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The International Securities Lending Association (ISLA), in partnership
with the Fintech Open Source Foundation (FINOS), has launched

version 5.0 of the Common Domain Model (CDM).

Released in November, the update — also created in partnership with
the International Capital Market Association (ICMA) and the International
Swaps and Derivatives Association (ISDA) — will be hosted on FINOS

and feature technical, product and event improvements.

A number of technical changes have been issued since the release of
version 4.0, related to bug fixes, dependencies and synonym mappings.

The newest version allows master agreements to be modelled using a
generic structure, allowing clauses, variants and additional criteria to be

represented in a CDM object.

In addition, lenders can distribute lists of their available securities in a
standardised format, according to ISLA. This update is designed to help

support a general broadcast of a lender’s availability to the market, or

ISLA launches version 5.0 of the Common Domain Model

LY

specific quantities targeted at individual counterparties or agents.

The CDM aims to unify a series of actions, lifecycle events and product

definitions through the development of a single code.

CDM 5.0, a production release, is the culmination of development releases

since the CDM was made an open-source project at FINOS in February.

FINOS’ project offers an opportunity for members from ISLA, ICMA,
ISDA and the broader financial services community to collaborate and
drive industry standards forward.

Jane Gavronsky, chief operating officer at FINOS, says: "The ongoing
consistency in releases provides compelling evidence of the CDM's
progress and its establishment of a steady cadence as an Open
Standard project within FINOS.

“We are excited and proud to guide the seamless integration of the CDM

community of contributors into the larger open-source FINOS community."

www.securitiesfinancetimes.com
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in the securities finance industry over the past 12 months
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Paul Voce, former head of repo trading and global securities finance
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Repo facility agreed at COP28 to incentivise investments in Africa

The Abu Dhabi Investment Authority (ADIA)
has agreed a US$100 million repo transaction
with the Liquidity and Sustainability Facility
(LSF) and the African Export-Import Bank
(Afreximbank), within BNY Mellon’s
Triparty Facility.

The transaction aims to increase the
liquidity of African Sovereign Eurobonds and
incentivise sustainable development goal

(SDG)-related investments in Africa.

An initial US$50 million transaction related to
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a basket of seven African countries under the

facility has been closed.

The LSF seeks to bring a well-developed repo
market to the African continent, enhancing the
liquidity of a diversified basket of Sovereign
Eurobonds across 18 issuers.

Formed in 2021, the LSF aims to address
the gap in market participation for financing
Africa’s international sovereign debt, with a
focus on green and SDG-linked issuance in
maturities of up to 25 years.

Dhaen Al Hameli, executive director of the
Core Portfolio Department at ADIA, says: “We
believe that this new facility will contribute to
lowering funding costs across the region, and
encourage our peers to support the African
bond market.”

Vera Songwe, founder and chairwoman of
the LSF, comments: “Reducing the cost of
funding is the only way Africa can accelerate
its growth and fight climate change; this
transaction is a step in that direction.”

Brian Ruane, CEO of Clearance and Collateral
Management at BNY Mellon, adds: “This trade
moves closer to the goal of creating a well-
functioning repo market and the potential to
help to improve African economic prosperity.

“Robust market infrastructure solutions result
in financial markets becoming more resilient,
scalable and less exposed to systemic risks,
which contributes to realising new solutions
that work beyond business and for society as

a whole.”

The LSF is supported by USAID and Prosper
Africa and was designed with the support of
the United Nations Economic Commission
for Africa.

Get in touch with the team to

find out how we can help you!
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GLMX eclipses US$2.0 trillion in
daily system balances

GLMX Technologies has announced surges
in records, eclipsing US$2.0 trillion in daily
system balances.

GLMX also recorded an average daily volume
of US$634 billion in November.

The global platform provides technology
solutions for trading money market
instruments, with more than 110 financial
market participants using GLMX technology

to execute securities financing transactions.

Glenn Havlicek, CEO and co-founder of
GLMX, says: “Today’s announcement follows
less than five months after we reached
US$1.5 trillion in balances, and puts 2023 on
track to be the fifth consecutive year in which
we will have seen compound balance growth

of more than 100 per cent.”

Sal Giglio, chief operating officer at GLMX, adds:
“GLMX has moved from startup to a top provider

in securities financing transaction execution.

“Our base in the repo space has given

us significant momentum and we see

accelerating adoption of our technology in
other market segments including securities
lending, time deposits and total return swaps.”

The announcement follows GLMX’s success
at the Securities Finance Times Industry
Excellence Awards in July 2023, where it was

awarded Trading System of the Year.

Andy Wiblin, chief product officer at GLMX,
credits the year of milestones to “the trust our
ever-growing client base places in us to help

get their business done”.
ECMS postponed until November 2024

The European Central Bank (ECB) has
postponed the launch of the Eurosystem
Collateral Management System (ECMS) by
seven months until 18 November 2024.

The decision follows an assessment
completed by the ECB’s Market Infrastructure
Board which found that users need additional
time to complete testing of the ECMS

functionalities in a stable environment.

According to the Bank, the extra time will
ensure greater system stability and user
readiness, as well as facilitate a smooth

migration to the new platform.

It is not the first time the ECB has postponed the
launch of the ECMS, with the Bank previously
pushing the date back almost six months from
20 November 2023 to 8 April 2024.

The Eurosystem will continue to support

users throughout the testing execution phase
to ensure that sufficient progress is made and
that all milestones are reached in time for the

new launch date.

The ECMS is a unified system for managing
assets used as collateral in Eurosystem
credit operations. It will replace the existing
individual systems belonging to the national

central banks of the euro area countries.

The system aims to provide “considerable
benefits” to the Eurosystem, its counterparties
and the wider market by harmonising
collateral management practices and

contributing to further EU financial integration.

Palm Beach Hedge Fund Association
partners with Clear Street

The Palm Beach Hedge Fund Association
(PBHFA) has partnered with New York-based
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independent prime broker Clear Street.

As part of the collaboration, Clear Street
will open a new office in West Palm Beach,
which will be home to senior leaders of the
company’s investment banking team.

Florida-based PBHFA is an organisation
for investors and financial professionals,
connecting investors and capital allocators
with opportunity and providing deal-
making support.

The partnership will offer a broad suite of
financial solutions, paired with Clear Street’s

sales, trading and prime brokerage platform.

David Goodboy, founder of the PBHFA, says:
“Clear Street is building a technology-focused
investment banking business that provides
innovative financial services to emerging

growth companies and institutions.”

Nicholas Hemmerly, co-head of investment
banking at Clear Street, adds: “Clear Street
is one of the fastest-growing fintechs in
North America, and we see an opportunity to
expand our footprint in West Palm Beach as

our practice grows.”

Tradeweb reports 35.2% increase
YoY in repo ADV for November

Repo average daily volume (ADV) traded
on the Tradeweb platform climbed 35.2
per cent year-on-year to US$534.7 billion

for November.

The global operator of electronic
marketplaces for rates, credit, equities and
money markets indicates a shift in demand
from the Federal Reserve’s reverse repo
facility to money markets in the face of

current US market conditions.
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US government bond ADV was up 19.5 per
cent YoY to US$163.7 billion, with European
government bond ADV rising 30.5 per cent
YoY to US$44.8 billion.

Tradeweb highlights that US government

bond volumes were supported by growth

across all client sectors, increased adoption
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Eurex Repo average daily volume
rises 65% YoY for November

Trading volumes on Eurex Repo have
increased by 65 per cent YoY to €402.4
billion for November.

This year-on-year growth was driven by a 160
per cent YoY increase in GC Pooling average
daily term-adjusted volume to €179.9 billion
and 27 per cent YoY growth in special repo
average daily volume to €222.5 billion.

However, these repo volume numbers are
down month-to-month across the Eurex
platform, with aggregate average daily

term-adjusted volume contracting almost

12.3 per cent since October. GC Pooling
volume is down over 15 per cent month-
on-month, but special repo daily term-
adjusted volume has risen just over 1 per

cent since October.

For OTC derivatives clearing, notional
outstanding volumes have risen 16 per cent
YoY to €31,663 billion.

This growth has been driven by 8 per cent YoY
expansion in notional outstanding for interest-
rate swaps to €13,873 billion for November, of
which overnight index swap clearing volumes
have risen 20 per cent YoY to €3,021 billion.

Average daily cleared volumes through Eurex

Clearing have contracted 6 per cent YoY for
November to €160 billion.

FSB publishes toolkit to enhance
risk management and oversight

The Financial Stability Board (FSB) has
published a toolkit allowing financial
authorities and institutions to enhance third-

party risk management and oversight.

The toolkit has been developed by the
FSB’s Standing Committee on Supervisory
and Regulatory Cooperation on the

basis of feedback to the ‘Regulatory and
Supervisory Issues Relating to Outsourcing

and Third-Party Relationships’ discussion
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paper, published in November 2020, and a
public consultation held over the summer.

Designed for financial authorities, the toolkit
focuses on the oversight of financial institutions’
reliance on critical service providers. With the
goal of reducing fragmentation in regulatory
and supervisory approaches to third-party risk
management across jurisdictions and different
areas of the financial services sector, it also
includes common terms and definitions on third-

party risk management.

The toolkit focuses on financial institutions’
third-party risk management in light of
changing industry practices and recent

regulatory and supervisory approaches

to operational resilience, and facilitates

coordination among relevant stakeholders.

Financial institutions’ ability to manage third-
party risks and financial authorities’ ability to
monitor will be strengthened thanks to the
toolkit, FSB says, as will the resilience of the
financial system as a whole and strengthen
the resilience of the financial system.

Marex acquires Cowen’s prime
brokerage and trading business

Marex, the global financial services platform,
has acquired Cowen’s prime brokerage
and trading business, extending its global

capabilities and client base.
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The transaction brings a team of around
160 people from Cowen from eight offices
worldwide, as well as all clearing counterparties,

trading and reporting technologies.

As part of Marex Capital Markets, Cowen will
continue to be led by Jack Seibald and Mike
Rosen, who have run the business since its
inception in the mid-1990s.

Alongside their role as global co-heads,
Seibald and Rosen have been appointed to

Marex’s management executive committee.

Formed in 2022, Marex Capital Markets offers
services in equities, fixed income, FX, rates

and financing.
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CIBC Mellon selected by Mackenzie

Mackenzie Investments, an IGM Financial
company, has selected CIBC Mellon for

enhanced asset management services.

Global middle-office solution OnCore will be
integrated into Mackenzie’s existing business
applications, enabling enterprise growth. The

service will be administered by BNY Mellon.

Mackenzie’s global investment management
team will benefit from a range of middle
office functions, increased scalability and
improved functionality.

Through the partnership, Mackenzie will also
gain access to BNY Mellon’s Eagle Data
Management platform, Data Vault and Data
Managed Services products, which offer data
and analytical reporting.

Mal Cullen, CEO of CIBC Mellon, comments:
“I look forward to the strategic benefits and
innovative opportunities made possible by
this expanded collaboration. Our shared
commitment to excellence, client-centricity,
and technological advancement positions
Mackenzie for continued success in the ever
evolving financial landscape.”

Luke Gould, president and CEO of Mackenzie
Investments, says: “We are delighted to be
working with CIBC Mellon to enhance our
investment management operations, enabling
us to continue to deliver strong outcomes for

our clients.

“By adopting BNY Mellon’s OnCore platform
and data management solutions, our
investment professionals will be supported
with even greater access to the information,
tools and flexibility they use to optimise their

investment decisions.”

Securities Finance Times

Global securities lending revenue falls 4%, says DatalLend

The global securities finance industry has
faced a 4 per cent year-on-year decrease
in revenue for lenders to US$781 million for
November 2023, according to DatalLend.

Month-over-month, this figure represents
a 4 per cent increase from the US$751
million in revenue for lenders generated in
October 2023.

The EquiLend market data service reports
a 3 per cent YoY increase in global broker-
to-broker activity, generating an additional

US$215 million in revenue in November.

The acquisition of cloud-computing firm
VMware (VMW) by chipmaker Broadcom
(AVGO) helped to spur a resurgence in US
specials, the data service says, with lending
in VMW generating more than US$50 million
in lending revenue, contributing a 45 per cent
growth in specials MoM.

According to DatalLend, the month saw a

“continuation of macro trends with a stark
drop in EMEA lending revenue accounting for

overall decline”.

Total revenue in the region was down 38 per
cent YoY, with fees and balances declining by
18 per cent and 19 per cent respectively.

Equities faced a dip in the EMEA region, with
lending revenue falling by 48 per cent.

In contrast, North America and APAC both
experienced 11 per cent YoY growth in equity

lending revenue.

The top five earning securities in November
were VMware Inc. (VMW US), Sirius XM
Holdings Inc. (SIRI US), Cassava Sciences
Inc. (SAVA US), Lucid Group Inc. (LCID US),
and CAVA Group (CAVA US).

The five securities in total generated
more than US$113 million in revenue for
the month. .
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Regulatory Reporting Roundup

Struan Lloyd, head of Cappitech at S&P Global Market Intelligence, discusses key findings from the annual
Global Regulatory Reporting Survey. Addressing challenges of inadequate resources and data quality
management, he emphasises the critical role of good data in effective regulatory reporting

S&P Global Market Intelligence has unveiled the results of
its annual Global Regulatory Reporting Survey. Can you
provide us with an overview of the key findings?

The survey, conducted by our team at Cappitech, brought to light
some crucial insights. One of the primary challenges faced by
firms in regulatory reporting is the inadequacy of resources and the

management of data quality.

Surprisingly, less than half of the respondents feel that their firms

are appropriately resourced, despite having obligations in multiple
jurisdictions. Additionally, only 19 per cent of respondents believe that
their data quality is "very high", with more than half identifying the
remediation of existing data as a significant capability.

Securities Finance Times

Could you elaborate on the impact of these challenges on
effective regulatory reporting?

Effective regulatory reporting hinges on good data, and firms require the
right tools and resources to achieve this. Without these, they risk increased
costs, potential fines, and a regulatory reporting process that hinders rather
than facilitates their operations. It is crucial for organisations to address

these challenges to streamline their regulatory reporting needs.

The report highlighted positive developments in the
regulatory reporting space, such as a collaborative
approach among market participants and a commitment
to leveraging technology. How do you see these factors
shaping the landscape?



There are certainly positive trends. Market participants are increasingly
adopting a collaborative approach, fostering shared learnings and

consistency in reporting.

The commitment to leveraging technology, including artificial
intelligence (Al) and machine learning (ML), is indicative of a forward-
thinking industry. The use of vendors has increased, with 75 per cent of
firms now utilising a vendor in some capacity, reflecting a willingness to

embrace technological solutions.

Can you provide insight into the readiness of firms,
particularly in Europe, and regarding specific regulations?

Certainly. The report suggests that the market is better prepared for
the regulatory changes in 2024 than for any time previously. In Europe,
firms are well advanced ahead of the European Market Infrastructure

Regulation (EMIR), with 75 per cent of them prepared or on track.

The preparations for Commodity Futures Trading Commission
(CFTC) Phase 2 have also improved significantly, with 60 per cent
of firms already ready or on track. Preparations for Japan Financial
Services Agency (JFSA), Monetary Authority of Singapore (MAS),
and Australian Securities and Investments Commission (ASIC)
regulations are progressing well, with JFSA leading the way due to

its earlier deadline.

It seems that there is a shift from merely meeting
regulatory requirements to a more strategic and
comprehensive approach. How does this increased
maturity within the market benefit regulatory reporting?

The shift in focus is notable. We see a transition from a reactive
stance to a more proactive and strategic approach that considers
multiple jurisdictions. This approach involves identifying resourcing
and data quality challenges from a bottom-up perspective and
addressing them ahead of time. This increased maturity within

the market is promising as it will result in better, more effective,
regulatory reporting that aligns closely with regulators' monitoring
and oversight needs.

The report covers various factors influencing the
regulatory reporting space including vendor selection,
reconciliation challenges and the use of automation. Can
you highlight any key findings in these areas?

Survey results
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The report delves into several critical factors such as vendor
selection, reconciliation, and challenges related to Unique
Transaction Identifier (UTI) matching and pairing. Automation and
technology also play a pivotal role in shaping the regulatory reporting
landscape and the findings provide valuable insights into the current
state of these aspects.

Could you tell us more about the survey's methodology
and the professionals involved in providing insights?

The survey, conducted in the summer of 2023, gathered responses
from 70 professionals across EMEA, the UK, North America and APAC.
The majority of respondents represent banks or asset managers, with
30 per cent working for other organisation types such as brokers,
corporates and proprietary traders. This diverse representation
ensures a comprehensive and well-rounded perspective on the state of

regulatory reporting in the industry. [ |

Struan Lloyd
Head of Cappitech
S&P Global Market Intelligence
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Meeting the challenge of T+1

The shortening of settlement cycles across the financial sector is inevitable. Whether you operate funds with a
US tilt or purely domestic funds, there is almost certainly no escape. In this article, Calastone’s chief operating
officer Stephen Leggett and Gary Wright, director of the International Securities Association for Institutional

Trade Communication (ISITC Europe), explore how firms can respond, where they should look first and why
liquidity needs to be in focus

Securities Finance Times




The end of May 2024 has taken on a new significance for the UK’s
fund management industry. It is then that North America’s securities
market will shorten their settlement timeframe from trade date plus
two days (T+2) to trade date plus one (T+1).

That poses a challenge at two levels. First, how can fund managers
telescope the processing of their trading in US shares into a
much-shortened timeframe; and second, how should they deal with
an increasing mismatch between the securities settlement cycle

and their own funds’ subscription and redemption cycles?

Shift from credit risk to operational risk

The thinking behind the move is that this will shorten market
participants’ exposure to counterparty risk, prompt greater
efficiency and lift liquidity. Brokers and custodians will benefit by
having to put up less margin in the settlement system. It will also

lower their capital requirements.

But, in a SWIFT Institute paper published earlier this year, titled
Industry Preparedness for Accelerated Settlement, the authors
commented: “Fund managers outside the T+1 migration regimes
struggle to see how the benefits accruing to brokers and custodians
will reach them and their customers, while they see themselves as

facing new operational costs and new operational risks.”

Just to add to the pressure, both the UK and the EU are debating
whether to follow the US example and move to a T+1 settlement

timeframe. A UK taskforce is due to report on this by December 2023.

Gary Wright, one of the authors of the SWIFT paper, says: “Many
in the market hope that the taskforce will keep the UK aligned with
Europe on T+2. But there may be a political push to differentiate
the UK from Europe.”

Pressure to telescope settlement process

How big a challenge will this be for UK fund managers? For those
with US-focused or global funds, the window for affirming and
reconciling US trades will be desperately short. They may well

need a late-night team in place to manage the process.

Then there is the problem of getting dollars in place for new

investment when foreign exchange normally takes two days

T
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to settle. Selling a UK or European equity in a T+2 settlement
cycle and reinvesting the proceeds into the US at T+1 will pose
problems. Firms will either have to settle for being out of the market

for a time or prefunding the US purchase.

There may be a premium on having a ready source of dollars
Stateside. Custodians may come up with solutions, stock
lending among them. But the SWIFT paper highlighted the
manual and ad hoc processes often relied on here and the tight

recall window required.

For those with US-
focused or global
funds, the window

for affirming and
reconciling US trades will be
desperately short. They may well
need a late-night team in place to
manage the process.

There are big issues for the exchange-traded fund (ETF) market,
too. Gary Wright adds: “If you change the settlement of the
underlying, you also impact the derivatives. If an ETF has 40 per
cent of its assets in the US on T+1 and the rest in T+2 markets,
there will be a funding gap. Some will have FX exposures at T+2.

There is cost and market risk here for the investor.”

Implications for the fund settlement cycle

Trading in the US on a T+1 timeframe materially increases the
mismatch between the securities settlement cycle and funds’
own subscription and redemption cycles, commonly T+3 and
sometimes T+4. Without a shorter settlement cycle, there will
be a funding gap that will need to be covered by a cash float or

credit line.
Fund managers will need to understand how each product is

impacted and what contractual issues are implied by the move

to T+1. Does the fund’s documentation allow borrowing? What

www.securitiesfinancetimes.com
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additional charges and costs are involved? Clients will need to be

made aware of any material changes.

There is a regulatory issue too. The Investment Association (lA)
has pointed out that “redemptions can mean that the cash is held
for additional days before being released to the investor, with
potential Client Asset Sourcebook (CASS) considerations”. CASS
is a set of rules focusing on investor protection. Holding onto,
rather than releasing, investors’ cash for an extra day could run
counter to the thrust of CASS.

The IA suggests that firms should transition funds with a heavy
North American weighting to a T+2 fund settlement cycle by, or
soon after, the end of May next year, and that firms should start
work on transitioning the rest of their range to T+2 to ‘future proof’
a move to T+1 in UK equities. Firms currently operating on a T+4
cycle that are unable to move to T+2 should consider moving to

T+3 “at a minimum”.

Fund settlement
delays already require
distributors or fund
managers to fund
cash shortfalls. Failure to keep up
with the demands of T+1 will only
magnify them.

John Allan, head of the Innovation and Operations Unit at the
IA, points out that firms that choose to transition only their
US-centric funds to T+2, while leaving the rest on a T+3 cycle,
will have funding issues if investors switch between funds. “The
settlement mismatch may require firms to fund the account in
the meantime,” he says. All of this underlines the need for good

liquidity management.

Liquidity takes centre stage

Fund settlement delays already require distributors or fund

Securities Finance Times

managers to fund cash shortfalls. Failure to keep up with the

demands of T+1 will only magnify them.

John Read, founder and managing partner at Prodktr, a treasury
specialist provider, says firms need a “centralised front-to-back
platform with a single data source of truth”. He adds that it is also
important that someone has ownership of liquidity. “Too often, cash
management sits somewhere between the chief investment officer
and the chief operating officer.” Clear visibility over cash becomes

ever more essential.

Then there is the matter of ensuring the availability of cash or credit
lines. Traditionally, firms have either left a cash float or collateral
with their custodian or agreed a facility with their bank that they can
call on for intraday, or sometimes overnight, borrowing. But credit
has become tighter in the past couple of years, while smaller fund

management companies may have limited scope for borrowing.

Certainty through automation

“All of this makes it essential that firms build certainty into their
payments and settlements,” explains Leggett. “That can only
happen in an automated environment where they get a real-time
view of what is coming in and going out from the trade date. They
can then calculate the eventual settlement sums with near 100 per
cent certainty, knowing all reconciliation issues have been dealt
with and there can be no surprises on settlement day.”

In an automated environment, the number-juggling between
systems is replaced by an automated trade-to-payment
reconciliations process and automated management of payments.
Once agreed, those payments must be locked in. Automation on
this scale is a powerful tool in managing liquidity. “Imagine a world
in which you had a clear sight of the cash and liquidity ladder,”
Leggett continues. “There are many benefits, but | would say that
having an elegant way to manage your cash requirements must be

at the top.”

Fund firms face tough decisions, given the limited time available
to plan for T+1 and possibly to transition to a new subscription and
redemption settlement cycle. They should avoid sticking plaster
fixes in favour of fully automated settlement solutions that manage
not only the demands of T+1 but future-proof the business against

whatever else is thrown at it. .
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2023 through
the looking glass

Market participants review the forces that have defined performance
in the securities finance industry over the past 12 months

What has been the strongest driver or largest hindrance

to the securities finance industry in 2023 and why?

In the US digital asset space, the lack of regulatory clarity has The strongest driver of returns in 2023 has been M&A
been one of the largest hindrances. Without a clear set of rules, and other corporate event activities along with heightened
we have seen many participants move offshore to places such interest in a small, concentrated number of special securities.
as Singapore, UAE and the UK, where they are welcoming and Cash-focused lenders have also experienced strong reinvest
embracing Digital Asset Regulation and innovation. Thereby, spreads, resulting in an overall rise in gross revenue from
putting US firms further behind technologically and making it their programmes.
harder to compete.

The environment remains a headwind particularly with the
Today, the strongest driver in the digital asset space has been currently proposed US rules under Basel Ill Endgame. This
the increased interest and adoption from traditional financial will affect all parts of the value chain and has the potential to
institutions to bring to crypto the same values and standards of increase costs across the system. Many industry participants
transparency that investors have come to expect. An example are evaluating the potential impact and submitting comment
of these standards would be the newly launched EDX Markets letters related to this regulation as they assess various
exchange, which is backed by Fidelity Digital Assets, Charles options and alternatives in preparation for the unintended

Schwab and Citadel Securities. consequences of increased capital costs.

Courtney Campbell, Head of Lending Solutions,
and James Runnels, Co-founder and CEO,
Digital Prime Technologies

Securities Finance Times



From a macro viewpoint, interest rates and economic conditions
have buoyed the industry over the past 12 months. 2022 was

a top performing year for our clients but market conditions in
2023 altered the securities finance business. With TLTROs now
matured, demand for financing and high quality collateral with

a three to 12+ month tenor has increased. Cash collateral is
now scarce and financing costs have risen as a consequence.
Overall, results for 2023 will be good, despite the second half of
the year’s slight drop in volumes and demand for specials.

For securities lending, trends and revenues remain similar
to 2022, with excellent performance across all asset classes
despite a notable dip for US specials between August and
September. Industry players’ collateral preferences have
changed. While the market was leaning towards cash in
2022, securities — equities, covered and converts — have
regained popularity as collateral in 2023 after the various
rate hikes.

Year in review
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In 2023, the securities finance market has been significantly
influenced by two drivers. The first and most impactful has been
the paradigm shift in the monetary policies of central banks, which
has profoundly altered the securities finance landscape, reducing
the buy-side’s need to borrow securities to cover short positions
and simultaneously heightening the demand for financing.

The second major driver stems from regulatory changes, notably
the culmination of the Basel Il framework, with a focus on
risk-weighted assets, resulting in a heightened focus on balance

sheet utilisation and the need to explore new liquidity sources.

Additionally, there is a growing tendency to reassess the
viability of solutions such as central counterparties or principal
models. The immediate consequence of these regulatory
changes is a heightened focus on balance sheet utilisation,

a trend that is expected to dominate the strategic thinking of
financial institutions for the foreseeable future.

The securities lending market entered 2023 in a strong position. The industry has successfully responded to regulatory and market

challenges over the last decade, including Basel Ill, Dodd-Frank, and the Capital Requirement Regulation.

The push for balance sheet and RWA optimisation continues. Non-cash flows, upgrade trades, CCP trades and internalisation remain

significant focuses. We see those trends carrying into the new year. ETF hedging is still very active as investors avoid single stock hedges.

The industry is responding to the Fed’s interest rate decisions and the SEC’s rules and proposals around transparency. As rates have

risen, borrowers seek more term funding, and cash trades are increasing.

www.securitiesfinancetimes.com
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It is a cliché that gets rolled out at every securities finance conference, but we continue to believe the largest hindrance to efficiency in

our market remains the operational and technical challenges which restrict collateral mobility.

While there exist a number of ring-fenced initiatives which have created marginal improvements for some participants, the market-wide
revolution in mobility has not materialised. The Gilts Crisis highlighted mobility risks in 2022, while 2023’s upheaval in the banking
sector served to underline the point. Mobility matters more now than ever before. HQLA* has been built from the ground up to

solve this problem at industry level, so that we can collectively re-imagine collateral mobility to reduce balance sheet usage, capital

consumption and costly settlement fails.

As more companies begin to introduce alternative trading structures, we have seen greater adoption of liquidity and negotiation
platforms in the industry. This has driven progress across the sector, enabling pools of liquidity to be added into lending programmes

while also streamlining security transactions between counterparties.

However, short term cost pressures have caused some firms to slow down long-term investment in technology and operations. To
successfully streamline processes and optimise network connectivity, firms need to find solutions that will allow them to channel funding

into these areas.”

Fidelity saw growth opportunities for its clients in 2023, The biggest impact in 2023 has been the on-going unwind of
particularly through wider spreads on loans in the equity the loose monetary conditions seen through quantitative easing
market, indicating investors may have more conviction than (since 2008) and the once in a lifetime low interest rates in
originally anticipated. We did see lighter IPO activity than in place since circa 2009. Cash has value again, collateral is
years past, paired with interest rates rising to 15-year highs significantly more plentiful. The one issue still to be addressed
which has helped create some market uncertainty. is the general lack of data in relation to the transmission of
monetary policy and functioning of repo and other SFT markets.

Securities Finance Times
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The Middle East

A market in progress

Paul Voce, former head of repo trading and global securities finance at First Abu Dhabi Bank, speaks
to Carmella Haswell about the opportunities available in the Middle East and his hopes for the further

development of the region

Having covered securities finance within the MENA region
for more than 15 years, how well connected is the Middle
East with global markets?

The Middle East typically consists of a client base that is banked by
major international banks. Key securities finance players are involved in
the Middle East and North Africa region, with some choosing to be on

the ground with a local presence.

Having introduced a securities lending product in my previous role as head
of global securities finance at First Abu Dhabi Bank (FAB), it remains to be

seen how long before this product takes off regionally. However, the potential
is there, especially as the region is liquid. Long term holders of bonds and

equities could seek to enhance their returns via securities lending.

Securities Finance Times

How do you analyse the performance of the Middle East
repo market in the past 12 months?

Despite higher interest rates, continued excess liquidity has reduced
demand for the regional banks to require financing of their bond
portfolios and, where there is a requirement, the tenor has typically

shortened in duration due to the shape of the interest rate curve.

The market can be divided into two types of repo, conventional repo and
Islamic repo. Conventional repo is becoming more embedded within
banks’ treasury and markets divisions, but it typically plays a supporting
role to the unsecured markets. | anticipate Islamic repo, with the help of
institutions such as the International Islamic Financial Market (IIFM), will

continue to grow, especially with local central banks supporting the drive.



What are the key challenges and opportunities presented
by regulation and technology developments in the region?

Globally, regulation continues to throw ever more challenges at the
markets. | see technology, in terms of both pre- and post-trade, making
business easier to transact and settlement more instant. Platforms such
as Absolute Collateral will help local banks be more efficient in dealing
with each other and will bring further transparency in the form of market
and transactional data.

What trends have you identified within the securities finance
market and how have these been shaped by client demand?

Despite the rising interest rate environment, there has been a more
liquid environment in general, typically leading to somewhat reduced
demand for financing and a shortening of duration — there is no need

to take expensive long term funding.

As the rate cycles are at, or close to, topping out, this view will evolve
and clients may take longer term funding when they think interest rates

will become more stable again.

What is required to build a successful securities
finance platform?

If you ask in relation to a platform such as Absolute Collateral, an
electronic platform, then it must primarily offer ease of use. This will
encourage more take up or usage, which then becomes self fulfilling.
The more counterparts that are using the platform, the more liquidity
there is in terms of available pricing and this encourages competition.

These days, it is a given that any platform should be able to link up
with a counterpart’s trading system and offer seamless straight-through

processing, as well as full lifecycle deal management on the platform.

How do you anticipate the Middle Eastern market will
develop in the next five years?

Markets remain highly liquid for the time being. With international
banks becoming more ‘intermediaries’, | would look forward to seeing
some of the larger regional banks developing their own securities
finance business along the lines of that created in my previous role.
The optimisation of collateral and liquidity, combined with servicing your

chosen client base, should be a core pillar of any markets’ business. [ |

The Middle East
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The optimisation of
collateral and liquidity,
combined with
servicing your chosen
client base, should be a core pillar
of any markets’ business.
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The Little Angelman Trust

I know it is very complex, but what is
Angelman syndrome?



Your son Oakley was born with Angelman Thankfully you chose a different direction,
syndrome. Could you tell us about your son setting up a charity and raising significant
and what your family has been through? and essential sums of money. Could you tell

me about The Little Angelman Trust ‘Little
Angels’, the charity you founded?




What other complications can Angelman
syndrome bring to a family?

How can the financial industry, friends and
colleagues support you and the charity?
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Danske Bank recruits Orn

Danske Bank has appointed Jonas Orn as senior

equity finance trader and specialist advisor.

Based in Stockholm, Orn will report to Alexander

Kilander, global head of equity finance.

Orn brings more than 15 years of experience

in equity finance to the role.

Prior to Danske Bank, Orn served as senior
equity finance trader at Nordic financial

services group SEB for four years.

Previously, he was chief dealer for equity
finance at capital markets and investment

banking house Nordea Markets for 11 years.

Commenting on his appointment via LinkedIn,
Orn says: "This opportunity marks an exciting
new chapter in my career, and | am looking
forward to contributing my skill set and
growing alongside the team. | am eager to
explore the new challenges and opportunities

that lie ahead.”

Securities Finance Times

Delikaris appointed to the board

Nick Delikaris joins the New-Jersey based
provider of digital asset technology solutions,
Digital Prime Technologies, as a special
advisor to the board.

As the current global head of automation and
platform services at State Street, Delikaris
brings experience in traditional and digital

asset financing.

Prior to this, Delikaris was the head of digital
finance trading in Coinbase's institutional

prime brokerage finance business and spent
more than a decade at Goldman Sachs in a

variety of trading roles.

The appointment follows the recent launch
of the firm’s institutional digital asset lending
platform, Tokenet, and the addition of James
Tabacchi to the board.

James Runnels, co-founder and CEO of
Digital Prime Technologies, says: "Nick has
been an amazing source of knowledge for
me during the past few years, and today's
announcement is an extraordinary addition to

the Digital Prime team."

Hazeltree appoints Metro

US-based software company Hazeltree has
appointed Scott Metro as chief information

security officer.

Metro will focus on developing and leading
Hazeltree’s information security programme
and securing comprehensive industry-

endorsed certifications for its platform.

Based in New York, Metro will report to Hazeltree

chief technology officer Richard Winter.

Metro brings more than 25 years of experience
in implementing secure processes and

systems while leveraging emerging technology.

Previously a partner at PwC, Metro led the
Financial Services Trust and Transparency
Solutions practice for the US.

His group was responsible for performing
independent controls attestations, such as
SOC 1 and SOC 2, for some of the largest
financial institutions in the US.



Nickerson joins Xceptor

Xceptor has appointed Craig Nickerson as
chief financial officer, effective January 2024.
He will also join the company’s executive
leadership team and board.

In the role, Nickerson will be tasked with
executing Xceptor’s growth strategy,
optimising value creation and managing
investor relations. He will report to Xceptor’s
CEO Michiel Verhoeven.

Nickerson has more than 25 years of industry
experience and joins the company from
software firm RSA Security, where he was

chief financial officer.

He has held a chief financial officer position
at a number of firms, including software
companies AFS Technologies, insight
software and Saa$ firm SAVO Group.

Commenting on his appointment, Nickerson
says: "Xceptor's data automation platform
and its ability to manage the most complex,
unstructured data are unparalleled.

“Being associated with a firm that has a
reputation for scalable, trusted technology, and
is supported by industry leaders and top-tier
firms, is truly rewarding. | am thrilled to have
the opportunity to play a role in this pivotal
phase of evolution, contributing to Xceptor’s

ongoing financial and operational success.”

BNP Paribas appoints Fox

BNP Paribas’ Securities Services has
appointed John Fox as head of US agency
lending as part of the firm’s expansion to
support the growth of its client base in the US.

Based in New York, Fox will drive Securities
Services’ agency lending programme, helping
clients to implement strategies for their

lending needs.

Fox brings more than 25 years of experience

in the financial and securities lending markets.

Fox will report to Andrew Geggus, global head
of agency lending, and locally to Laurent de
Lattre, head of market and financing services

for the Americas.

Alex King and Vincent Modica also join the
Securities Services’ team as traders, bringing
their experience in trading to the agency’s
lending regional strategy.

Reporting to Fox, both King and Modica will
work on lending equities and fixed income for
agency lending funds, assisting in relationship

management for brokers and counterparties.

The new additions will also work to identify

product and business development opportunities.

Industry appointments
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