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The article examines the key problems of the development of the trust management market at the present stage of the formation of the global market. All
problems are identified within the framework of the main trends in the development of the financial market, which is associated with the complication of its
subject structure, changes in the structure of instruments. In addition, the market is actively expanding due to the introduction of intermediaries and social
media as specific market players. The active digitalization of economic activity leads to the formation of new industries, including the need to form a cyber
security system. New rules for the functioning of the trust management market require the development of appropriate regulatory support for the functioning
of the market and the formation of global value chains. A problematic issue is also the awareness of new clients with trust management services, the rules of
the market functioning. It is worth considering the processes of global offshorization, which determines the key directions of normative regulation both in the
global market and its regional adaptation. In this regard, the paper discusses the features of the development of regulatory support for the functioning of the
financial market in general, as well as the market of trust operations in particular in modern conditions, with examples of the implementation of this concep-
tion in certain highly developed countries (United States of America, Great Britain, etc.) taking into account the requirements of international organizations to
ensure and regulate these markets in order to counter money laundering, tax evasion, and concealment of the tax base. In addition, the article proposes some
options for minimizing the negative consequences of key problems in the development of the trust management market or minimizing the associated risks.
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Mepminos C. b. Mpobaemu po3sumky 008ip4020 ynpasniHHA 8 yMoBax cy4acHo20 2106a1bH020 hiHAHCO8020 PUHKY
Y cmammi po3anadaomeca Knk4osi npobaemu po3gumKy puHKy 008ip4020 yrpasniHHA HA Cy4acHOMy emani CMaHOBAEHHA 2106a1bH020 PUHKY. Yci npo-
6r1emu BU3HAYEHO 8 PAMKAX OCHOBHUX MpeHOig PO3BUMKY (hiHAHCOB020 PUHKY, WO MO8’A3GHE 3 YcKNaOHEHHAM (020 cy6’ekmHOi cmpyKmypu ma 3miHoK
cmpykmypu iHcmpymeHmie. Kpim mozo, akmugHe po3wupeHHs puHKy 8i06y8aembCa i 3a paxyHOK ynposadxeHHs nocepedHUKis i coyianbHux media Ak cre-
YuehiyHux 2pasyie puHKy. AKmugHa OudxUManiayis ekoHoMiYHoi disnbHocmi mpueodums 0o hopmysaHHs Hosux 2anysel diaabHocmi, y momy vucai i
0o HeobxiOHocmi hopmysaHHa cucmemu Kibepbesnexu. Hosi npasuna GyHKYOHY8aHHA PUHKY 008ipY020 yrpasiHHA 8uMa2aloms po3pobKu 8idnosidHo2o
HOPMaMUBHO20 3abe3nedeHHs GyHKUIOHYBAHHA PUHKY Ma (hopMyBaHHA 21060/1bHUX NAHYIOHKIE CMBOPEHHA 8apmocmi. [po6eMHUM MUMAHHAM € MAKOX
i noiHghopmosaHicme HOBUX K/lieHMIB 3 NOCAY2amMU 008ip4020 YrPABAIHHA, MPABUAAMU (PYHKUIOHYBAHHA PUHKY. Bapmo epaxogysamu i npoyecu 2106abHoi
ohwopusayii, AKa BUSHAYAE KAK0408I HAMPAMKU HOPMAMUBHO20 Pe2ynioBaHHA AK Ha 2n06anbHOMy PUHKY, mak i lio2o pe2ioHanbHy adanmayito. ¥ 36’asky
3 yum y pobomi posenaHymo 0cobausocmi HaMPAYBAHHA HOPMAMUBHO-pe2ynAMOPHO20 3abe3rnedeHHA (yHKUiOHYB8aHHA (hiHAHCOB8020 PUHKY 8 Uinomy,
0 MAKoX PUHKY 008ip4ux onepayili 30kpema 8 Cy4acHux ymosax, i3 npukaadamu peanisayii 0aHoi KOHUenyii 8 OKPemux 8UCOKOPO3BUHEHUX KpaiHax (Cronyve-
Hi Lmamu Amepuku, Beauka bpumania ma iH.), 3 ypaxysaHHAM 8uMoe MixHapoOHuUX opeaHisayili 0o 3abe3nedeHHs ma pe2ynos8aHHA 0GHUX PUHKIE 3 MEMOKD
MpOMUCMOAHHA BIOMUBAHHIO 2powiell, yXUNAHHIO 8i0 craamu nodamkie, MPUX08aHHI0 6a3u 0rodamKogysaHHA. Kpim mozo, y cmammi 3anponoHo8aHo deski
8apiaHMu MiHIMI3ayii HeaamugHUX HacniOKie K0Y08UX MPOBAEM PO3BUMKY PUHKY 0BIPY020 YNpasiHHA abo MiHIMI3ayii Mos’a3aHux i3 yum pusukis.
Kntouosi cnoea: dosipye ynpaeniHHs, puHoK 008ip4020 ynpaeniHHs, mpacm, 6aHKIBCLKa dianbHicMb.
Puc.: 1. bi6n.: 18.
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he development of the trust services market is tak-

ing place in the context of the development of new

rules for regulating the financial market as a whole
and the formation of a new market format. It is associ-
ated with global restructuring and reorganization of the
market, the emergence of new instruments and, accord-
ingly, the need to comprehend new behavior strategies
for banks in the financial services market. In these con-
ditions, both new challenges for the trust management
(TM) industry and new opportunities are being formed.
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The formation of the trust management market,
and trust relations, in particular, has become the object
of research in a significant number of scientific works.
For example, general issues of asset management are
analyzed in the works by I. Smirnov [15], A. Vorotilov
[8], A. Kovalevich [11], F. Ripol-Saragossi [14], S. Budyl-
gin [7] and others. We find certain issues of managing
specific assets in the works by A. Asaul [5], M. Moroz
[13], A. Genkin [9] and other scientists. Legal regulation
of asset management processes is the basis of research
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by Fedulova D. [16], Mazaeva A. [12], Zweigert K. [17],
Dozortsev V. [10]. However, special attention should be
paid to the issues of determining the key problems of
the development of the trust management market at the
present stage.

Taking into account all the abovementioned, the
purpose of the article is to identify the key problems in
the development of the trust management market at the
present development stage of the global economy.

he development of the trust management market

is accompanied by the presence of a significant

number of problems and asymmetries, which
are a natural consequence of the development of new
markets. Based on the generalization of modern inter-
national practice of trust management, the key groups of
problems of the trust management market at the pres-
ent stage of its development have been systematized and
identified (Fig. I).

Trust management services can be classified as
"clean" banking services. However, since they are actively
developing and transforming due to objective economic
circumstances, a more in-depth analysis and determina-
tion of their place in the structure of the functional activi-
ties of banks or the development of the financial market as
awhole is required [6]. Trust management has undeniable
advantages, since it creates opportunities for the distribu-
tion of risks between all participants in the trust relation-
ship. So, the key risks are associated with the object of
placement, trustee, client, bank, company, etc. Neverthe-
less, the development of trust management faces signifi-
cant problems and barriers in the global financial market.

Some scholars consider the following as key ob-
stacles to the development of the trust services market:

1) the unwillingness of the banking structure to sys-
tematically provide trust management services;

2) unwillingness of clients to place assets under
management, which may be determined by the
availability of new investment instruments;

3) the complexity of forecasting the development
of the financial market, in general and the trust
management market, in particular;

4) the complexity of trust management tools for un-
derstanding and lack of the possibility to clearly
predict the development of the securities market;

5) the complexity of the procedure of providing trust
management services in banking practice [9].

Significant problems in banking are such as grow-
ing costs associated with the growth of assets and their
maintenance costs, and the necessity to respond to new
regulations and comply with all the requirements stated
in them. In addition, the increase in costs is associated
with the need to expand the network of the company's
representative offices in connection with the forma-
tion of a global market for trust management services.
Of particular interest may be emerging markets, which
include the markets of South America, Africa, Asia and

BISBHECIHOOPM N2 9 2021

www.business-inform.net

the Middle East [2]. In addition, the transparency of com-
missions or other remuneration for managers remains a
topical issue. On the one hand, this interest is influenced
by investors and the formation of the global market, and
on the other hand, the pricing policy is acquiring regional
features even for global firms, thus helping companies to
meet the requirements of clients (especially large or in-
stitutional ones, such as pension funds, insurance funds,
endowments, government funds, etc.). These clients pri-
marily require a fairly wide investment portfolio and al-
ternative products with varying degrees of risk.

In addition, market globalization causes the neces-
sity to develop new development strategies; however,
significant differences in the development of markets or
their regional characteristics prompt the development
of management strategies for each investor, individu-
ally. A new feature of the market is the spread of innova-
tive technologies and social networks and platforms as
tools for market development or attracting consumers.
Accordingly, the costs of IT and targeted trust represen-
tation will grow. In general, investments in information
technologies are expected to exceed other investments.

urthermore, the structure of the client base of trust

management services is changing. Young clients,

just beginning to form their savings, are entering the
trust management market. However, such clients provide
different requirements for companies and have a suffi-
ciently high level of trust in social media, causing a reori-
entation of the market towards new tools. It is becoming
possible to form banking alliances with social media to
create a compelling proposition, such as combining banks
with social networks (e. g., Facebook or Twitter), which
could provide distribution services. Paypal may also be
included in such banking unions, since a wide range of
consumers trust large technology companies with a
worldwide and solid reputation. The development of this
area is already taking shape. For example, Alipay acquired
Tianhong Asset in 2013, and as a result, clients of the pay-
ment company could use trust services and expand their
investment portfolios. The enlargement of companies and
the formation of banking unions, in turn, can lead to cost
reduction of trust management services [1].

Separation of processing, maintenance and storage
of assets is another feature of the modern development
of the trust management market . In this case, the forma-
tion of such value chains is possible, which would include
providers, industry enterprises, utilities, etc.

A separate branch of storing statistical data, which
is created in the process of asset management, is also be-
ing formed. The formation of a global market, providing
customer service all over the world, causes the necessity
to develop a single Data Center that could serve the flows
of information and statistical data, which would simplify
customer service, but could lead to unfair competition
in the trust management market. In general, the division
between the global and regional markets is leveled.
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determining the place of trust services in the banking system

v v

state regulation system of the trust management services market

active development of markets in Asia, South America, the Middle East

growth of expenses for the maintenance of asset management portfolios

regulating or limiting the profitability of fiduciary services

regulation

determination of the level of risks in the market, risk management and government

v

expansion of the portfolio of assets and financial TM instruments

v

forecasting the development of the trust management market

v

legislative regulation of relations in the TM market

v

overall growth of assets under trust

v

state of cybersecurity

v

formation of related industries (storage and processing of data, Data centers)

development strategies

the formation of a global market for trust management, which requires new

—>| shaping global value chains

>

Key problems in the development of the TM market

global offshorization of the financial market

—>| active introduction of intermediaries and social media

—>| customer awareness of trust management services

—>| active digitalization of the trust management market

—>| changing pricing strategies in the TM market

—>| new players from other areas of economic activity entering the market

Fig. 1. Systematization of the development problems of the trust management market

Source: systematized by the author.

The formation of a single Data Center will help
managers implement investment capital management
both globally and regionally. In turn, this can automate
some processes and facilitate customer access and aware-
ness regarding the movement of money in accounts and
investment instruments. Such Data Centers can contain
information not only about traditional accounts, but
also accounts in cryptocurrency, digital keys, identity
cards, etc., collecting information from various sources
and consolidating it into a single record. However, lack
of banking secrecy can become a real problem, creating
the flip side of the formation of such Data Centers. In
addition, cybersecurity, protection of information about
the clients and their accounts can become an important
element in this case.

In turn, this will require managers to better inform
their clients as for the services provided, their rights and
obligations, opportunities to manage a fund or withdraw
assets from investment accounts, which can become a
problem for management in case of low financial literacy
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of the beneficiary. Accordingly, pricing of services will
require taking these circumstances into account, will be
associated with risks, and will require new services pro-
vided by managers [3].

n important issue in the formation of the trust

management services market is the legislative

regulation of its functioning. In modern society,
only individual regulations are formed, taking into ac-
count the specifics of not only the financial market, in gen-
eral, but trust management or asset storage services (cus-
todians), in particular. For example, in Europe, such tasks
are defined within the framework of the European Mar-
ket for Infrastructure Regulation (EMIR), Retail and In-
vestment Products (PRIP), Financial Directive (MiFID II
and III) [1].

Besides, legislation is being formed on trustees
and their functions as a special form of banking activity,
which includes the Directive on Managers of Alterna-
tive Investment Funds (AIFMD), Collective Investment
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Management (UCITS) V, VI and VII, EMIR, PRIPS, Mi-
FID Il and III, AIFMD and UCITS V, VI and VII, Shadow
Banking I and II, and in the United States legislation on
the issue includes the Dodd-Frank amendments to the
Investment Advisers Act [1]. In general, the legislation
is increasing the requirements for trustees or custodians
of assets, especially as for the formation of contracts for
the provision of services, product characteristics and risk
management. The reformatting of the market leads to
increased control and the formation of a separate sector
regulating new or relatively new services, and trust man-
agement services as well. It is expected that regulation
process will only intensify, which may cause the necessity
to increase the number of employees in order to ensure
that the laws and regulations be executed.

he global financial crisis, increased turbulence,

complication of the market structure, fight

against offshores — all this affects the develop-
ment of the trust management market, forming both
its general characteristics and the trust management
market, itself. Against the backdrop of a global finan-
cial crisis, confidence in banking services is weakening
(and no less services, provided under the management
of individual managers), and in Eastern Europe it is also
strengthened by relatively high lending rates, which re-
duce the availability of financial assets and their value.
On the one hand, this increases the managers’ attention
to traditional instruments, but on the other hand, there
is a gradual decrease in their profitability in view of new
investment instruments.

Lending (primary and refinancing), trading in the
secondary market, trading in debt obligations or securi-
ties are all added to the management tools. The devel-
opment of regulatory acts for Asian countries that are
developing dynamically is especially relevant. The devel-
opment of standard regulatory acts for various jurisdic-
tions is becoming an urgent problem for the market de-
velopment. It is also necessary to develop such regulatory
acts that would take into account the necessity to create
a Single Data Center.

In parallel with this, it is necessary to develop an
insurance market for this type of banking services, which
will increase the level of trust in banks, in general and in
trustees, in particular, as well as both individual and insti-
tutional investors. This is especially true for institutional
investors who report on their activities (for example,
pension funds are accountable to the state). The creation
of reinsurance is possible according to the European Sol-
vency II; however, it requires the development of similar
instruments in the countries of Asia and America [1].

In addition, fight against global offshorization, tax
evasion and the formation of a global tax as a separate in-
strument of the financial market serves as limitation for
the development of the trust management market. For
example, restrictions are introduced as part of the cam-
paign against erosion of the tax base and profits (BEPS),
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which encompass all financial assets, including those un-
der trust, thus requiring the development of regulation in
various jurisdictions to avoid double taxation (DDT). The
first examples of such regulation were developed back in
2013 in the Netherlands [1].

his gives companies an opportunity, first of all, to

increase the profitability of their activities, and,

accordingly, increase the benefits of trustees. In
fact, there is a consolidation of key jurisdictions in which
trustees operate using a global strategy. In accordance
with this, in 2010-2015. the provisions of FATCA (For-
eign Account Tax Compliance Act) were developed, un-
der which companies (including banks) were to provide
information on foreign accounts, the movement of assets
in these accounts, the possibility of using offshore zones
or reducing tax bases. It should be noted that today there
are two key FATCA models in operation, and within their
framework reporting and the formation of a global base
for the exchange of tax data are being implemented. How-
ever, nowadays problems exist with identifying customers
and beneficiaries, since as a result of AML (Anti-Money
Laundering) system and KYC (Know Your Customer or
Know Your Client), which require identification of coun-
terparties before carrying out financial transactions, the
structure of beneficiaries becomes more complicated.
Such norms exist for all financial institutions (banks, stock
exchanges, financial offices, investment funds, mutual
funds of various organizational structures) in order to un-
derstand the clientele and financial transactions, reduce
the risks of financial transactions, and form a transpar-
ent tax base [18]. At the present stage, recognition based
on biometric and voice identifiers is becoming KYC tools.
In addition, customer identification occurs as a result of
CDD (Customer Due Diligence), EDD (Enhanced Due
Diligence), KYCC (Know Your Customer’s Customer).

The main regulatory framework is developed with-
in the FATF (The Financial Action Task Force), which
deals with combating the laundering of assets and finan-
cial resources, while creating lists of transparent and oft-
shore jurisdictions. At the interstate level, such activities
are carried out within the framework of the activities of
the IMF.

The practice of implementing global regulatory
support as a whole is being adapted to the realities of
each individual country. For example, in Russia, these
requirements are implemented within the framework
of the Federal Law "On Counteracting the Legalization
(Laundering) of Criminally Obtained Incomes and the
Financing of Terrorism" (No 115-FZ) and the “Regula-
tion on the identification of customers, customer repre-
sentatives, beneficiaries and beneficial owners by credit
institutions in order to counteract the legalization (laun-
dering) of proceeds from crime and the financing of ter-
rorism” (N 499-P).

In the United States of America, the Patriot Act
(“The Act “On the Cohesion and Strengthening of Ame-
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rica by Providing the Appropriate Means Needed to Sup-
press and Determine Terrorism”) operates, under which
the state can exercise supervision over the financial as-
sets of its citizens.

The UK implements The Money Laundering Regu-
lations, according to which financial companies are ac-
countable to the Joint Money Laundering Steering Group
[18].

It should be noted that nowadays, the activities of
trustees are complicated by the emergence of cryptocur-
rencies as a tool in the trust management system, actual-
izing such issues as settlement of cryptocurrencies and
transactions with them.

n general, KYC and AML requirements are confirmed

at the stage of obtaining a license for financial activi-

ties or certain types of it. As part of this, AML Bitcoin
(Anti-Money Laundering Bitcoin) appears, which was
developed taking into account the requirements of finan-
cial legislation of both the FATF and the United States,
and also the NAC Foundation, whixh is a member of the
ABA (American Interbank Association). This currency is
completely open to banks or financial institutions, and
the owners of the currency are fully authenticated by bio-
metrics, which fact facilitates operations with currency
or assets by the trustee [18].

Information about the taxation database greatly
complicates the work of trustees; however, this require-
ment of modern legislation requires managers to provide
information on tax evasion at both the state and regional
levels. In addition, this legislation causes not only tax
evasion, but even assistance in tax evasion (which be-
comes a functional activity of the trustees themselves).
However, in the context of harmonization of individual
tax systems, determination of the tax residence of ben-
eficiaries and owners of assets or investors, differences in
the approaches to tax the income of investors or owners
of capital, certain financial transactions, capital gains in
each jurisdiction, the structure and, accordingly, taxation
in each jurisdiction complicate the activities of trustees
managers [1].

All this requires the formation of global legisla-
tion or a database that can be used to obtain information
about the owners of assets. However, on the other hand,
this can limit the rights of investors or beneficiaries of
capital and, besides, requires huge technical capability
from banks or foundations to ensure the availability of
such a body of data.

In general, in view of the increasing attractiveness
of trust management, it is worth noting that all these is-
sues need to be addressed, since there is a gradual redis-
tribution of assets from national platforms to regional
and global ones, which requires consolidation of jurisdic-
tions, transformation of commission and pricing models,
and increase in the number of passive investments and
ETF variability [4].
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CONCLUSIONS

The research conducted shows that most of the
problems connected with the development of the trust
management market at the present stage of development
of the global market, in general, and financial market, in
particular, are caused by key trends in the development
of markets and, accordingly, the emergence of new play-
ers, dictating new rules and introducing new practices.
This, in turn, requires identifying the key areas in solving
problems, or minimizing the negative consequences of
asymmetries in market development. u
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