assess whether Al capex will
produce durable productivity gains or whether valuations are capitalizing benefits before cash flows are visible.
This affects equities, credit, infrastructure, utilities, real estate, semiconductors, data centers, software, private
equity, and private credit.

What board directors should do in response:

Boards should require Al scenario analysis across portfolios: productivity upside, capex disappointment, power
bottlenecks, chip oversupply, data-center utilization risk, labor displacement, margin compression, regulatory
intervention, and valuation resets. Directors should ask whether Al risk is concentrated in public equities,
private markets, credit portfolios, or infrastructure funds.

What to monitor in coming months:

Al capex revisions, hyperscaler free cash flow, enterprise Al adoption, productivity statistics, data-center
utilization, power demand, semiconductor inventories, debt financing of Al infrastructure, credit spreads for
Al-linked borrowers, and evidence of valuation excess.

10. Al investment opportunities broadened beyond software into infrastructure and the “physical economy”

What happened & why it’s important: Goldman Sachs Asset Management’s July market commentary said Al
investments may reach roughly 1.5% of U.S. GDP in 2026, just below the 1990s technology peak. It also
highlighted opportunities linked to energy, defense, economic security, infrastructure, and industrials.
Stanford’s 2026 Al Index reported that U.S. private Al investment reached $286 billion in 2025, more than 23
times China’s private Al investment, while noting that China’s government-backed funding means private
investment alone understates China’s total Al spending.™

Al is expanding from a technology-stock narrative to a broader investment regime. Opportunities include
semiconductors, data centers, cloud, grid equipment, power generation, utilities, cooling, cybersecurity,
robotics, defense technology, industrial automation, real estate, and private infrastructure. Asset managers
that frame Al too narrowly may miss second-order beneficiaries.

What board directors should do in response:
Boards should ask management to separate Al exposures into builders, infrastructure enablers, adopters, and



disrupted companies. Investment teams should be challenged to explain where Al exposure is priced, where it
is underappreciated, and where narrative risk exceeds fundamentals.

What to monitor in coming months:

Earnings conversion from Al investment, data-center power availability, semiconductor supply chains, Al
infrastructure financing, private infrastructure fundraising, utility load growth, cybersecurity demand,
industrial automation adoption, and Al-related concentration in indexes and client portfolios.

Global corporate investment in Al by investment activity, 2013-25
Source: Quid, 2025 | Chart: 2026 Al Index report
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Private Assets: Stress Points and Use in Defined Contribution Plans

11. Private credit stress and semi-liquid fund liquidity remained under scrutiny

What happened:

Private credit remained a key July concern. Public reporting and firm disclosures showed that redemption
pressure remained elevated in several semi-liquid private credit vehicles, even as large alternative managers
continued to report fundraising strength. SEC Investment Company Act notices and orders in July also showed
continued activity in co-investment, private credit, evergreen, and interval-fund structures, including notices
involving Cliffwater Corporate Lending Fund, Dawson Private Markets Evergreen Fund, and other private-
market vehicles.* The central risk is liquidity mismatch: illiquid loans held in vehicles marketed with periodic
liquidity. Private credit remains attractive for income, diversification, and fee growth, but stress can emerge



through redemption queues, valuation marks, borrower weakness, payment-in-kind income, leverage, and
investor disappointment.

What board directors should do in response:

Boards should require private credit dashboards that include redemption requests, fulfilled and unfulfilled
repurchases, liquidity sleeves, credit-facility usage, leverage, non-accruals, PIK income, borrower
concentration, sector exposure, valuation dispersion, and secondary-market pricing.

What to monitor in coming months:

Redemption caps, new sales versus withdrawals, borrower defaults, software and Al-disrupted borrowers, PIK
income trends, secondary loan pricing, NAV volatility, credit-facility draws, rating-agency concerns, and
investor communications about liquidity.

12. Private markets in retirement plans remained a strategic opportunity and fiduciary flashpoint

What happened & why it’s important: The Department of Labor’s 2026 proposal to expand access to
alternative assets in 401(k)-type plans remained a major industry debate in July. The proposal would establish
process-based safe harbors for fiduciaries evaluating alternative assets in designated investment alternatives.
The DOL emphasized that the proposal is neutral on asset classes and focuses on fiduciary process.* If
finalized, the proposal could expand access to private equity, private credit, infrastructure, real estate, and
other alternatives in defined contribution plans. That could significantly increase the addressable market for
asset managers, but it raises hard questions about liquidity, valuation, fees, benchmarking, participant
communication, target-date fund design, and litigation risk.

What board directors should do in response:

Boards should ask whether the firm has a responsible DC alternatives strategy. Directors should require clear
product design standards: daily or periodic valuation methodology, liquidity management, participant-level
disclosures, fee transparency, fiduciary support, benchmark appropriateness, and stress testing.

What to monitor in coming months:

DOL final action, ERISA litigation, consultant guidance, plan sponsor adoption, target-date fund use of
alternatives, recordkeeper operational readiness, participant outcomes, and public scrutiny over fees and
liquidity.

Tokenization

13. Tokenization and stablecoin-adjacent fund infrastructure moved further into mainstream asset
management

What happened & why it’s important: The FCA and Bank of England’s call for input on the future of
tokenization in UK wholesale markets closed on July 3, following earlier FCA guidance designed to move fund
tokenization from experimentation toward wider adoption. The FCA said asset managers are among the firms
being asked for views, and noted that tokenization work includes settlement, collateral, investor access, client
asset rules, and wholesale market infrastructure.X Tokenization is increasingly relevant to fund distribution,



transfer agency, settlement, collateral mobility, money market funds, private markets, and operational
efficiency. It also introduces new cyber, custody, smart-contract, legal enforceability, interoperability, AML/KYC,
and investor-protection risks.

What board directors should do in response:

Boards should require management to define whether tokenization is a strategic priority, a watchlist issue, or
an immediate product opportunity. Directors should insist that any tokenization pilot include legal, custody,
operational resilience, cyber, vendor, client asset, and investor-disclosure controls.

What to monitor in coming months:

FCA/Bank of England feedback, Digital Securities Sandbox activity, tokenised money market funds, stablecoin
reserve funds, tokenised private funds, institutional custody standards, settlement infrastructure, smart-
contract risk, and cross-border regulatory interoperability.

Summary: Board Director Calls to Action

For board directors, the July 2026 call to action is to ensure that product, platform, and technology growth are
matched by equally strong governance infrastructure. Boards should require management to present
integrated dashboards covering ETF and mutual fund flows, active ETF strategy, wrapper profitability, product
complexity, Al investment exposure, Al workforce strategy, private credit liquidity, valuation discipline,
retirement-channel alternatives, regulatory reporting readiness, digital disclosure, tokenization pilots,
cybersecurity, and client communication quality. Directors should challenge management to distinguish
between market-driven AUM growth and true organic growth, and to identify where innovation may be
creating new operational, fiduciary, reputational, regulatory, or conduct risk. Boards should also require clear
escalation protocols for liquidity stress, valuation disputes, Al model failures, cybersecurity events, product
disclosure weaknesses, investor complaints, and regulatory reporting errors. The most effective asset
management boards will not resist innovation; they will insist that innovation be grounded in resilient
operations, transparent disclosure, disciplined capital allocation, strong risk governance, and demonstrable
client value.

Linkedin Hook

Asset management is being transformed by ETFs, Al, private markets, digital disclosure, tokenization, and data-
driven regulation. The opportunity is substantial — but boards must ensure that product innovation,
technology adoption, and private-market growth do not outrun governance, liquidity discipline, valuation
integrity, cybersecurity, and client protection.

#AssetManagement #ETFs #ActiveETFs #Artificiallntelligence #PrivateCredit #PrivateMarkets
#FundGovernance #BoardGovernance #RiskManagement #LiquidityRisk #CyberRisk #Tokenization
#RetirementPlans #lnvestmentManagement #Regulation
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