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est represented 24 per cent of all existing open 
interest on expiration day.

141,667 EFPs and blocks were traded, repre-
senting more than $540 million in notional value.

30 per cent of January 2011 month-end open in-
terest was in OCX.NoDiv products. 

The OCX.NoDiv product suite was launched in 
October 2010 as an equity ýnance tool, which re-
moves dividend risk from the security futures.

Customer demand has driven the listing of more 
than 475 OCX.NoDiv products.

OCC volume up 22 per cent

Total OCC cleared contract volume in January 
reached 381,558,077, a 22 per cent increase 
from the January 2010 total of 313,538,874.

OCC cleared an average of 19,077,904 con-
tracts per day in January, up 16 per cent com-
pared to January 2010’s average daily volume of 
16,502,046.

Options: Exchange-listed options trading in the 
US for the month of January was up 21 per cent 

http://www.jpmorgan.com/securitieslending
http://www.dataexplorers.com
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Hedge funds record seventh consecutive month of positive returns

http://www.mxcs.co.uk
http://www.pirum.com
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Stock exchanges are back in the news with the 
announcement of a planned merger between 
the London Stock Exchange and Canadaôs TMX 
group. This comes soon after news of the merg-
er of the Singapore and Australian exchanges.

Short sellers have been active in this sector so 
it is worth analysing their current behavior. In 
summary, we see a general picture of reduced 
short selling. Is this because these ýrms have 
been rising with the tide in the ongoing equity 
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With billions of dollars worth of black gold bur-
ied under the desert sand, the oil rich countries 
of the Middle East have always had a huge ý-
nancial impact on the rest of the world. But until 
recently, most did not have the developed ýnan-
cial infrastructure that was seen in the West. 

This has all changed. Dubai was ýrst out of 
the blocks with plans to transform itself from a 
sleepy desert city with oil into a global power-
house, investing in trade, property, tourism and 
of course ýnance. Other members of the UAE 
followed, with Qatar, Oman and others racing 
to catch up.

The scale of the investments and the speed of 
the reforms have been mindblowing. Billions 
have been spent on ensuring the technical in-
frastructure is in place, while the authorities in 
each country making the most of existing best 
practices elsewhere in the world to create and 

environment in which to trade. Skyscrapers 
have sprung up to house the people and busi-
nesses working there, and a huge investment 
has been made in promoting the various juris-
dictions - Qatar’s winning bid for the 2022 foot-
ball World Cup is proof that virtually no goal is 
too great and nothing is impossible. 

But it hasn’t all been plain sailing. The region 
has suffered during the downturn, with Dubai 

particularly badly hit. And there are concerns in 
some quarters that the levels of transparency, 
as well of the legitimacy of some of the ýrms 
working in the space, are not yet up to stan-
dards seen elsewhere. There is no doubt, how-
ever, that the governments and associations are 
working hard to get it right. 

Qatar Exchange has announced that it is planning 
to introduce short selling, as well as bond and su-
kuk trading in the ýrst quarter of this year. The prac-
tice is currently banned, as is securities lending.

The exchange, which is part-owned by NYSE 
Euronext, also says it expect restrictions on 
foreign ownership in domestic companies to be 
raised from the current 25 per cent to 49 per cent. 
Derivatives trading may also be implemented.

Speaking in Beirut at the end of 2010, Saif Al-
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“We are looking at our weaknesses and are 
starting to address them one by oneò, in an 
attempt to achieve MSCI’s designation as an 
emerging market. It is currently classiýed a fron-
tier market.

Meanwhile, Abu Dhabi Exchange has asked the 
market regulator of the UAE for permission to 
introduce short selling in its markets, with the 
same ambitions as its neighbour.

An active market for short selling and securities 
lending represent two of the six criteria required 
by MSCI to gain emerging market rather than 
frontier market status.

The lack of short selling was highlighted by Data 
Explorers recently, which pointed to Dubai listed 
Emaar Properties, which had a tough time is-
suing some debt to raise money. The $500 mil-
lion of convertible bonds had incurred costs of 
an estimated $50 million over a ýve year period 
because of the high coupon (7.5 per cent) the 
company had to pay to investors since they 
could not hedge the convertible bond position 
by selling the equity short. This bond was effec-
tively priced like a corporate not a convertible, 
with the equity option given away for free. 

Other Dubai issued debt with similar yields and 
popular with institutional investors are various 
bonds from Dubai Electricity and Water Author-
ity. For example, the bond maturing in Oct 2020 
and paying a 7.375 per cent annual yield sees 
20 per cent of the issue value in lending pro-
grammes (if the issue value is $161 million). A 
small amount is on loan ($8 million).

ñSecurities lending is coming to the region, itôs 
just a matter of time,ò says one representative 
of a major global bank that has a major foot-
print in the region. “And as soon as it’s permit-
ted, I think youôll see the big majors get involved 
straight away while the local market builds an 
understanding of how it all works before they dip 
their toes in.ò

The ýrst lenders are expected to engage in syn-
thetic transactions rather than stock loans as 
happened in Asia. Over time the international 
investor community, encouraged if the Middle 
East secured emerging market status, will pro-
vide more supply via experienced global custo-
dians. Attractive fees will attract local lenders 
once the market is established.

Dubai Financial Market and the Qatar Exchange 
also plan to move to a delivery-versus-payment 
system this quarter as the bourses seek to boost 
their chances for inclusion in the MSCI Emerg-
ing Markets Index.

The move ñis a signiýcant development for the 
UAE markets and takes a crucial step forward in 
elevating the UAE markets to Emerging Markets 
status by the MSCI,ò the DFMôs chief executive 
ofýcer Essa Kazim said. ñThis will further pro-
mote our markets amongst a larger number of 
international investment funds.’’

MSCI cited a dual account structure as one of 

the reasons for frontier market status of the UAE 
and Qatar, and kept the countries under review 
for reclassiýcation. The index provider will reval-
ue its assessment by examining, among others, 
economic development, trading volumes and 
market accessibility.

Qatar Exchange has announced that HSBC 
Holdings, Standard Chartered and Qatar Na-
tional Bank will begin providing custody servic-
es from February in a step toward the delivery-
versus-payment mechanism.

However, much work needs to be done to bring 
the UAEôs securities exchanges up to a world-
class standard, according to analysts and mar-
ket operators.

“The markets here still have the potential to be-
come a regional hub for capital markets, bring-
ing listings from Iraq and north Africa,ò said Ju-
lien Faye, the head of ýnancial markets at Bain 
& Company in Dubai. ñBut for that to happen, 
regulators need to bring in stronger regulations, 
transparency, and make it cost-efýcient for inter-
national investors to trade here.ò

Axiom Telecom, the mobile phones retailer, is 
considering a listing on -�W�Qp� ��&�L�G�W�Qp�X�O�F�L�F�R�N�H�W�Qq
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 Client Servicing
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Asia securities lending panel debate
Itôs been the focus as a growing and vibrant market for years, and Asia has done better than most 
during the downturn. But what are the issues that remain?

Ben Wilkie, editor
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Richard Meek
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management, Asia Paciýc 

Anne M. Sylvester
J.P. Morgan
Head of regional technical sales and 
client management for ýnancing and 
markets products
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eSecLending
Senior vice president, Asia-Paciýc

Sunil Daswani
Northern Trust
International head of client relations for 
securities lending

Zubair Nizami
Northern Trust
Senior securities lending trader
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priority for both lenders and borrowers. Volumes 
have grown over the past few years as a result 
of relaxed regulations, allowing more lenders to 
enter the market, both offshore and onshore, 
which in turn has helped improve liquidity and 
facilitate various trading strategies. 

Signiýcant growth potential exists in Malaysia in 
the short to medium term, as well as in India and 
Indonesia in the long term. 

Cheng: In 2011 the biggest growth in Asia will 
come from increased corporate activities such 
as IPOs; we expect Hong Kong and Singapore 
to have an edge over other markets. From a 
percentage growth perspective, new markets 
such as Taiwan should also record good growth 
in 2011 as more participants enter into the mar-
ket. We are closely keeping our eyes on devel-
opments across India and China – with the sig-
niýcant amount of investment þows into these 
markets, these markets as they evolve could 
present signiýcant lending opportunities. Addi-
tionally, we continue to see a strong þow of new 
investors lending securities for the ýrst time and 
this has fueled much of our growth in the region 
over the last several years.

Awad: Both the increased focus on Asia by 
hedge funds and a general growth in asset val-
ues means returns will continue to gradually in-
crease in Asia. While Asia is expected to see the 
most growth, the US and Europe will remain the 
highest in absolute terms. 

Coxon: Hong Kong has seen steady growth 
and this market remains one to watch given that 
it now rivals Japan in terms of overall volume. 
We have high hopes for Korea going forward 
and we believe that further regulatory develop-
ments in Taiwan will certainly help to release 
more supply into that market too.

It is clear that the general interest around the 
economic powerhouses that are India and China 
have fuelled overall interest in Asia and as the 
global economic balance of power shifts there is 
no reason to see this trend reverse in the near 
term and the growth in Asian equity lending and 
ETF issuance and lending is likely to continue.

SLT: The US and Europe are going 
through huge regulatory upheav-
als, but we’re not seeing the same 
levels of change in Asia. What are 
your views on this?
Coxon: Hong Kong is a prime example of a mar-
ket that thought long and hard about the regula-
tory regime it wanted to oversee short selling 
and lending and borrowing. It is now clear that 
it achieved a good balance between the need 
for robust reporting without overtly dampens the 
ability to trade by onerous disclosure require-
ments or cumbersome on-shore lending ar-
rangements through depositories or CSDs. The 

results are clear to see in terms of the growth in 
the Hong Kong market combined with minimal 
post-2008 adjustments to the regulatory regime. 
Compare and contrast this with what has hap-
pened in Australia and the European markets 
and the USA where an interminable debate 
rages with no logical, useful outcome in sight. 
This has been detrimental to market evolution 
and recovery.

I’m concerned that many of the new regulations 
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markets, with the exception of Australia, were 
sensitive to the impact of short selling and un-
like Europe already had robust and workable 
regulations in place. As mentioned above, Hong 
Kong is a good example of a market that did not 
introduce knee jerk regulations.
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Born leaders choose EquiLend.

Sandie O’Connor
Global Head, Securities Lending and Execution Products*

JPMorgan

The ever-changing landscape of 
global securities finance calls for 
greater standardization and 
increased efficiencies.  EquiLend 

http://www.equilend.com
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As investors seemingly stumble over them-
selves to ensure that they are adequately rep-
resented in the biggest potential market in the 
world, it appears that the ócaveat emptorô ap-
proach is often ignored. 

While it has become clear that asking questions 
and undertaking due diligence are imperative 
when buying and selling Chinese stocks, it is dif-
ýcult to get good information about many small-
cap Chinese companies. In addition, the nature 
of reverse takeovers pose added risks to inves-
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the stock. One of the fund’s allegations was that 
some of RINOôs customers were fake. The al-
legations were eventually proven true when the 
CEO of RINO admitted that two of its customers 
did not exist. In addition, the CEO admitted that 
RINOôs ýnancial statements going back to 2008 
contained signiýcant material errors. 

Likewise, China Education Alliance (NYSE: 
CEU) fell sharply after a hedge fund released 
a negative report. The hedge fund, Kerrisdale 
Capital, hired a private investigator to visit CEUôs 
ofýces and training centers in China and deter-
mined that CEU’s business was not legitimate. 
In addition to empty classrooms, the hedge fund 
demonstrated how it was impossible for poten-
tial customers to purchase educational materi-
als on CEU’s websites. 

On the other hand, some companies ýght back. 
When Muddy Waters issued another series of 
reports claiming that Orient Paper (AMEX: ONP) 
was engaged in fraudulent activity, ONP issued 
follow-up reports from auditors claiming that 
it had not overstated revenue. ONP was also 
helped by some US shareholders who were in-
volved in defending the company against Mud-
dy Watersô allegations. One investor, Rick Pear-
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PASLA/RMA Conference on Asian Securities 
Lending 
Date: 1-3 March 2011
Location: Singapore
Website: www.rmahq.org

This annual event combines the resources of both the Pan Asia Securities Lending Association (PASLA) located in Hong Kong and The Risk Man-
agement Association (RMA) located in the US 

London Securities Financing Forum
Date: 16 March 2011
Location: London
Website: www.dataexplorers.com

If you are serious about securities ýnancing in Europe, and around the globe, the Securities Financing Forum is the one event that you really must 
attend. Senior delegates from the industry will be in attendance for a series of panel discussions and high-level networking.

APAC Collateral Management Forum
Date: 23-24 March 2011
Location: Singapore
Website: www.þeminggulf.com

Fleming Gulfôs APAC Collateral Management Forum, Singapore to be held on 23-24 March 2011 in cooperation with collateral management experts, 
aims to provide comprehensive insights on how to achieve a well managed collateral program in an increasingly complex and volatile market.

Network Management 2011
Date: 15-16 June 2011
Location: TBC
Website: www.icbi-events.com/nema/

Over 300 delegates will be attending the 11th network management conference at a venue to be announced.

New York Securities Financing Forum
Date: 26 May 2011
Location: New York
Website: www.dataexplorers.com

If you are serious about securities ýnancing in Europe, and around the globe, the Securities Financing Forum is the one event that you really must 
attend. Senior delegates from the industry will be in attendance for a series of panel discussions and high-level networking.

SLTSECURITIESLENDINGTIMES

Everyone’s getting 
their copy
Don’t miss out.
Subscribe now
www.securitieslendingtimes.com

http://www.securitieslendingtimes.com/subscribe/subscribe.html


Clearing the path to your future...

Agent Lenders/Bene�cial Owners
Improved risk-adjusted securities 
lending returns, direct participation 
in a securities lending marketplace 
operated by a regulated entity, and 
increased, auditable transparency

Clearing Members
Leading edge product offering, 
operating and trading ef�ciencies, 
and improved capital, margin and 
counterparty risk treatment

Hedge Funds/Asset Managers
Direct access to a centralized electronic 
lending and borrowing market, 
improved information and transaction 
transparency, and the opportunity for 
increased operational and trading alpha

AQS operates the world's largest CCP-based securities lending market and 
offers automated trading in over 5,000 underlying equity, ETF, index, and ADR products.

To join the community: Visit tradeaqs.com or contact

212-905-2673 alazar@quadriserv.comAndrew Lazar

212-370-5647 tkeenan@quadriserv.comTimothy Keenan

212-370-5648 econnelly@quadriserv.comEdwin Connelly

One step at a time. 

http://www.tradeaqs.com
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The state-of-the-art IT solution for:

· Securities Lending
· Repo
· Synthetic Finance
· OTC Derivatives Collateral Management

Finace is currently the only fully integrated solution which supports  the future business models within the 
area of Securities Finance and Collateral Management. The architecture of Finace is based on a stable, 
leading edge technology platform which was developed with performance and robustness as the focus of 
design. With flexibility at its core, customer-driven extensions and modifications can be quickly and easily 
applied to the standard component set.

COMIT AG, Pflanzschulstrasse 7, CH–8004 Zürich, Phone +41 (0)44 298 92 00 
info@comit.ch, www.finacesolution.com

ready for your future needs

PeopleMoves

Gerard Losurdo

http://www.comit.ch/web/en/index.php
http://www.finsettleconnect.co.za/
http://www.standardbank.co.za


The state-of-the-art IT solution for:

· Securities Lending
· Repo
· Synthetic Finance
· OTC Derivatives Collateral Management

Finace is currently the only fully integrated solution which supports  the future business models within the 
area of Securities Finance and Collateral Management. The architecture of Finace is based on a stable, 
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