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sion centred around regulation, the potential ï or lack 
thereof ï of CCPs and where the market is moving. 

This led smoothly into the ýnal session of the morning, 
which focused on the regulatory issues those in the 
industry are having to deal with. While tax harmonisa-
tion across Europe is being broadly welcomed ï if with 
a few reservations about the implementation ï there is 
more concern about the incoming regulation. 

The afternoon started with the ongoing debate over 
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options available for measuring the performance of the 
business. Once again, the session was well attended, 
and at its end, the delegates were ready for a well-
earned glass of wine...

LONDON 26.09.2011

IMNôs 16th annual European Beneýcial Ownersô Secu-
rities Lending Conference in London saw a bigger and 
better turnout than in previous years, with the ýrst day 
providing plenty of material for debate and discussion.

Following a closed door beneýcial owner breakfast, 
the conference proper kicked off with a presentation 
from SunGardôs Timothy DôArcy, who provided an in-
depth overview of the state of the current market. 

It was apt, s specials revenue, while specials themselves are In the US, markets are seeing signiýcant growth in -
ment, it is still signiýcantly down on levels seen 

before the crisis, said DôArcy. 

The morning session continued with a macro eco-
nomic look at the European market, as described by 
Data Explorersô David Carruthers, who highlighted 
how the trends we’re seeing in the overall markets 
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x-clearôs case, the Swiss regulator currently de-
mands stress testing in adverse scenarios, such 
as the default of a CCPôs two biggest clients.

However, he acknowledges that more options 
might be needed in order to bring agent lend-
ers onside.

http://www.anetics.com
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Oscar Huettner, global product manager for 
BondLend, commented, ñClearstream has always 
been a tremendous source of liquidity for the Eu-
ropean securities ýnance market. BondLendôs 
AutoBorrow service will allow them to continue to 
expand automation and build stronger relation-
ships with their client base. We are very excited 
to have them join our platform.ò

Jean-Robert Wilkin, executive director and head 
of product management for Global Securities 
Financing, states, ñJoining BondLend concurs 
to our objective for further standardisation and 
straight-through-processing in our securities 
lending pool distribution. It aims at optimising 
revenue for our lenders, giving an easier access 
to liquidity for borrowers and surely reducing op-
erational risk in securities loan processing. This 
is a step taken in preparation for the launch of 
our Equity Lending service in early 2012 and for 
which we will also link to EquiLend.ò

Securities lending returns cover 
fund costs - Finadium
Securities lending income can be a signiýcant offset 
to fund expenses, according to Finadiumôs fourth 

http://www.mxcs.co.uk
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Empaxis. ñWith outsourcing back ofýce opera-
tions becoming such a vital resource for the in-
vestment advisory industry, developing this rela-
tionship with Conifer, who is currently launching 
one of the industryôs most exciting Cloud-based 
outsourcing platforms, will play a pivotal role in 
driving growth for both of our companies.ò

ISITC updates tri-party 
repo guidelines

In response to guidelines issued by the New 
York Fed, the International Securities Asso-
ciation for Institutional Trade Communication 
(ISITC) released an updated Market Practice for 
tri-party reverse repurchase agreement settle-
ment and conýrmation.

ñPart of our mission at ISITC is to respond to 
industry regulation and develop best practices 
for all market constituents,ò said Erica Choin-
ski, executive sponsor of the ISITC Settlements 
Working Group.

The reforms, some of which were implement-
ed by August this year, introduce and strongly 
recommend the netting of tri-party reverse 
repo trades to reduce the number of intraday 
cash wires.
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Slow  and  steady are the two words 
that Reeve Serman, head of securities lending 
trading and market execution at RBC Dexia, 
uses to describe the Canadian securities lend-
ing market.

The Bank of Canadaôs prudent ýscal policies 
and the country’s comparatively functional ma-
jority conservative government has sparked in-
vestor conýdence  resulting  in  strong  demand 
for the countryôs debt, and high levels of interest 
in the equity markets have held up ñremarkably 
wellò, says Serman.

ñThere is huge  global  demand for  purchas-
ing high quality government debt right now from 
the investment communityò says Serman, add-
ing that this same intensifying demand is be-
ing  translated into multiple opportunities across 
RBC Dexiaôs global lending desks for high qual-
ity Canadian and European government debt. 

And while a myriad of inconsistent and unpre-
dictable short selling regulations across the 

world are adding an administrative burden 
to stock lending and dampening the  demand 
side  of the non-Canadian equity book, Cana-
dian equity balances have, in contrast,  held 
strong he notes. 

The  global  custodian bank has four trading 
desks covering North America, Europe, Spain 
and Asia-Paciýc and is active in 28 markets. The 
securities lending  trading arm headed by Ser-
man has a globally diversiýed book of business, 
with high concentrations in North America and 
Europe and a signiýcant contribution from the 
Far East.

August was a particularly volatile month from a 
risk perspective as both the eurozone debt cri-
sis and US political dysfunction in addressing its 
debt burdens rattled markets causing a global 
sell-off in equities and, simultaneously, þight-to-
safety investing.

ñIn Canada, from a risk perspective, we are not 
overly concerned as  the major securities lend-

ing participants are the major banks, which are 
some of the best banks globally with solid bal-
ance sheets. That brings an element of com-
fort  from a credit risk perspective  and allows 
us to trade up with high balances with less con-
cerns  from  risk departments, lenders and bor-
rowers,ò Serman says.

Though there has been a rebound  since the 
summer, there are still signiýcant market jit-
ters and all eyes have turned to eurozone 
developments in Greece  and to a lesser ex-
tent  in  Spain  and Italy, while increasing con-
cerns around French Banks’ exposure to these 
countries is mounting.

ñThe eurozone does not seem to have an 
aligned vision, there are divergent views on how 
to ýx [the sovereign debt crisis] and no real con-
sensus. Italy seems to have a vision of raising 
taxes, and France is facing an election next year, 
the expectation on Germany to carry the euro-
zone is not sustainable and everyone is looking 
to the US for an economic rebound, there is an 

Canada

ANNA REITMAN REPORTS
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low interest rates and a þat yield curve are also 
making cash reinvestment more challenging. 

One of the areas gaining traction is the use of 
equity collateral in the post-credit crisis land-
scape. Though non-cash collateral tends to be 
predominantly government sovereign debt ï ac-
counting for some 90 per cent ï participants are 
showing increased interest in broadening what 
is acceptable as collateral in securities lending 
transactions.  

More than three-quarters of Canadian agent 
lending is done versus non-cash collateral - that 
has dropped off somewhat from just over a de-
cade ago, when the ýgure was above 90 per 
cent. At the same time, barriers to using non-
cash collateral are relatively small if a security is 
deemed qualiýed under Canadaôs Income Tax 
Act, Ferguson says. 

Mutual funds, a relatively new player in Cana-
dian securities lending, are prohibited from ac-
cepting equity collateral. 

ñThese rules do disadvantage mutual funds, 
putting them on unequal footing with pension 
funds, for example,ò Ferguson says. 

He is supportive of the efforts to broaden collat-
eral being undertaken by CASLA and its presi-
dent Rob Chiuch. 

ñA smaller part of broadening collateral is about 
improving a clientôs risk proýle. We would never 
tell a client to take 100 per cent equity collateral, 
but we would say a small percentage of equities 
would improve your risk proýle. If regulations 
were amended to broaden collateral acceptabil-
ity, mutual funds might then be able to accept 
equity collateral, which in turn could mean new 
revenue opportunities,ò Ferguson says.

But in the here and now in the securities lend-
ing industry, despite challenges, the uncertainty 
cloud hanging over markets does have a silver 
lining; uncertainty often lends itself to some se-
curities lending optimism.

Ferguson points to solar energy company 
stocks as an example, where a combination of 
short-term downward price pressure, but good 
longer term prospects is creating revenue op-
portunities for both borrowers and lenders.  

sired returns, but this is also an area without a 
clear set of rules.

ñCanadian rules lack a cohesive scheme, dif-
ferent bits and pieces of [the Income Tax Act] 
need to be tied together. This is not a bad thing 
as some of those rules are intended to prevent 
tax avoidance but where other jurisdictions 
have comprehensive securities lending mяM
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The ýnancial media is currently awash with the 
news that instead of periods of high volatility 
constituting exceptional market conditions; high 
volatility is becoming the new normal. Thus, 
rather than organisations applying extra atten-
tion and oversight to risk management in the 
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Securities Lending
Customized Solutions for Superior Returns
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Indemnification against borrower default supported by 
stable global bank with $2.1 trillion balance sheet.

One-stop access to comprehensive financing and 
outsourcing solutions with integrated securities lending 
and full front-, middle- and back-office support.
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position as much as it can be correctly calcu-

lated on a valid trading position. 

In a volatile environment the importance of 

�W�L�P�H�O�\���L�G�H�Q�W�L�¿�F�D�W�L�R�Q���D�Q�G���U�H�S�R�U�W�L�Q�J���R�I���R�S�H�U�D�W�L�R�Q�D�O��

exceptions may mean the difference between 

business survival and ruin.�)�L�J�K�W�L�Q�J���Y�R�O�D�W�L�O�L�W�\���±���K�H�D�G���R�Q��While exceptional events such as fraudulent 

�D�Q�G���X�Q�D�X�W�K�R�U�L�V�H�G���W�U�D�G�L�Q�J�����P�D�\���E�H���J�H�Q�H�U�D�W�L�Q�J��

negative sentiment for some institutions at pres-

�H�Q�W�����W�K�H�V�H���V�\�V�W�H�P���I�D�L�O�X�U�H�V���S�U�R�Y�L�G�H���D���X�V�H�I�X�O���U�H�I�H�U-

ence point for highlighting where risk manage

-

�P�H�Q�W���Q�H�H�G�V���L�P�S�U�R�Y�H�P�H�Q�W�����7�K�H���W�R�R�O�V�����V�\�V�W�H�P�V��

and measures used to identify and report on 

these events are the very structural elements 

we should be incorporating to responsibly man-

age risk in trading operations. � , � Q � � � U � D � Z � � � W � H � U � P � V � � � � � Z � K � D � W � H � Y � H � U � � � \ � R � X � ¶ � U � H � � � P � D � Q � X � D � O � O � \ � �

a n a l y s i n g  a f t e r  t h e  f a c t  -  y o u  s h o u l d  b e  d o -

�L�Q�J���L�Q���U�H�D�O���W�L�P�H�����F�R�Q�V�L�V�W�H�Q�W�O�\���D�Q�G���U�H�S�H�D�W�H�G�O�\��

as part of normal trading operations and 

r i s k  m a n a g e m e n t . T o  u n d e r s t a n d  w h a t  i t  w o u l d  t a k e  t o  s y s t e m a t i -c a l l y  i d e n t i f y  a n d  m a n a g e  t h e s e  e x p o s u r e s  i n  

�U�H�D�O���W�L�P�H�����Z�H���¿�U�V�W���O�R�R�N���D�W���W�K�H���V�W�H�S�V���X�Q�G�H�U�W�D�N�H�Q��

d u r i n g  a  f o r e n s i c  a n a l y s i s  o f  t r a d i n g  o p e r a -

�W�L�R�Q�V���D�I�W�H�U���D���V�L�J�Q�L�¿�F�D�Q�W���I�U�D�X�G���R�U���X�Q�D�X�W�K�R�U�L�V�H�G��

t r a d i n g  e v e n t :

�H�Y�H�U�\���W�U�D�G�H�����L�Q���T�X�H�V�W�L�R�Q�����L�V���F�R�Q�¿�U�P�H�G���Z�L�W�K��

�‡	

each respective counterparty

�F�D�V�K���À�R�Z�V���D�Q�G���L�Q�W�H�U�Q�D�O���I�X�Q�G�L�Q�J���L�V���U�H�F�R�Q-

�‡	

ciled against deals

�W�U�D�G�H���P�R�G�L�¿�F�D�W�L�R�Q�V���S�R�V�W���E�R�R�N�L�Q�J�����H�V�S�H-

�‡	

�F�L�D�O�O�\���E�\���I�U�R�Q�W���R�I�¿�F�H�����D�U�H���V�F�U�X�W�L�Q�L�V�H�G

every position feeding into market risk 

� ‡ 	

i s  r e - m a r k e d

�H�Y�H�U�\���W�U�D�G�H���L�V���Y�H�U�L�¿�H�G���D�V���D�F�W�X�D�O�O�\���I�H�H�G�L�Q�J��

�‡	

into the market risk calculation� W � U � H � Q � G � � � F � R � U � U � H � O � D � W � L � R � Q � V � � � R � I � � � 3 � 	 � / � � � � � 9 � $ � 5 � � � D � Q � G � � � I � X � Q � G -

� ‡ 	

i n g  r e q u i r e m e n t s .

�Y�D�U�L�D�E�O�H�V���F�D�Q���K�L�J�K�O�L�J�K�W���W�U�D�G�H���U�H�F�R�U�G�L�Q�J���H�U�U�R�U�V����

either accidental or fraudulent - many organi

-

sations measure these values independently 

�D�F�U�R�V�V���W�K�H���¿�Q�D�Q�F�H�����W�U�H�D�V�X�U�\���D�Q�G���U�L�V�N���I�X�Q�F�W�L�R�Q�V��

http://www.jpmorgan.com/securitieslending


http://www.theocc.com
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JohnTabacco

www.securitieslendingtimes.com

John Tabacco is a big personality representing 
the ñlittle guyò. All American Technologies (aka 
Locatestock.com), founded by Tabacco, is one of 
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The marketplace  
for centrally cleared  

securities � nance

Think E�  ciency
Think Liquidity
Think SecFinex

SecFinex is the leading European electronic trading platform  
pioneering innovation in securities lending  

with solutions towards liquidity and capital e�  ciency.

For more information email: sales@sec� nex.com

Sec� nex limited is authorised and regulated by the � nancial services authority

http://www.secfinex.com


28

DataAnalysis

The marketplace  
for centrally cleared  

securities � nance

http://www.secfinex.com


http://www.pirum.com


http://www.pirum.com
http://www.finsettleconnect.co.za/
http://www.standardbank.co.za


If you think Treasury isn’t sexy,
look at these numbers.

HazelTree Treasury Suite: Selected Hedge Fund Profiles

Fund Size $500m $1b $1.5b $3b $6b

Long Exposure 90% 100% 100% 95% 110%

Short Exposure 80% 75% 110% 100% 85%

Avg. Credit Cash Balance 15% 10% 10% 10% 5%

Avg. Debit Cash Balance 10% 5% 15% 15% 12%

% Longs Hard to Borrow 10% 5% 7% 7% 5%

% Shorts Hard to Borrow 30% 30% 25% 20% 15%

Typical Treasury Impact on a Fund

Cash Management $125,000 $125,000 $375,000 $750,000 $750,000

Stock Loan Management $900,000 $1,000,000 $2,100,000 $3,990,000 $19,800,000

Stock Borrow Management $1,180,000 $2,212,500 $4,331,250 $6,900,000 $8,415,000

Total Performance Increase $2,205,000 $3,337,500 $6,806,250 $11,640,000 $28,965,000

Impact in Basis Points 44.10 33.38 45.38 38.80 48.28 

Copyright ©
 2011 H

azelTree Fund Services, LLC. A
ll Rights Reserved.

www.hazeltree.com Stephen Casner, CEO 646.837.9450

If you’re a hedge fund executive, chances are you 
haven’t spent much time staring with admiring 
glances at the treasury function. Our software 
service is about to change that.  Treasury Suite is 
a unique solution designed to release the value 
trapped in your fund. It consolidates 
data from your transactions and 

positions across all counterparties and gives you 
the tools to squeeze every fraction of a cent out 
of cash management, securities financing, and 
reconciliation. As you can see from the figures 
above, in today’s world of multiple primes, flexible 

leverage, and intraday trading the 
results can be pretty stunning.   
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