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ESMA confirms recognition of three UK CCPs post Brexit

The European Securities and Markets Authority
(ESMA) has confirmed LCH, ICE Clear Europe, and
LME Clear will be recognised as third country cen-
tral counterparties (CCPs) from January 2021.The
three UK CCPs will be eligible to provide services
in the EU after the end of the transition period fol-
lowing the withdrawal of the UK from the EU on
31 December 2020.

On 21 September, the European Commission
adopted a time-limited decision to allow finan-
cial market players until 30 June 2022 to reduce
their exposure to UK CCPs. Additionally, ESMA has
adopted decisions to recognise the three UK CCPs
as third country CCPs under the European Market
Infrastructure Regulation (EMIR). In line with the
equivalence decision, the recognition decisions
will only take effect on the day following the end
of the transition period and continue to apply

while the equivalence decision remains in force.

ESMA explained the 18-month period will pro-
vide the opportunity to conduct a comprehensive
review of the systemic importance of UK CCPs and
their clearing services or activities to the EU and
take any appropriate measures to address finan-

cial stability risks.

The review will include a fully reasoned assess-

ment to examine whether a third country CCP or

some of its clearing services are of such substan-
tial systemic importance that this CCP should not
be recognised to provide certain clearing services

or activities.

ESMA said it will conduct such a comprehensive

review in due time.

The decision was also welcomed by the
Association for Financial Markets in Europe
(AFME), who recently published a paper call-
ing for both UK and EU market participants to
develop equivalence determinations and address

regulatory challenges.

Oliver Moullin, managing director at AFME, com-
mented: “We welcome today’s confirmation that
the commission has adopted a time-limited equiv-
alence decision for UK CCPs. This is a vital step to
address an important financial stability risk and
ensure continued access for EEA firms to clearing
services at the end of the Brexit transition period.
We hope that progress will be made in the negoti-
ations and completing equivalence assessments in
other areas. We continue to encourage the EU, the
UK and national member states to take action to
address remaining risks at the end of the transition
period such as the implications of the trading obli-
gations for shares and derivatives, and continued

servicing of existing contracts,”Moullin concluded.
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s Services
your one-stop fund
services shop in
Malta

BOV Fund Services Limited, Malta’s top fund administrator, provides highly competitive,
cost-efficient turnkey fund set-up solutions. Other services provided to fund managers and
fund promoters cover a comprehensive range of fund administration services including
fund accounting, shareholder registry services, regulatory reporting and corporate services
amongst others.

Other ancillary services include a full package of back office services that enable our clients
to comply with international regulations as well as best market practices.

BOV FUND SERVICES

+356 2122 7148
www.bovfundservices.com

infobovfs@bov.com F N D
BOV Fund Services Limited is recognised to provide fund U
administration services and licensed to provide company S E RVI C E S

services by the Malta Financial Services Authority.
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Canada’s Leader in Sub-custody

With more than 1,500 professionals exclusively focused on servicing Canadian investors and global investors
into Canada, CIBC Mellon can deliver on-the-ground execution, expertise and insights to help clients
navigate the Canadian market. Leveraging the technology and scale of BNY Mellon, a global leader in
investment servicing, and the local presence of CIBC, one of Canada’s leading financial institutions,
CIBC Mellon has the experience and the capabilities to help you succeed in Canada.

Canadian custody and sub-custody Brokerage'

Canadian correspondent banking' Investment fund services

Broker-dealer clearing MIS (Workbench, STP scorecard, trade match report card)
Securities lending? Data analytics?

! Provided by CIBC
2 Provided by BNY Mellon

Learn more, contact:
Richard Anton at +1 416 643 5240

Abdul Sheikh at +1 905 755 7118 CIBC MELLON

www.cibcmellon.com

©2020 CIBC Mellon. A BNY Mellon and CIBC Joint Venture Company.

CIBC Mellon is a licensed user of the CIBC trade-mark and certain BNY Mellon trade-marks, is the
corporate brand of CIBC Mellon Trust Company and CIBC Mellon Global Securities Services Company
and may be used as a generic term to reference either or both companies.


http://www.cibcmellon.com

B,

-~

/

BNP Paribas and Curv complete proof of concept for secure

transfer of digital assets

BNP Paribas Securities Services has partnered with
cloud-based digital asset security infrastructure
Curv to transfer security tokens securely between
market participants. The security token was trans-
ferred using Curv’s multi-party computation solu-
tion to ensure the security of the private keys. The
proof of concept, which was successfully com-
pleted, helped to demonstrate that tokenised
securities can be transferred quickly, safely and
transparently on the blockchain. BNP Paribas and
Curv used the ERC1400 token standard to carry

out the transaction.

Itay Malinger, co-founder and CEO of Cury,
explained that BNP Paribas has the opportunity to
play a“vital role” in the digital economy. However,
Malinger said in order to do this, BNP Paribas

requires “a secure and scalable infrastructure to

T-SCAPE

deliver competitive custody products to their cus-
tomer base”. He added: “Curv’s infrastructure is
able to meet these needs and support the acceler-
ation of innovative programmes like the one BNP
Paribas is spearheading with its technology and
cryptographic expertise. We are excited to have
been selected to partner with BNP Paribas on this

pivotal engagement.”

Bruno Campenon, global head of financial inter-
mediaries and corporates client line at BNP Paribas
Securities Services, said: “This proof of concept
with Curv represents a significant step forward in
our strategy to deliver an integrated custody solu-
tion that combines both traditional and regulated
digital assets. We are now well-positioned to del
iver an exciting new service to our clients once reg-

ulations on digital assets are in place”

Latest News
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Talos introduces new trading
platform to digital assets market

Talos, a technology provider for the institu-
tional trading of digital assets, has launched
a new platform that connects crypto-asset
market participants to institutional investors,
prime brokers, exchanges, over-the-counter

desks, lenders and custodians.

The Talos platform will help support clients
with price discovery to execution through
clearing and settlement, across spot, futures

and foreign exchange markets.

The new platform is set to address key issues

including security, efficiency and scale.

While the Talos platform is currently compre-
hensive, the firm plans to roll out additional
capabilities in the coming months, focusing
primarily on further reducing trading and set-

tlement risks.

“Our expertise is in trading systems, and we
built this platform from the ground up spe-
cifically for crypto by working closely with our
customers. We'll continue collaborating with
them to stay ahead of competition as digi-

tal assets begin to truly transform financial

Commit
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BNY Mellon partners with NCB Capital to provide asset

servicing in Saudi Arabia

BNY Mellon and NCB Capital have entered into
a strategic alliance to deliver global custody and
associated asset servicing activities to institutional
and large asset owners based in the Kingdom of

Saudi Arabia.

The collaboration will provide clients of NCB
Capital, the Saudi Arabia’s largest custodian and
asset manager, with local expertise together with
access to BNY Mellon’s global custody, asset ser-

vicing, data and technology capabilities.

BNY Mellon has been serving clients in Saudi
Arabia for more than 30 years, and has been con-

ducting business in the region for over a century.

Todd Gibbons, CEO of BNY Mellon, said: “We
are excited to announce this strategic alliance
with NCB Capital and look forward to work-

ing together to support the financial and social

agenda the Kingdom of Saudi Arabia has
forged as part of its transformation, by shar-
ing capabilities, resources and practices via our

new alliance.”

Sarah AlSuhaimi, CEO of NCB Capital, commented:
“As Kingdom of Saudi Arabia’s largest asset man-
ager and investment bank, NCB Capital has a
proven track record of successfully collaborat-
ing with global leaders across the asset manage-

ment value chain.”

“To that end, we are looking forward to working
very closely with BNY Mellon to both deepen and
broaden our securities services offerings to our cli-
ents in line with NCB Capital’s unwavering commit-
ment to the development of the Kingdom’s finan-
cial sector in line with Vision 2030, and meeting
the increasingly sophisticated demands of our

institutional client base,” added AlSuhaimi.

Latest News

markets,” said Ethan Feldman, co-founder

of Talos.

Anton Katz, co-founder and CEO of Talos,
added:“We don't get to see a brand-new asset
class emerge very often, so naturally this is an
incredibly exciting time, especially for engi-
neers in the financial sector. Moreover, these
technical and operational innovations we see
in the digital assets space will accelerate the
progress of other asset classes. Our mission is
to bridge these two worlds, using our under-
standing of institutional requirements, and

further drive the evolution of trading.”

The Talos platform began development in
October 2018, and has been in production
since August 2019, providing digital asset
trading solutions to a core group of capital

market participants.

FundRock takes
Irish ICAV for

Asset Management

on new

WHEB

WHEB Asset Management has appointed
FundRock to manage its new Irish collective

asset-management vehicle (ICAV).

FundRock will provide oversight of the dele-
gated functions, risk and compliance monitor-
ing, as well as distribution support services for

the new structure and its sub-fund.

The new fund will have a sub-fund, called
the WHEB Sustainable Impact Fund, which is
expected to launch during Q4 2020 and will
mirror its existing impact investment fund
that is domiciled in the UK, the FP WHEB
Sustainability Fund.

George Latham, managing partner of

WHEB Asset Management, commented:



Latest News

“We're delighted to have partnered with
FundRock to continue to build our busi-
ness in the European markets and make
our investment strategy available to

new investors.”

Xavier Parain, CEO of FundRock, added: “We
are pleased to be WHEB's partner of choice in
another fund launch. Sustainable and impact
investing is very much entering the main-
stream for investors and pioneers like WHEB
are well positioned to benefit from the rapid

growth in this space.”

“Our best in class solutions will enable the firm
to focus on its core business activity of deliv-
ering returns to its clients while having a pos-

itive impact on society.”

LCH SA connects to Cboe Europe for equities clearing

LCH's EquityClear service is now providing
clearing services for Cboe Europe, one of the
largest pan-European equities exchanges by

value-trading.

Market participants trading Euronext securi-
ties via Cboe Europe’s UK order books, BXE and
CXE, are now able to select LCH as their clearing-
house under the preferred central counterparty
(CCP) model.

The ‘preferred CCP’ model enables Cboe Europe
participants to clear through LCH provided that
both counterparties to the trade have elected it as

their preferred CCP for Euronext securities.

According to LCH, this will allow members to con-
solidate their clearing activity for those securi-
ties through one clearing house and benefit from
increased netting, lower settlement costs and

greater operational and margin efficiencies.

Christophe Hémon, CEO at LCH SA, commented:

“This is the latest milestone in our strategy to

expand the number of equities trading venues Northern Trust boosts
available to our clearing members.” benefit payment access for
Canadian plans
David Howson, president at Cboe Europe, added:
“We're pleased to be working with LCH to widen Northern Trust Canada has launched a new
the choice of clearing venues available to online portal, Benefit Payment Participant
our customers.” Passport to enable advanced automation for

participants of Canadian benefit plans.

“This demonstrates our commitment to open

access and competitive clearing in European equi- The new portal capability allows pension and
ties, and we look forward to continuing our collab- benefit plan participants to access their pro-
oration to provide this important post-trade ser- gramme information in real time in either
vice to our customers.” French or English.

News of the partnership follows confirmation The self-service option supplements mailings,
that LCH's UK entity will be one of three clearing- call centres and other means of requesting
houses to be recognised by the EU as third-coun- statements and related information.

try CCP from January 2021, following the conclu-

sion of Brexit. It will also allow pensioners to enroll them-
selves and review their balance as well as pay-

The three UK CCPs will be eligible to provide ser- ment information online.

vices in the EU after the end of the transition

period following the withdrawal of the UK from Additionally, participants can also update per-

the EU on 31 December 2020. sonal information, review payment history,
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$ Bottomline


http://www.bottomline.com/uk/financial-institutions/securities-management

DTCC introduces new service to simplify corporate actions

claim processing

DTCC's subsidiary the Depository Trust Corporation
(DTC) has filed a proposal with the US Securities
and Exchange Commission (SEC) to launch a new
platform that will help automate and simplify cor-

porate actions claim processing.

With the new ClaimConnect service, DTCC said it
seeks to address limitations in corporate actions

processing related to untracked cash claims.

The service will provide clients with near real-time
claim validation and matching, email alerts and
the ability to pinpoint data leveraging intuitive

search functionality.

In addition, clients will be able to post claims ver-
sus their counterparty with the ability to track

those claims through to settlement.

Latest News
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modify payment and deposit instructions, as

well as review and print tax documents.

Katie Pries, president and CEO of Northern
Trust Canada, commented: “We listened to
our clients when they told us they want their
participants to have real-time access to ben-
efit payment information and are excited to

offer these new and innovative capabilities.”

“Information is all about choice, convenience
and security, and we are always looking to
make our services more accessible and more

intuitive for our clients.”

HSBC gains custodian mandate
for Ping An’s first UCITS funds

HSBC Luxembourg has been appointed as
custodian, central administrator, deposi-
tary (trustee) and transfer agent for the first
UCITS umbrella fund of Ping An of China Asset
Management (Hong Kong).

The Luxembourg-domiciled UCITS fund
comprises four sub-funds including China
A-Shares Al Multi-Factor Fund, China
Green Bond Fund, China High Yield Private
Strategy Bond Fund, and Emerging Market

Ann Marie Bria, executive director, cor-
porate actions business management at
DTCC, said: “We're continuously meet-
ing with our clients to learn more about
their evolving internal processes and chal- Income Fund.
lenges in order to identify ways we can
deliver new and improved services to meet Sebastien Danloy, global head of asset own-
their needs.” ers and managers, securities services, HBSC,
said: “We're delighted to be partnering with
“Centralising claim processing through Ping An as they expand their European offer-
ClaimConnect will enable clients to seamlessly ing to include investment opportunities under
manage the entire lifecycle of a claim while reduc- the UCITS regulatory framework”
ing risks,” she said.

“It provides a means for European and global
ClaimConnect, which will launch following SEC investors to access China'’s equity and fixed
approval, will be one of the first services available income markets via Ping An of China Asset
on DTCC's new application programming inter- Management Hong Kong’s offshore invest-

face marketplace. ment platform.”

www.assetservicingtimes.com



BNP Paribas and Allfunds agree fund distribution deal

BNP Paribas has teamed up with Allfunds to build
next-generation fund distribution services. The
deal will see BNP Paribas give its fund-buyer clients
access to around 2,000 fund houses and 100,000
funds as well as fund analytics services from its
new Fund@ccess platform, which is operated
by Allfunds.

Allfunds will be responsible for BNP Paribas’ cli-
ents, managing their distribution contracts
with third-party investment funds on behalf
of the retail, wealth management, insurance
and asset management businesses of the BNP

Paribas Group.

Around 250 employees of BNP Paribas Securities
Services have transferred to Allfunds, primar-
ily in its Poland and lItaly offices, contributing
to the expansion of Allfunds’ expansion. BNP

Paribas Securities Services and BNP Paribas Asset

Management now hold together a 22.5 percent

strategic stake in Allfunds.

Patrick Colle, general manager of BNP Paribas
Securities Services, commented: “The partner-
ship will create a leader in the fund distribution
space, giving clients access to a wide range of
funds and streamlining the fund buying process
for greater operational efficiency. Our ambition is
to build a new range of fund distribution services
enabling clients to seize investment opportunities

and enhance the monitoring of their operations.”

Juan Alcaraz, CEO of Allfunds, added: “By integrat-
ing the business model of a top-tier custodian
bank with the scale and value-added services of
our leading fund distribution platform, we will
offer a one-stop suite of services that is unique on
the market, unrivalled in scale and efficiency, for

the benefit of our clients”

Latest News
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Danloy added: “China’s GDP significantly
recovered in the second quarter and we
continue to see global investors seeking
Chinese assets for both yield and diversifi-
cation of their portfolios. As a result, we are
successfully supporting more and more new
Chinese asset managers requesting to set up
European funds for distribution in Europe and

across Asia.”

TMF Group agrees acquisition
of Selectra

TMF Group has acquired Selectra

Management Company, a regu-
lated management company based in
Luxembourg servicing both alternative
investment funds (AIFs) and UCITS, from

Farad Group.

Selectra, which was created in 2013 as
part of the service delivery platform Farad
Group, was a “strategic acquisition” for TMF
Group, driving its fund activities growth

in Luxembourg.

Frank Welman, regional head for TMF Group,
said the acquisition is a “huge step forward”

for the firm.

Welman commented: “Selectra is a well-es-
tablished management company with the
experience and the licenses to provide all
the services that their clients — and our cli-

ents - require”

Marco Cipolla, managing director of Selectra,
said: “We are happy that Selectra has been
chosen by TMF for its excellence in the
market, and becoming part of TMF Group
gives our clients access to the services
and reach of a firm with a footprint in 80

countries worldwide!”

www.assetservicingtimes.com



KDPW SFTR
REPORTING SERVICE

KDPW |

Regulation 2015/2365 of the European Parliament introduces the obligation
for entities concluding securities financial transactions to report them

to authorised Trade Repositories.

ESMA Extends KDPW Trade Repository’s Registration to Include SFT Reporting.

Secure

« Secure, certified access
to the application

» Top-range industry standard security and
business continuity for data collection and
maintenance
(including back-up site)

» Global communication standards
- XML messages, MQ or WebService

Transaction

- Extensive knowledge of securities finance
transactions, margin and reuse

« Processing of all trade updates
- modifications, collateralisation
and valuation

» Providing and explaining trade rules and
requirements deriving from technical
standards, guidelines
and ESMA Q&As

- Delivering a complete trade sample

Friendly

Fast and easy access to our team
of qualified experts

Telephone and email support with tailored
approach to each client

Workshops and training provided
by the Trade Repository - to reporting
participants

User-friendly, intuitive web interface with
reporting functionalities and 24/7 direct
access to data

Various reporting models and options
available to meet client needs

Very competitive pricing model

Reporting

Maintaining test environments

- duplicate of current production
environment and enriched environment
before access

to production mode

Support during implementation
of new functionalities

Service contains in-built tools
for validating submitted data

Safeguarding an orderly
and continuous process to ensure
reporting obligations are met

Contact

KDPW

Trade Repository Department
T: +48 22 537 95 52

E: sftr@kdpw.pl

www.kdpw.pl
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J.P. Morgan and H4 offer new documentation solution for

global custody clients

J.P.Morgan has teamed up with H4, a cloud-based
healthcare data management, integration and
analytics company, to create a new documenta-

tion solution for global custody clients.

As part of this collaboration, J.P. Morgan’s custody
business will leverage H4'’s technology to help
transform the client contract onboarding expe-
rience, reuse data contained in documents and

build a digital library.

H4 and J.P. Morgan have already successfully
piloted the new documentation platform in the
global custody business, with a view to rolling it
out across J.P. Morgan'’s Securities Services busi-

ness in the coming months.

The data management company has also been
used by the J.P. Morgan team to assist with the
capture of critical data elements from their his-

torical agreements.

Mike Hughes, managing director and head of
global custody at J.P. Morgan, said: “We're excited
for the future as our collaboration on the platform
develops. It potentially creates an ecosystem for
J.P. Morgan and its clients to negotiate and alter

contracts real time in a controlled environment.”

Hughes continued: “This technology will allow for
efficient collaboration at an important stage of
the new client relationship, an additional tool for
effective onboarding, all fitting squarely within J.P.

"

Morgan’s Securities Services data-focused strategy:

Joe Seifert, CEO and co-founder of H4, added:
“Many fintech CEOs | speak to are frustrated by the
lack of client understanding and urgency around
tech adoption despite the rhetoric. It requires busi-
ness leaders to‘get it, make bold choices and lead
the change. The J.P. Morgan Securities Services
team is helping to lead the industry and have been

outstanding partners.”

Latest News

Completion of the transaction is subject to
regulatory approvals from the Commission

de Surveillance du Secteur Financier.

HUB Security and Marsh unveil
new digital asset solution for
custodians

HUB Security has collaborated with Marsh to
create an insured storage solution that ena-
bles US-based financial institutions to securely

offer digital asset custodial services.

As part of the partnership, financial institu-
tions can now store and manage digital assets,
including cryptocurrency, on HUB's techno-

logical platform.

In addition, firms can purchase up to $400 mil-
lion in cold storage insurance through Marsh’s
Digital Asset Risk Transfer (DART) team to
cover the risk of theft or damage to the assets

or destruction of private keys.

The solution follows the August letter from the
US Office of the Comptroller of the Currency
(OCC) which gave national banks and federal
savings associations the green light to provide
cryptocurrency custody services on behalf

of customers.

“The crypto custody market is poised to grow
significantly following the OCC regulatory
clarification,” said Ankur Kacker, senior vice
president and a specie specialist on Marsh’s

DART team.

Kacker continued: “Our combined insured
storage solution can provide financial insti-
tutions seeking to enter the market a secure
place to safeguard their clients’ assets and
peace of mind knowing their exposures

are covered.”
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Citi Australia enhances partnership with Netwealth

Citi Australia has extended its partnership with
Netwealth as its provider of international cus-
tody, global and domestic equities execution and

fund administration.

Netwealth will be the first Australian wealth plat-
form to have access to Citi’s global platform exe-
cution to custody (E2C), which provides institu-
tions with global execution, settlement and cus-

tody services.

The announcement comes as Netwealth recently
launched a new series of funds within their
global specialist series products with Magellan

Financial Group.

Citi Australia’s head of equities Daniel Young

said: “Netwealth has an outstanding reputation

in the local market and we are thrilled to provide
them with a high-tech solution that will reduce
manual workload, allowing them to concentrate
their resources towards clients and technology as

opposed to operational flow.”

Matt Heine, joint managing director of Netwealth,
commented: “We know our clients want greater
access to International markets both directly, via
funds and also via our managed account, and
Citi was able to provide unparalleled exposure

for our team.”

Heine added: “Following a seamless onboard-
ing experience, we look forward to leverag-
ing Citi's strengths to help in our aim to be
the most comprehensive wealth platform

in Australia.”

Latest News

“Together, HUB and Marsh are empowering
banks and other financial institutions to offer
services for storing their clients’ digital assets
by ensuring they are digitally secure and pro-
tected,” said Eyal Moshe, CEO and co-founder
of HUB Security.

Clearstream creates new
fund centre

Deutsche Boerse’s post-trade services pro-
vider Clearstream has created a new fund cen-
tre following its acquisition of a majority stake

in Fondcenter AG from UBS.

The deal, which completed on 30 September,
combines the Fondcenter business with
Clearstream’s existing fund desk for global
fund distribution support with over $290 bil-

lion assets under administration.

Earlier this year in January, Clearstream and
UBS announced a joint agreement under
which the international central securi-
ties depository has now acquired 51.2 per-
cent stake in the fund distribution support
platform Fondcenter for £308 million (CHF
389 million).

UBS holds a minority stake of 48.8 percent,
remaining a strategic partner, and has entered
into long-term cooperation agreements for
the provision of services by Clearstream
including to continue using the fund centre

platform on a long-term basis.

Bernard Tancré, CEO of Fondcenter and
head of investment fund services product at
Clearstream, said:“Fondcenter’s fund platform
business perfectly complements Clearstream’s
existing fund distribution support services.
With the newly combined Clearstream Fund

Centre, fund distributors will now have access



CACEIS becomes servicing partner for ArchiMed’s latest

€1bn fund

CACEIS has been selected to service the new MED
Platform | fund run by ArchiMed, a private equity

firm focusing on the healthcare industries.

The mandate covers depositary bank, custody,
middle-office, fund accounting and financ-
ing services for the mid-market buy-and-build
fund, MED Platform | fund. MED Platform |, which
held a final closing on 31 July at a hard cap of
€1 billion, has attracted a range of institutional
investors and family offices across Europe and

North America.

The fund targets growth companies in the
European and North American mid-cap
healthcare industries and provides the stra-
tegic, tactical and financial resources required
to extend product lines and expand into

new regions.

Denis Ribon, founding partner of ArchiMed,
stated: “Since winning the mandate for our sec-

ond small-cap fund mandate in 2017, CACEIS’

-
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private equity team has proven to be a relia-
ble servicing partner, demonstrating its abil-
ity to deliver the comprehensive set of services

we need!

“By supporting our first two small-cap
funds, and our progression to the mid-
cap space, CACEIS has become a key part-
ner in administering the €1.7 billion under

our management.”

Arnaud Garel-Galais, group head of private
equity, real estate and securitisation, cover-
age and business development at CACEIS, com-
mented: “We have a detailed understand-
ing of ArchiMed’s needs and have adapted
and developed our services to meet their

ongoing requirements.”
“Furthermore, we are proud to service a fund
with several portfolio companies that are

playing a major role in tackling the COVID-

19 pandemic.”
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to contracts covering over 70,000 funds world-
wide. We are delighted that we can offer this
comprehensive portfolio to our existing and

future client base”

Bruno Marxer, head of ClIO global man-
dates and investment content at UBS Global
Wealth Management, added: “We look for-
ward to working with the Clearstream
Fund Centre team and to continue lever-
aging the platform’s leading capabilities
as the preferred provider for UBS Global

Wealth Management.”
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Was the go-live of SRD II a success?

Daniel Bardini: There are two lenses to look
through. We have to keep in mind that the sec-
ond Shareholder Rights Directive (SRD Il) is a right
given to the EU companies to ask for the disclosure
of their shareholders, and it is a duty for the finan-

cial industry to facilitate the disclosure.

From an issuer perspective, the answer is yes since
the request for disclosure has been activated by
several companies since the very beginning of the
go-live. SRD Il already is helping meet the need

for the issuers to be closer to their shareholders.

Meanwhile, from a financial industry perspective,
it might be looked at differently. Many may have
anticipated a delay of the go-live due to the excep-

tional situations brought on by this year.

However, the preservation of the go-live date
drove to a certain lack of readiness from some
players, with fragmented tactical solutions being

implemented with a sense of emergency. So the

industry at-large is not yet at the level of automa-
tion and interoperability required by the directive,

which will need some time to stabilise.

David Baxter: The directive came into force on
the day it was scheduled to, so in that respect, it
was a success. In terms of market readiness to
implement and adhere to the directive, however,
you would have to say questionable at best. The
directive aim is to facilitate much better engage-
ment between a company and its shareholders
to the benefit of both. Being able to issue a share-
holder identification disclosure (SID) request at
any time (and frequency) and get results within
a 24-hour window regarding who its sharehold-
ers are is something of real value to a company.
A shareholder knowing they will get the right to
vote at each and every meeting is much the same.
To achieve better engagement there has to be a
reduction in the ‘distance’ between company and
shareholder. This distance exists because of the

number of intermediaries, disparate systems and

Demi Derem: Considering the number
of outstanding and late transpositions,
the last-minute market practice guide
changes, and the ongoing debate on
what constitutes an SRD ll-compliant
electronic message, | think the industry
did the best job it could under the cir-

cumstances. From a Broadridge perspec-

tive, we certainly consider SRD Il go-live

as a tremendous success.

Shareholders Rights Directive Il

19

inherent processing steps that sit between the two.
To reduce the distance we accelerate the process,
and to do that we need a common structure with

which to exchange data.

The directive is using ISO 20022 as its vehicle of
choice for this exchange but does state ‘other
machine-readable’ formats as acceptable. While
some participants are I1SO 20022 ready others
are not. SID requests, for example, are still being
issued and passed along the chain of interme-
diaries in MT564 and MT568 format. Having the
I1SO 20022 data fields and content slapped into
the ‘additional text field’ of a MT568 isn't really
where we want to be. Nor too should we be
looking at sending such sensitive shareholder
information as a spreadsheet attachment to an
email address that we are unfamiliar with. But
this is what's happening, and it does beg the
question as to how efficient issuer agents are at
collating all of the data received from a multi-
tude of intermediaries into a single set for the
issuer, and just how accurate that information

might be.

We knew back in April that the market wasn't
ready. The same trade association groups that
tried to push the directive out by a year because
of COVID-19 are now pushing for any penalty for
non-compliance to be waived until September
2021.The approach is slightly different in that the
COVID-19 isn't so much to blame, but rather that
the directive should be viewed as a market infra-
structure project, meaning all market participants

have to be ‘in’for it to work.

They've got a point, to a degree, but it does still
seem as though the market has reacted rather
belatedly to a directive that’s been out there

for some time. That said there are a number

www.assetservicingtimes.com



of participants that are ready, and some that
are working hard to be ready in the coming
months. Small victories, but perhaps not enough
of them to claim the launch of SRD Il was a

resounding success.

Joe Mernagh: HSBC had a successful go-live
for SRD Il. We now provide clients with an SRD
ll-compliant proxy voting service, and internal
enhancements have been made to ensure HSBC
meets its regulatory requirements for shareholder

disclosure requests and corporate events.

Determining the successful outcome of SRD I
requires both systemic readiness and market prac-
tice harmonisation through the intermediary chain
—from central securities depositories (CSDs) all the
way through the chain to the last intermediary

before the shareholder.

What hadn't been expected was some partici-
pants in the intermediary chain not using the new
markets standards’MX 20022 messages for share-
holder identification requests, so we implemented
additional controls and processes to account

for this.

Charu Kirti Jain: SRD Il went live amidst COVID-19,
adapting market infrastructures and a scramble to
implement new messaging standards for commu-
nication around disclosures, meeting announce-
ments and proxy voting. In its first week of imple-
mentation, many issuers used the new standards
to announce their annual general meetings (AGMs)
and directly send meeting notifications, having
structured the agenda and content down the inter-
mediary chain to their investors. A number of issu-
ers also used this opportunity to request share-
holder identity from the intermediary chain by
issuing disclosure requests to their respective CSD,
using the new process flow. At a macro level, these
achievements are no less considering the extraor-
dinary year and the comprehensive industry efforts

that went into the implementation of SRD II.

However, a high-level technical integration and
establishment of key market procedures can only
be the first step towards achieving the overarch-
ing implementation imperatives laid down by the
European Commission. Now, more industry partic-
ipants need to move away from the manual pro-
cesses and adopt automation technologies, to pro-
cess and distribute issuer information as well as
to generate responses for the disclosure requests.
This transition will help them support the upcom-
ing volume season and ensure that SRD Il lives up

to its original promise to increase transparency in

Maciej Trybuchowski: Generally speak-
ing, it is still too early to tell for certain.

Intermediaries were prepared to var-

ying degrees, but we do not yet know

much about the readiness of the key

players, such as issuers.

However, from the perspective of the
Polish CSD (KDPW) the implementation
of SRD Il was a success. On 3 September,
we launched the shareholder identifica-
tion service as the recipient of replies to
company requests. By 25 September, we
received 22 requests from issuers whose
shares are recorded in KDPW. Five of

them have already received replies.

Shareholders Rights Directive I

shareholder identity, issuer to investor communi-

cations and flow of the votes.

On the buy side, we have seen firms provid-
ing specific documentation on their web-
sites with regards to SRD Il transparency objec-
tives. However, the adequacy of these transpar-
ency procedures and the need for any further
legislative proposals are up for review by the
European Commission before June 2022, when
they are expected to publish their report on SRD

Il implementation.

meeting service to ISO

not only SRD II-complian

all securities recorded in KD

integrated the general mee

cation with our innovative blockchain
solution supporting general meetings

for the use of eVoting.
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How does the directive specifically affect the asset servicing industry?

Trybuchowski: SRD Il regulates three core opera-
tional processes in the custody chain (from issuer
to investor): shareholder identification, general

meetings and corporate actions.

However, there are some doubts and uncertainty
in view of potentially different approaches and

interpretations.

First of all, SRD Il does not define clearly who the
shareholder is. SRD | defines ‘shareholder’ as the
natural or legal person that is recognised as a
shareholder under the applicable law. SRD Il gives
member states options on how they transpose
this into member state law. Finally, SRD Il allows
for national differences in many areas, including
the rules for the attribution of entitlements and
the rules for the exercise of rights (such as require-

ments for powers of attorney).

Baxter: The aim of the directive is to encourage
transparency and a greater level of engagement
between a company and its shareholders. It can
be difficult for a company to determine whom its
shareholders really are when they are somewhat
hidden within a chain of intermediaries and within
omnibus/nominee accounts. This can potentially
leave a company exposed and open to unwanted
shareholder influence if, for example, that share-
holder holds a much greater stake than is visible

to the company.

As a result of better engagement under SRD |,
things become much more transparent. Looking
at it from a shareholder perspective, the direc-
tive's purpose is to ensure shareholders are able
to exercise their right to vote at company meet-
ings. Current practices fall short because company
information doesn’t always filter through the chain

of intermediaries to shareholders. And votes being

Currently, under SRD 11, we are only looking to improve

the processing of disclosures and meetings. What we may

actually be doing, however, is laying the foundations
and paving the way for a full migration to I1SO 20022
for all corporate action types, not just these two

‘lost’ can mean the difference between a resolu-
tion being approved or not, the knock-on effect
of which could prove damaging to both the com-
pany and its shareholders. It's also worth highlight-
ing again, that the directive stipulates ISO 20022 as
the preferred ‘machine-readable’ format. As such
it is forcing those market participants affected by
SRD II, to adopt a new structure, and for me, this

is the exciting bit.

Currently, under SRD I, we are only looking to
improve the processing of disclosures and meet-
ings. What we may actually be doing, however, is
laying the foundations and paving the way for a
full migration to ISO 20022 for all corporate action
types, not just these two. And perhaps even more
significant is the fact that companies and their
agents are coming on board the ISO 20022 train,
which may have a much wider impact and lead

to a substantially improved corporate action

David Baxter

process across the market, not least because we
have corporate actions in a structured format from

the outset.

Jain: Aimed to improve corporate governance
and shareholder engagement in EU-listed compa-
nies, SRD Il lays down specific requirements that
are applicable for the asset servicing industry and
which largely fall under the definition of ‘financial

intermediaries’ under the directive.

The obligations under SRD Il are triggers for a
systemic change in European markets and the
financial intermediaries servicing them.The result-
ing imperatives for financial institutions acting
as intermediaries are to develop an electronic
mode of communication to disseminate meeting
and agenda details to their clients, capture vot-
ing preferences, confirm receipt of voting instruc-

tions and confirm the status of voting instructions;



develop the capability to process newly launched
ISO 20022 messaging and process flow for share-
holder identification requirements; and to develop
the capability to process ISO 20022 proxy voting
messages for transmission of meetings informa-
tion and voting instructions and corresponding

status without delay.

This requires technology intervention or out-
sourcing because many asset servicing firms
need to transition from a discretionary service
using manual processes to a mandatory service
with such elaborate electronic mechanisms and

I1SO messaging.

Bardini: The impact comes in many parts, one
being corporate actions management. SRD I

falls in this space, which is a quite complicated

Joe Mernagh: Aside from the mechan-
ics of quicker processing and greater
facilitation of investor rights, SRD
Il could be the catalyst to rethink

asset servicing.

One of the key sub-themes of SRD Il is
that in order to allow intermediaries to
provide corporate event notifications
to end-investors, a standardised har-
monised approach is required for pro-

cessing, starting with the issuers/issu-

ers agents. If an issuer, or its agent, were

to provide a full operational detail of
a corporate event, also referred to as

the golden operational record, it would

area and remains difficult to automate as it still
holds a lot of manual processing. The commu-
nication exchanges are often poorly format-
ted, with limited possibility to enhance straight-
through processing rates and it is relying on
a quite old SWIFT standard. This situation was
accepted by the market which had to work with
it. And now SRD Il is coming with a lot of new
features and is completely changing the rules.
Take a few examples: when a request for disclo-
sure is emitted, this request has to be forwarded
across a chain of players until it has met its final
destination, and this has to be achieved with
quite stringent deadlines. And some thresholds
and calculations need to be respected through-
out the processing. This will be very difficult
(or even impossible) to achieve without an

enhanced level of automation.

allow intermediaries to rely on its accu-
racy, removing duplication of effort,
interpretation issues, delays and costs
right the way through the chain. SRD Il

has opened up that conversation.

Shareholders Rights Directive I

As a result, in order to meet the expected speed
in transmission, and to boost automation, a new
standard has been created specifically for that. This
standard, based on I1SO 20022, is a new one much
richer in content, one which the industry is not
used to dealing with. The industry has to adapt
their backend systems to manage this standard.
The design of the flows is also unusual: with SRD
Il, the response to the request has to be sent most
of the time to a third party player who is not the
recipient which sent the request to you. You might
be asked to respond via a different channel than
the one on which you received the request. Again,
managing flows, understanding, interpreting and
sending the response to the right guy in the appro-
priate format and on the relevant rail is a challenge

as you can easily imagine.

Other aspects could be mentioned as well, such
as the level of security and confidentiality which
are required when you are managing sharehold-
ers names. But | think SRD Il is an opportunity to
rethink asset servicing in general, with more inter-
actions with shareholders, more transparency, and

more long term engagement from investors.

Derem: Intermediaries are the link between the
issuer and the shareholder, so they are the ones
that must provide the platform that enables share-
holders to engage, i.e. a voting platform. Due to
the timeliness and ‘undue delay’ requirements of
the directive, all intermediaries in the chain need
to be able to support some form of electronic pro-
cessing to ensure that information is passed up

and down the chain quickly and efficiently.

Therefore, timing is a key implication for the elec-
tronic same-day transmission of meeting infor-
mation, vote processing back to issues with-
out delay and the handling of issuer disclo-
sure requests within 24 hours. These aspects
of the regulation have forced the asset ser-
vicing industry to renew, and in most cases,

update processes.
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As calls for the directive to be delayed were rejected, how much of an

issue did this cause for the industry?

Baxter: Given the fact that those participants
who earlier this year, called for the directive to be
deferred by a year — which was rejected by the EC
— are now calling for any penalties for non compli-
ance to be waived, suggests it's a rather big issue.
The writing was on the wall back in April when the
first letter went out citing the COVID-19 and the
interruptions it had caused to operations and pro-

jects as a good reason to defer.

In a subsequent letter sent shortly before
SRD Il came into force, the group focused
upon ‘national transpositions’ i.e. how the
directive would be applied by member states,

and SRD Il being defined, mistakenly, as a

Charu Kirti Jain: Some industry partic-

ipants, including

the large market infra-

insti-

‘regulatory compliance project’ rather than
a ‘'market infrastructure project, the belief
being that full compliance by any individual
entity is dependent upon full compliance by

all entities.

There are arguments for and against what has
been written, but the fact that such time and effort
has been put into trying first to defer the imple-
mentation date and then to waive penalties for
non-compliance post implementation, indicates
that we may be some way off full compliance by all
entities. Something we can already evidence with
the continuing usage of MT messages, e-mails and

spreadsheet uploads.

working group to ensure SRD |l compliance
for the last two plus years. They had gone
through the regulation and its technical

mplementation in detail and had come

ate standards, direction and
2. We at IHS Markit had

r period to ensure
re in place for the
'his was to help
ith the technical
by the regulation

Mernagh: HSBC employed a large-scale pro-
gramme dedicated to delivering SRD Il-compliant

solutions by 3 September.

Originally, 10 June 2019 had been the deadline
by which EU countries were due to transpose
into law the SRD Il Directive. In reality, the dead-
line was missed by the vast majority of those coun-
tries and even today not all of those markets have
transposed. This has a knock-on effect for interme-
diaries, raising questions such as: What securities
are in scope per market? How does each market
define a shareholder according to SRD I1? These
questions matter when it comes to building sys-

temic solutions.

Although a wide majority of the EU coun-
tries had passed respective legislations
to implement SRD Il, some had it still
outstanding when the calls to delay the
implementation were rejected by the EC.
This decision led to the passage of more
national transpositions over the summer,
thereby pushing respective market par-
ticipants towards compliance certainty.
This created implementation pressures
for those firms that had delayed their com-
pliance planning. But a wide majority of
the industry went into compliance as per
the planned deadline. Any outstanding
hurdles and issues are being addressed
by the industry to achieve higher degrees
of compliance before the volumes hit in

early 2021.

www.assetservicingtimes.com
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The exceptional situation and the pressure
on the market due to the COVID-19

pandemic was advocating in favour of

such a delay. But the date was preserved,

leading tfoa fmgmented and beterogeneous

level of readiness from the mar/eel;blace

While most ﬁnancial institutions were able to

move to work from home set-up quickly, this

did not eliminate the real day-to-day challenges
experienced by staff at the height of the pandemic

Bardini: The industry was clearly expecting a
delay and even anticipating this delay by putting
SRD I projects lower in their agenda. The excep-
tional situation and the pressure on the market
due to the COVID-19 pandemic was advocating in
favour of such a delay. But the date was preserved,
leading to a fragmented and heterogeneous level
of readiness from the marketplace, with many tac-
tical implementations done in emergency condi-
tions. We still see a lot of non-structured narra-
tive exchanges, a lot of questions on how to cope
with SRD I, and there will be quite in depth tun-
ing to be achieved before we see a frictionless

SRD Il landscape.

On the other end, we could have also anticipated

the preservation of the go-live date because the

Demi Derem

COVID-19 pandemic created a lot of market vola-
tility with some companies being heavily impacted.
We can understand that SRD Il was perceived by
the regulator as an option for the issuers to com-
municate with the shareholders to reassure them
on their investments and to share their strategy in

front of the situation.

Derem: Undoubtedly the global pandemic
caused many issues for the industry. While
most financial institutions were able to move
to work from home set-up quickly, this did
not eliminate the real day-to-day challenges
experienced by staff at the height of the pan-
demic. Safety of staff, looking after loved ones,
home essentials rightly were the priority at

the time.

Daniel Bardini

Trybuchowski: There are several open issues to be
clarified, as summarised in the joint letter of many
market organisations, including the European
Central Securities Depositories Association
(ECSDA) presented on 1 September 2020 to the EC
and the European Securities and Markets Authority
(ESMA). The letter outlines the current difficulties
of the SRD Il implementation due to differences
in the national transposition and national appli-
cability of SRD Il rules, and the timing of national
transpositions, so that market infrastructure enti-
ties and market participants have had insufficient
time to build fully SRD ll-compliant processes.
The impact of the differences in national trans-
positions and of the timing of national transposi-
tions, has been exacerbated by the effects of the
COVID-19 pandemic.

www.assetservicingtimes.com
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Looking longer-term, do you believe SRD II will accomplish

its objectives?

flbrougb EC intervention there is now a clearer
understanding that through better issuer/
shareholder en gagement all market participants

stand to benefit, not just the intermediaries

David Baxter

David Baxter: Yes, | think it will, but
more than that | think it could be the
catalyst for greater change longer term.
| can’t remember the last time the reg-
ulator got involved specifically in the
world of corporate actions but | see it
as something very positive. The topic
of better engagement with issuers/
issuer agents is not new. Tagging cor-
porate action data at the issuer end
using extensible business reporting lan-
guage (XBRL) was touted as the answer
some time ago. It didn’t happen, not
least because it was clear that all the
effort and cost would fall to the issuer
(or issuer agent) with very little bene-
fit in return. It was in fact the interme-

diaries that would pick up virtually all

of the benefit. The general consensus
thereafter was that nothing would really
change unless regulation forced the
issue. That's exactly what has happened,
albeit with respect to only a couple of
corporate action types and specifically
in relation to European equities. And
even if the directive is deemed a market
infrastructure project rather than a reg-

ulation, the process has started.

Through EC intervention there is now
a clearer understanding that through
better issuer/shareholder engagement
all market participants stand to benefit,
not just the intermediaries. SRD Il will
accomplish its objectives, but has the

potential to go even further.
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SRD II also empowers
investors much more
than before, and this
is appreciated by the

market. In this context,

SRD IIis meeting
evolving customer
expectations. I bet
on the development
of SRD III in
the mid-term

Daniel Bardini

Mernagh: In relation to Chapter 1a of SRD II, the
objectives were to identify shareholders, transmit
information to them and facilitate the exercise of

their shareholder rights.

To fully achieve these objectives, there is more
work to be done. Indeed, the EC has recognised the
industry’s concerns and, as per, the EC's new Capital
Markets Union Action plan, they agreed “to assess
the possibility of introducing an EU-wide, harmo-
nised definition of ‘shareholder, and if and how the
rules governing the interaction between investors,
intermediaries and issuers as regards the exercise of
voting rights and corporate action processing can be

further clarified and harmonised”.

Trybuchowski: If the directive’s objective is to
change the relationship between issuers and inves-
tors, we can say that yes, the goal will be achieved.
But, if the objective is to improve European financial
stability by boosting shareholder loyalty and limit-
ing short-term and speculative behaviour, it is diffi-

cult to predict the effects.

How will issuers use their newly acquired better
knowledge of their investors? Will they be able to
communicate better with shareholders? How will
issuers interact with shareholders to ensure greater
attendance and engagement at AGMs? Will this
affect new corporate governance regulations? All

this depends on the issuers.

Derem: Yes. | can see a time in the not so distant
future where the spirit of the directive, local trans-
positions and market guidelines all come into align-
ment - when this happens, the objectives of the

directive will be met.

Jain: In the longer term, it will be important to dif-
ferentiate tangibles from the intangibles. If we look
at implementing regulation 2018/1212 and its asso-
ciated provisions, the industry leaders/market infra-
structures have invested enough to accomplish

objectives as envisaged by the EC.

Shareholders Rights Directive I

However, it will be interesting to see if any of these
leading firms can publish actual comparative per-
centages from the previous years for the data trans-
mission on AGM announcements or the disclosures

processed by them.

Any statistical inputs on the timeliness of informa-
tion flow, for example, decrease in processing time
at each intermediary level, decrease in transmis-
sion time from issuer to actual investors on AGM
and agenda information and vice versa for voting
instructions, can easily help establish the achieve-

ment of SRD Il objectives.

Similarly, the quality of data being received elec-
tronically will help shareholders vote on agenda
by agenda level rather than voting amass across all

agenda items.

On another key objective, the issuers will be able
to request and identify shareholders in a simpli-
fied way via the intermediary chain without incur-
ring any exorbitant costs, especially in cross-bor-
der investments and will be able to better engage

with them.

The higher degrees of compliance over the longer
term will also help accomplish the intangibles like
increased transparency, thereby better investor con-
fidence into the company’s dealings, more scrutiny
and review of the agenda actions and thus probably
more actions taken towards the long-term sustaina-

bility of the companies.

Bardini: These types of directive will expand.
Investors will like it because they need transpar-
ency and they are looking at companies with strong
rates in governance; and SRD Il is part of that. SRD
Il also empowers investors much more than before,

and this is appreciated by the market.

In this context, SRD Il is meeting evolving customer
expectations. | bet on the development of SRD Ill in

the mid-term.
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What opportunities has SRD II provided to the industry?

Improq)ed corporate governance and better

communication between issuers and investors

is the obvious win.

By necessity, it's also prompted many intermediaries

to rethink and invest in their technology

Trybuchowski: New regulations allow costs to be
reduced for intermediaries in charge of processes
associated with the exercise of shareholder rights
such as voting, shareholder identification, general
meetings and corporate actions, ultimately to the

benefit of end investors.

SRD Il allows CSDs to comply more easily with
CSDR (Article 23 (3) and Article 49 (1)) on CSDs
providing services to issuers located in the other

member states.

Itis also an opportunity to facilitate the use of new
technologies, such as DLT, that support the voting

and corporate action processes.

Derem: Improved corporate governance and bet-
ter communication between issuers and investors
is the obvious win. By necessity, it's also prompted

many intermediaries to rethink and invest in their

Demi Derim

technology, leading to higher levels of efficiency
and an enhanced, and more empowering end-cli-

ent experience.

Baxter: SRD Il is a fabulous opportunity to increase
efficiencies in the processing of corporate actions.
This is the first step to engaging properly with
issuing companies and their agents. It opens up
the real possibility of corporate action announce-
ments becoming available and consumable by all

market participants on the announcement day.

The introduction of 1SO 20022 as the mechanism
by which issuers can communicate out, means
we are laying the foundations that will enable
us to go beyond shareholder disclosures and
meetings and tackle all of the other corporate
actions using the same format. Having a struc-
tured message from the outset means the pro-

cessing of data along the chain should be far more

efficient. Not only does it mean the likelihood of
error due to misinterpretation is reduced but also
the speed at which the announcement is pro-
cessed should increase. This can not occur unless
all market participants are ISO 20022 compliant
but SRD Il is forcing change, albeit for disclosures
and meetings only at this stage. Imagine a corpo-
rate action world that has migrated fully to ISO
20022 and communications between all partici-
pants is a reality. Errors should come down, pro-
cessing speeds should go up and the knock-on
effect of this may mean that deadlines set by cus-
todians and others are closer aligned with mar-
ket deadlines reducing the potential for subopti-
mal decision making on voluntary events, by way

of example.
Go beyond all of this though and the possibility

for a central ‘announcement’ market utility that

all market participants could subscribe to begins

www.assetservicingtimes.com



to take shape. The benefits of having digitally
notarised source accurate data available in a stand-
ard format ready for consumption on announce-
ment day are many. To those at the end of the pro-
cessing chain, it means they are able to under-
stand the economics of any corporate action
immediately and without having to wait for exter-
nal providers to deliver their interpretation, which

may, of course, be inaccurate.

Mernagh: The opportunity here is a chance to
reorganise asset servicing for optimal process-
ing. Corporate events, in particular general meet-
ing and disclosure request messaging, are not
optimally structured for clean quick process-
ing. SRD Il has pushed the development of new
messages and the use of the MX format to be
the market standard. This should allow for more
straight-through processing and, overall, a more
efficient industry; however, for this to work end-

to-end, the onus is on the issuer community

to provide all the required operational infor-
mation to the central securities depository, as

the first intermediary.

Jain: SRD Il has introduced definite technical
requirements to facilitate identification of share-
holders, the transmission of information without
delay and facilitation of the shareholder rights.
These requirements provide enough impe-
tus to the asset servicing industry to increase
the transparency between the issuers and

the investors.

The first transparency opportunity came in the
form of the definition of a new ISO-based stand-
ard for shareholder identification, by the working
group that included participants across the indus-
try spectrum. The new standard has helped to har-
monise the content around shareholder identity as
well as automate the information flow between

the issuers and the intermediary chain.

Daniel Bardini: Opportunities can be
seen at various levels. As an example,
SRD Il is providing transparency to the
investors so it is an opportunity for com-
panies to favour longer-term invest-
ments. It is also providing the base for
more communication between issuers
and investors, and this should strengthen
relationships between players. The direc-
tive also provides issuers with more
options to position and disclose their

strategies in order to gain market share.

SRD Il is a new type of corporate action

designed with new flows and new stand-

ards aiming at more automation and

more speed. This increased level of

Shareholders Rights Directive Il
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The next transparency, as well as efficiency oppor-
tunity, is on the meeting agenda and the proxy
voting that will now be processed without undue
delay through the intermediary chain. Using SRD
Il as a lever for driving change, the working group
accepted and refined ISO 20022 proxy voting mes-
sage set to standardise and structure the content

for meeting announcements and proxy voting.

This has eventually led to more harmonised con-
tent and automation of information flow on AGMs

and corresponding agenda.

The end investors are expected to get sufficient
time to review and deliberate on various agenda

items before submitting their voting instructions.

Thus, in addition to increased transparency, the
industry will benefit from the timely delivery of
quality information for disclosures and AGM pro-

cedures by using automated messaging protocols.

automation could be replicated for the
other corporate actions, still quite man-
ual, and for other lines of business in
general, giving an opportunity to reduce
costs and to improve profitability. For
other players such as software vendors,
it is an opportunity to build new solu-

tions and to innovate in this space.

But this will also increase competition
and it could be a threat for some inter-
mediaries to be disintermediated on the
mid-term. The way SRD Il is designed
could favour direct communication
between issuers (or their representa-
tive) and their shareholders, without the

need to involve intermediaries.
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Maddie Saghir reports

With payments becoming faster, digital, frictionless

and invisible, collaboration between fintechs and banks

will be key for future innovation and development in the

payments space

In a world driven by technology, the landscape of the payments industry has

gathered more pace than ever before in the last 12 months.

The mixture of technology and innovation has encouraged industry players
in the payments space to embrace new technologies to further improve the

user experience.

The UK has been accustomed to faster payments for a while, so while it
might seem like old news, but there are plenty of countries — even devel-
oped economies — that don't have a real-time payment service similar to

faster payments.

Vinay Prabhakar, vice president, product marketing, Volante Technologies,

suggests Canada is a good example of this.

However, Prabhakar says many countries are implementing real-time pay-

ment systems and traction has picked up in the last 12 months.
The ongoing COVID-19 pandemic has proven to be a catalyst in the adoption

of digital payments especially contactless payments making it a table stake

requirement for customers looking for new cards.

images by christian_horz/adobe.stock.com

The resilience of the payments industry has been tested due to a sud-
den surge in transaction volumes. Santosh Tripathy, practice lead, digi-
tal payments of SmartStream, explains that the industry has responded
brilliantly with greater collaboration between participants. Tripathy
says: “There has been a steady rise in the adoption of real-time pay-
ments and open banking use cases across the board, which in itself is

very promising.”’

Although the trends continue to be in the space of instant payments, open
banking, blockchain, e-wallets, contactless payments and Central Bank Digital
Currency (CBDQ) initiatives, a very interesting trend, according to Tripathy, has

been the inception and growth of domestic/regional card networks globally.

Tripathy noted that the National Payments Corporation of India (NPCl) has
launched its international subsidiary NPCl International to take its popular
instant payment service Unified Payments Interface (UPI) and card network

RuPay to international markets.
Elsewhere, 16 banks from Germany, France and three other eurozone coun-

tries are working on a‘truly European’ payments system that shall act as a rival

to global card networks Mastercard and Visa.

www.assetservicingtimes.com
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Other advantages of the cloud include cost reduction and being able to
reduce the operating costs of processing a payment by moving the same vol-

ume and the same customers to the cloud.

He explains: “That’s a big deal because in a price competitive market it is

hard to increase revenue and customers, but you can look to manage costs.
Often, these banks are focused on the . _ o _
With the pandemic, we are seeing a big focus on cost reduction and cost effi-

ambition of becoming authorised and ciency driven by that”
lose the long term focus of becoming

a sustainable business or fail to o .
Interest in 1nnovation

appreciate the ongoing need to invest
in systems and CO?’Zt?’OlS to ensure The payments industry and the regulators have slowly started to take cogni-

they 7'(37)2ﬂi7l commensurate ZUlt}J the sance of the lack of investments and innovation in the operations and con-
trol space, according to Tripathy.

evolving needs of the business
The Prudential Regulation Authority (PRA) has launched a consultation paper
“Non-systemic UK banks: The PRA’s approach to new and growing banks” to
discuss how to supervise and manage new and growing non-systematic

UK banks.

Tripathy says the PRA has noticed that many of these new banks have under-
Central banks globally are not only pushing and adapting to real-time pay-  estimated the development required to become a successful and estab-
ments and open banking, Tripathy says some of them are exploring the fea-  lished bank.
sibility and benefits of CBDC.
“Often, these banks are focused on the ambition of becoming authorised and
lose the long term focus of becoming a sustainable business or fail to appreci-
Head in the cloud ate the ongoing need to invest in systems and controls to ensure they remain
commensurate with the evolving needs of the business’, he added.
The adoption of cloud is a trend that has been around for a while but has been
heightened during the pandemic. The lacunas in the operations control has shocked the payments industry
time and time again with its “ill-effects” causing financial and reputational
Although more of a technology trend, the number of banks that  risks for organisations.
are committing to moving their payments processing structure to
the cloud or working with fintechs who provide payments as a service  Tripathy explains that the collapse of Wirecard is a case in point on how the
in the cloud, is going up “significantly”, according to Prabhakar. He sug- industry can avoid such shocks with appropriate checks and balances.
gests the pandemic has acted as a driver to increase demand and
accelerate urgency. But, the good news is that the industry need not wait as the technology and
relevant solutions are available that can be leveraged immediately, he sug-
“As a bank or financial institution, if most of your staff are working fromhome  gests that innovations in artificial intelligence and machine learning “could
it doesn’'t make sense to run your own data centres. In fact, it is problematic not have come at more of an opportune time”.
if machines are housed in buildings and your staff cannot access them, this
causes resiliency and business continuity issues, as well as security concerns’, Elsewhere, Prabhakar notes that there is not a lack of innovation, it is not

Prabhakar added. evenly distributed.



Using the example of cross-border payments, he says:“It used to be that if you
wanted to move money from one bank account to another and one country
to another then as a bank, SWIFT was one of the only options but now both

banks and consumer businesses have a lot of options.”

More options such as Ripple, which has a blockchain-based network, Visa
B2B, TransferWise, Paypal Xoom, among others, have been introduced to
the market. The availability of the new platforms is the result of innovation

in the last few years.

However, Prabhakar identifies that innovation is only happening in certain
areas; innovation is being experienced more so by fintechs and challenger

banks rather than by traditional banks.

A lot of traditional banks are changing at a slower pace and still offering the
same corporate and small business services that they were one year, two

years, or even five years ago.

However, he suggests this is “on the cusp of change” as banks need to be
more competitive and look at the different ways to deliver new services to

their end clients.

Also weighing in, Andy Schmidt, global industry lead, banking at CGlI, says:
“There isn't a lack of innovation in payments in terms of technology, rather,

there is a lack of imagination in terms of use cases for this technology”

For example, Schmidt asks why has it taken so long for faster payments to

catch on?

“There is a lack of compelling use cases and value creation given that there are

plenty of other payment rails that are fast enough’, he adds.

Is collaboration key?

Collaboration can come in many shapes and sizes. Some of the best collabo-
rations are between traditional banks and fintechs as they have an extremely

complementary approach, working hand in hand to learn from each other.

Tripathy believes that collaboration within the payments industry is the way
forward to approach the challenges for participants whether it be in the form
of share, survival or growth. He explains: “There is no need to shelve impor-
tant but time-consuming enhancements for the want of time and resources.

The industry can leverage the specialists to handle it for them. The payments

Payments Focus

There is no need to shelve
important but time-consuming
enhancements for the want
of time and resources. The
industry can leverage the
specialists to handle it for
them. The payments industry is
looking to outsource some of the
routine but critical functions
in operations to partners

industry is looking to outsource some of the routine but critical functions in

operations to partners.”

It was noted that it would allow “transparency, greater control and would free

resources to focus on their key functions”.

While banks are not as good at being agile, providing new product develop-
ment or customer experience, fintechs are able to deliver those qualities. And
on the other hand, banks are very good at regulatory compliance and trusted

by the industry, something that fintechs could be seen to lack.

Experts also affirm that the size of the firm is not really relevant. Prabhakar
notes that whatever the size, the fintech must be the right fit for the bank, for
example, banks should look to partner with firms that have modern technol-

ogy stacks that can think and move like tech startups.

Firms of any size, if they are structured correctly can move very quickly. He
says: “There is no one right way of working with fintechs either, it could
be a pure partnership-based collaboration or it could be that the bank
makes an investment in a fintech. Sometimes banks create their own fin-
tech subsidiaries. Collaboration has many different flavours regardless

of size!
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What’s next?

The challenges are often intermingled with the opportunities so, despite the
challenging demands of the pandemic, opportunities in innovation can be

made in this space.

Experts predict an expansion of real-time payments and open banking
Digital banks licensing norms use cases.

would be eased even further

Artificial intelligence, machine learning, blockchain and cloud-based technol-
and we shall see new entrants.
ogy will drive innovations and fintechs will continue to push the boundaries

along with challenger banks, according to Tripathy.

Iﬂm ﬂlso expecting Cenl’rﬂl He adds: “Digital banks licensing norms would be eased even further

bﬂi’lk dlgltdl currencies to and we shall see new entrants. | am also expecting central bank dig-
. P t_ . dd _t, ital currencies to gain traction in addition to other blockchain-based
gﬂlﬂ raciion in a ion

to other blockchain-based

paymem‘ solm‘ions Although it is always hard to make predictions, because of events such as
the ongoing COVID-19 pandemic, Prabhakar suggests that because bank-

payment solutions.”

ing and payments are essentially stable industries, there will be innovation

and further change.

He believes this change will be based on an acceleration of existing trends

rather than the birth of brand new ones.

“For example, an increase in digital payments volumes with more banks
Elsewhere, Tripathy suggests the payment industry is on the cusp of“momen- ~ moving to the cloud, which is going to become the norm for deliv-
tous revolutions that would change the world of payments we know". ering payment services. In eighteen months the industry will still be
grappling with the impacts of real-time payments, ISO 20022, and
The payments are becoming faster, digital, frictionless and invisible. open banking, so any truly new trend would not kick in until later,”
Prabhakar adds.
He says: “The ecosystem is changing and rewarding the ones most respon-
sive to change” These new payment services are more likely to be delivered by fintechs rather
than banks in collaboration environments. He notes that there will be more
Schmidt also stresses the importance of collaboration in payments, highlight-  real-time experiences, greater use of the data in 1ISO 20022, which will help
ing how “essential” it is right now. drive analytics as well as the kind of data that is common in other areas such
as social networks.
“The fintechs play an essential role in that this is where many of the ground-
breaking opportunities continue to come from,” Schmidt said. He concludes: “When you consider social networks, they are essentially run-
ning their businesses on the data in their networks. Today, banks make very
However, he believes the challenge is in getting the banks and the payment little use of the payment data that flows through their accounts and | believe
networks to adopt and adapt these ideas into meaningful customer outcomes we will see more use being made of that data as is possible from a regula-

and revenue streams. tory perspective.”
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Rising above the surface

Maddie Saghir reports

India’s financial services market is continuing to grow

from strength to strength, with some experts arguing the

country should now shed its tag as an ‘emerging market’

because of its success

It's one of the most important markets for asset managers and consequently
for asset service providers too. India made a name for itself in Asia’s mar-
ket since its National Stock Exchange began operations in 1994. But the
regulation requirements in India are often described as “cumbersome” and

“ever changing”

With the emergence of boutique investment managers in India, servicing
requirements are getting customised accordingly. Effectively, fund account-

ing and regulatory reporting are being bundled with custody services.

Most custodians are currently working towards Securities and
Exchange Board of India (SEBI) reporting along with holding securities

and accounting.

SANNE's India head of business development Khushboo Chopra says that the
ever-changing regulatory framework can lead to change in underlying sys-

tems and platforms.

Chopra comments: “A good example being the latest change in margin
requirements for cash equity trades/introduction of physical settlement in
the derivatives segment and intraday monitoring of limits by clearing mem-

bers for derivative trades, which is being introduced from 1 January 2021

Amid regulatory challenges, technology is beginning to take centre stage in
order to achieve operational efficiency and maintain customer engagement.
Technologies like artificial intelligence (Al) have the ability to remove manual

tasks and enhance the regulatory reporting process and this is particularly

www.assetservicingtimes.com
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making waves here. In addition, asset servicing companies are moving from what can be outsourced by investors to further allow asset service providers

straight-through processing (STP) to no-touch processing (NTP) in India. to put forth unique solutions.

More positive news for India is the flourish of growth in the alternatives indus-  “The focus also needs to shift from pure back office, as currently is the case,
try which is demonstrating an increase in money and pension funds. to the inclusion of mid-office activities that will provide further impetus for
the asset servicing industry to grow. Such regulatory changes will create a
There is also a sharp shift in asset allocation to India as well, which comes as paradigm shift, allowing the asset servicing industry to capture the opportu-
the people of India pay less attention to traditional avenues such as gold, and nities through full use of data and technology-backed solutions,’ says Rathi.
more towards financial assets.
Further opportunities here include servicing family offices and continuing
India can also proudly boast of having an extremely successful futures and the focus on offshoring asset servicing work to India.
options market (F&O). Last year, India’s National Stock Exchange traded
approximately 6 billion derivative contracts, which represented a 58 percent On the technological side of things, keeping costs down will be key when
year-on-year growth — the most in the world. using technology to unlock opportunities, specifically when it comes to
data opportunities.
Anuj Rathi, head of securities services, India, HSBC, explains: “The exchange
has been a pioneer in using technology to bring exchange products within Now more than ever, people are seeing the art of creating, capturing and uti-
greater reach of retail investors along with institutional investors. A steady lising data as a top priority as it can open up all kinds of revenue opportuni-
supply of new products and a robust risk management framework have fur-  ties and empower decision making.
ther supported the growth.”
Rathi affirms: “Disruption through data and technology is very real and very
The momentum of this success is expected to continue with product inno-  visible in the current times, with asset servicing participants and the regulators
vation, reducing the cost of transactions and encouraging a wider participa-  continuously looking to use technology to enhance the customer experience.”
tion from domestic investors.
For example, in its quest to digitise, SEBI has introduced a common appli-
“This trend and appetite will continue with the bulls seemingly using any cation form (CAF), an online platform to simplify the registration process for
decline as a buying opportunity,” predicts SmartStream’s senior vice president foreign investors.
of Europe, the Middle East and Africa (EMEA) Pritesh Kotecha.
Elsewhere, technology such as robotic process automation (RPA) is showing
the potential to deploy data and technology solutions to further improve

Opportunities ahead ways of working, and it is just at the tip of the iceberg.

Amid success in India’s capital markets, experts suggest there will be a corre-  “As assets under administration and assets under custody (AUA/AUC) volumes

sponding growth in demand for the asset servicing industry as well. grow, the winners will be those that have deep partnerships with fintech firms
who already provide rich and deep Al capabilities in order to drive both effi-

Opportunities include traditional asset classes serviced via the usual brick-  ciencies and revenue opportunities. Al is not the answer to everything,’ says

and-mortar asset servicing model catering to both foreign and domestic SmartStream'’s Kotecha.

investors; newer products and areas such as GIFT-City, commodities etc;

and the burgeoning outsourcing industry, which has already seen sev-  However, he warns Al is not the answer to everything. Instead, he stipulates

eral large asset service providers set up shop to handle their global back-  that“focus has to be myopic to address specific and persistent problem areas

office operations. rather than the traditional ‘mile wide’ approach”.

While these opportunities will require innovation and technology, HSBC's According to Koteca, they are already seeing results from both international

Rathi says there is a need to “simplify and broaden” the regulatory scope for ~ and domestic players who have engaged with companies who have already
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embedded Al to remove manual tasks within reconciliation and trade breaks,

trade processing, and reporting for regulators and clients.

Offering further potential opportunities in India is the Vajra Platform, a dis-
tributed ledger technology (DLT) system for automated payment, clearing A /eey cballenge iS 10 ensure domestic

and settlement, which the National Payments Corporation of India (NPCI) is
set to introduce. asset Servzcmgplﬂyers Cﬂpture thezr

fair share of this opportunity and

Distributed ledger has the ability to give control of all its information and

transactions to the users and can promote transparency. Back in January, dO not ﬂllOlU the mternﬂtzonﬂl

NCPI highlighted that a permissioned network will be set up so that only giants to ta/ee ﬂll ofthe Rﬂb?’i
the parties who have been approved by the Network Administrator can be

a part of the network.

“This platform will be beneficial for payment companies to make their pro-
cess seamless also in addition DLT will help in making it easier to track
and resolve payments. In addition to securing payments, this block-  Butchoppy waters and the current climate with challenges around COVID-19
chain-based technology will also help the Unique Identification Authority have rocked the boat slightly and could potentially capsize this going forward.
of India (UIDAI) in facilitating Aadhaar authentication,” comments
SANNE's Chopra. “A key challenge is to ensure domestic asset servicing players capture their
fair share of this opportunity and do not allow the international giants to
Meanwhile, RBI has also shown interest in developing India’s own digital cur-  take all of the Rabri”
rency in India and is thinking about developing a sovereign digital currency
in the country and will be releasing it appropriately. India also recently encountered a setback on GDP numbers, but HSBC's Rathi
highlights India is expected to bounce back strongly as the fundamentals
Chopra highlights: “This is a truly world leading initiative and could help India remain strong fuelling a percent plus growth rate post pandemic.
leapfrog ahead in the DLT space”
Rather a double-edged sword, the pandemic can also be seen as an oppor-
tunity for India to undertake major reforms that could help benefit the mar-
An established market ket even further. While India’s F&O market, for example, is developed, corpo-
rate debt markets could be improved to achieve an established status. Labour
So while much of the asset servicing space in India has experienced growth,  and land reforms as well as improvements to the privatisation and divestment
can it still be said that India is an emerging market? According to experts, ~ programme could also help further strengthen the momentum.
India is the fifth-largest economy in nominal terms and the third largest in
purchasing power parity terms. It also remains one of the fastest-growing  “The best way to keep the momentum going is for the policy-makers to cre-
major economies. ate an environment for wider investor participation such as retail, domestic
and cross-border institutional. A broader market is not only deep but it also
“If Plato’s claim that ‘Necessity is the mother of Innovation’is to be embraced, ~ helps steer it towards efficiency and innovation that will be the key in times
then the next few years should represent a perfect storm for India’s asset ser-  to come. Indian markets will surely benefit by inclusion/ increased weightage
vicing space,” says Kotecha. in global equity and bond indices and there should be a concerted effort
towards the same!”
Rising AUA/AUC coupled with the promise of Al technology to reduce costs
by 30 to 40 percent, driven by India’s mature and bullish investors, pointsto ~ “As a conclusion, it is probably time for India to shed the tag of an emerging

opportunity and growth. market,’ concludes Rathi.
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What has COVID-19 done for

the cause of green finance?

Guernsey Finance ran a webinar as an official event of Climate Week NYC which drew a
high-level panel. Here we highlight the key contributions from Guy Hands of Terra Firma,
Gillian Tett of the Financial Times in the US, and Anastasia Amoroso of J.P. Morgan

I see a very strong link between the health
care issue and the climate change issue.
At the beginning of the pandemic, many
hailed the fall in CO2 emissions when the
economies shut down and CO2 emissions
fell. But the real lesson learned here is that
climate change is not about shutting down
certain economic activities, it's the ability
to carry out that activity, but in a cleaner

and greener way.

I think the role of private capital in carry-
ing out these cleaner and greener solu-
tions is very much top of mind for inves-
tors. We've had significant interest from
investors, especially this year, not only in
putting money to work in ESG assets, but
also really seeing some of those returns

come through.

Investors over the years have had to choose
the morally responsible thing to do against
the one that’s going to gain yield and finan-
cial results. Those two stars are finally

aligned today. Investing in climate change

and renewables is no longer just a respon-
sible thing to do, it’s increasingly the eco-

nomic thing to do.

We are seeing significant growth in the ESG
funds that are being offered globally, and,
importantly, in the assets that are flow-
ing to those funds. We've seen billions of
dollars going into ESG assets, and | don’t
think this is coincidence or an off year. This
is the start of what is going to be a longer-

term trend.

At J.P. Morgan, we're making 100 percent
commitment to ESG integrated assets, so
all of the funds that we have on the plat-
form already take into account the finan-
cially material ESG factors, and | think that’s

here to stay.

This is not just the right thing to do, this
actually makes sense for the portfolio,
because that’s where returns are. This is
going to go from niche to mainstream over

the next few years.

Anastasia Amoroso
Executive director
Head of investment strategy

J.P. Morgan Private Bank
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| was brought up believing that we were

meant to leave the world a better place
for the next generation, and | have to say
I don’t think my generation has been suc-

cessful in doing that.

But it is clear to me that the younger gen-
eration is really focused on environmental
issues and any major company, any major

brand, will ignore them at their peril.

| really believe that the youth of today
have a very different agenda, and it’s
much more about a balanced world. It’s

about sustainability, it's about being

We wondered if COVID was going to com-
pletely crowd everything out, and in fact,
quite the reverse has happened. We've
actually seen a dramatic increase in reader
interest on Moral Money, the FT’s platform
on environmental, social and governance

(ESG) investment.

One of the most interesting things about
what we're seeing from the Moral Money
platform is our engagement levels and the
degree to which people open the email
and pass it on to colleagues is much higher
than for any other topic, which makes me

think there’s a real grassroots information

willing to give up economic growth for a

better environment.

And if big companies miss that trend,
my personal view is they won't succeed

very long.

We owe it to our children and their chil-
dren to start making some really passion-
ate moves. We are spending trillions on
COVID-19, and if we spent similar sort of
money on trying to find some real positive
solutions on how the world can develop,
but at the same time not destroy itself, we

would make enormous progress.

snowball happening, as people tell other
people inside companies that they need

to pay attention to this stuff.

This has tilted the balance away from just
E in ESG, towards the S and G as well, but
they are interrelated. And | think the cli-
mate crisis and the pandemic has shown us

three things.

Firstly, science matters and you ignore that
at your peril. Secondly, we do live in a glob-
ally interconnected world. And thirdly, that
behavioural change is possible, not just at

the individual level.

I‘l

Green Finance
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Guy Hands
Chairman and founder

Terra Firma

Gillian Tett
Editor-at-large, US

Chair of the editorial board

Financial Times
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Deutsche Bank
Global Transaction Banking

We're not just providing custody services.

We're creating solutions that focus on
your post-trade goals.

#Positivelmpact

Find out more at cib.db.com/solutions/securities-services/
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Traiana on the buy-side’s
increasing adoption of post
trade technology

Head of product strategy for CME Group Traiana
Steve French discusses how the buy-side is
adopting the latest post-trade technology

Post-Trade Technology
41

How has the post-trade world been
impacted by the COVID-19 pandemic?

The current situation has been dominating every
aspect of the financial markets and our day to day
lives. It’s also impacting Traiana on a number of dif-
ferent levels. We have seen huge increases in trade
volumes across our network for all asset classes.
All our staff have had to work from home, but all
required connectivity, allocation processing, and
matching, all the way down to the end of the trade
lifecycle at settlement and clearing have worked

extraordinarily well.

www.assetservicingtimes.com




How big does a fund need to be before
it considers post-trade solutions offered
by Traiana?

With everybody we work with from the tier ones
to the smaller hedge funds, we always find some
element of manual processing that takes place -
whether that’s from the front to the back office or
down to settlement. So, it's not about the size -
it's about the number of counterparties. Whether
there have been any acquisitions resulting in mul-
tiple internal systems, is there one system looking

after just one asset class?

We think that most things can be automated. So,
it's not so much the size - it’s a mindset change
to see which manual post-trade services can be
automated. It is technology, now more than ever,
that is going to be helping people during this dif-
ficult period.

Where would you expect hedge
funds to increase their spend in the
coming months?

With the post-trade side of things, it's more about
reconciliation - so looking for those optimisations
in the post-trade processing trade lifecycle. People
are thinking more holistically about what prob-
lems they have today, and how and where they're

going to save money.

Where is the change coming from?

Most of the industry has been focused on regula-
tion, since 2008 and before with the first Markets
in Financial Instruments Directive (MiFID 1), so
we've had a whole generation of people working
on nothing but regulation with a lot of investment
in the front office, and not so much the back and

post-trade side of things.

There will always be innovation in the front office,

but what we're seeing now is clients looking to

Post-Trade Technology
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“We think that most things can
be automated. So, it’s not so
much the size - it’s a mindset

change. It is technology, now
more than ever, that is going to
be helping people during this
difficult period”

optimise post-trade events. There’s operational
cost, and where there’s cost, there’s operational
risk. Most of the conversations that we're hav-
ing now are around how to smooth out those

touch points.

Clients are asking, rather than having multiple
connections out to multiple vendors, can | do it
using a more consolidated vendor approach? At
one extreme, people are looking at blockchain
and maybe moving to a quicker settlement model.
The best thinking now is focusing on how you can
reduce the cost, looking at every single process
that you've got in-house, and then thinking about

where you can automate.

Which asset classes are taking up the most
time and why?

Historically, everybody looked at asset classes and
different securities in silos. And what we're see-
ing now, especially from the buy-side, is a push

to standardise along with the greater usage of

industry-standard protocols, such as FIX, to try
to move everything to look almost the same on
T-zero (on trade date) and then on T-plus. Then
you've got nuances, whether it's an interest rate
swap or whether it's a synthetic instrument -
things have to be dealt with differently. But there's
definitely a push, led by the buy-side, to try and
move everything to look the same from execu-
tion to trade matching, and the brokers themselves
are actually stepping up to the plate with this
approach as well. It will take a few years, but what
you are going to see is this consolidation down
into common workflows using industry-stand-

ard protocols.

We're seeing a move to an event-driven archi-
tecture. You can interact with your front-to-back
office system if you've got one, or your separate
front and back-office systems. You look at the
events to see if there are any exceptions, and only
if there are any, do you then do your break man-
agement processing, so you don't have to rec-

oncile all the way through. It’s going to take a

www.assetservicingtimes.com



“There is definitely a change
now. There will always be
innovation in the front office,

but what we’re seeing now, is
that clients looking to optimise
post-trade events”

while for everyone to get to this model, but this is
where the real efficiencies are going to come from,
and this is where the sort of intelligent thinking is

right now.

In terms of pre-and post-trade tech-
nology investments, where are you
guys investing?

We're investing a lot in Traiana right now.

We're moving to a cloud-based, micro-service
driven architecture, and that’s going to pave the
way for us to be able to consolidate our asset class

processing as well.

We already have the first releases coming out this

year, benefitting many of our buy-side clients.

You can immediately gain operational savings.
For example, connectivity costs can be minimised
because you're all connecting across the same

robust infrastructure.

Traiana has an extensive network of all different

kinds of market participants.

Due to industry demand, we are also investing

heavily in self-service technology.

Many buy-side firms have a lot of funds that they

manage, many accounts with different names.

Brokers know these funds by different names and
tying all of this up has been a long-standing indus-

try problem.

So what we're doing now is empowering hedge
funds and asset managers to be able to maintain

a lot of these fund names themselves.

To analyse breaks in the system based on the alert
service, and then actually remediate: do what
they can, tell them how they can remediate those
trades, and actually get these trades played back
into the system if need be. This is all coming online

this year.

Post-Trade Technology
43

When you’re onboarding people to new
technologies, how do you get them com-
fortable with your process?

The key thing is, you need to have things running

in parallel.

You have to ask clients, “Do you want to take the
opportunity to connect differently, to do some
testing with us?” because this is the trigger point
where you can actually start making in-roads into

these operational efficiencies.

If you just move everything over wholesale and do
the monitoring in isolation, then | think people are
missing a trick, and we're really pleased with the
interaction that we're having with the buy-side as

well as the sell-side on this.

The other thing that's key is that it's so easy to test
a sunny day scenario — does a trade flow through

the system?
Yes, of course, it does.

So, you must consider all of the outside events -
amendments and cancellations, all of the things
that might take place when you don't expect them,
and on T+1.That's where the tough testing comes
in, and that’s where all the hard work has to be

putin.

How technology can be trusted to manage
the process in its entirety?

There is no need to create a huge project. Often,
we find that we need to take out manual processes
that are currently used for reconciliation.

We find that there's always opportunity here, even

with the smallest clients.

Click here to find out more about Traiana’s services.

www.assetservicingtimes.com
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R&M Survey

Keeping your head above water

The most important result to come out of this year’s R&M Fund Accounting &
Administration Survey is the fact that all providers are seen to have coped remarkably well
with the challenging conditions in 2020 with COVID-19, lockdowns and working from home




Overall

Change

2030 20/19

Overall Score 2019

2 HSBC Securities Services (1) 6.20

4 JP Morgan (7)

6 Societe Generale SS (6) 5.64

8 BNY Mellon 5.39

Overall Average

Change

2020 20/19

Ireland 2019

2 RBCI&TS (2)

Overall Average

Becky Bellamy reports

A very different year from any other we have experienced, with the large
numbers of employees working from home, new challenges and agendas
reprioritised. Unlike a lot of events this year, the R&M Fund Accounting &

Administration Survey still went ahead as planned.

The survey, which was conducted between June and September, received

responses from 87 fund managers.

The survey questionnaire asked a total of 38 questions broken down into
six categories covering core fund accounting and administration, fund val-
uation, communication, approach and flexibility, quality of personnel and

value for money.

Although there were some interesting results from this year’s survey, the most

important results to come out of the survey is the fact that all providers are

R&M Survey
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UK

Change
20/19

-0.12

UK 2020 2019

1 HSBC Securities Services (2) 6.12 6.24
3 State Street (1)
5 BNY Mellon

7 JP Morgan (5)

Overall Average

Luxembourg

Luxembourg 2020

1 RBCI&TS (3) 6.13

3 JP Morgan (4)

5 Societe Generale SS (5)

Overall Average

seen to have coped remarkably well with the challenging conditions in 2020

with COVID-19, lockdowns and working from home.

One respondent said: “RBC are positioning themselves as a role model in how
to effectively transition their business to a work-from-home arrangement with

no impact on their deliverables.”

This comment could have applied to any of the providers, all having dealt well

with new working arrangements.

Another survey participant, discussing State Street’s service, revealed they
acted “exceptionally well managed and we were kept informed with regu-

lar updates”.
“There was some delay in pricing during the initial phase of the pandemic due

to volatility and delays from third parties. But we were kept informed each

day with estimated delivery times,” they added.

www.assetservicingtimes.com



R&M Survey

On Northern Trust, one respondent explained: “From a service perspective queries when issues arise. Our experience over a number of years is that the
we have not seen any decline in service or had any issues related to the day team, especially on the client relationship side is exceptionally knowledgea-
to day operations of our fund and the provider has done a good job of com-  ble and responsive to our requests.”
municating updates to their remote work situation and plans to return to the
office as they continue to develop.” Elsewhere, a Northern Trust client stated that the speed of response to queries
was very client centric and attentive while transaction types did not encoun-
“The biggest compliment | can pay is we wouldn't even know the staff weren't ter anything that Northern Trust couldn’t handle”
in the office. There has been no deterioration in the service levels whatsoever,”
said another manager about HSBC.
Ireland
All'in all, fund managers have given a ringing endorsement to the well-laid
contingency plans of providers that have now been tried and tested for real. In Ireland, HSBC came top once again gaining 0.36 on last year’s score. RBC
remained in second place with 6.35, an increase of 0.13 from 2019's result. The
third bank to qualify was Northern Trust totalling 6.06.
Overall results
“The team at HSBC provide an exceptionally timely and accurate service.
The 2020 overall results showed RBC Investor and Treasury Services (RBC I&TS) Regular key performance indicator meetings keep us well informed with
regaining the top spot, pushing HSBC into second place. Meanwhile, State detailed and knowledgeable explanations being provided,”according to one
Street slipped into fifth and Northern Trust held onto third place. J.P. Morgan survey participant.
witnessed the most significant gain, jumping 0.54 points into fourth.
Meanwhile, an RBC client said: “Every person we deal with (at RBC) communi-
The majority of respondents were very satisfied with service levels at cates in a clear and consistent manner, always providing timely feedback and

most providers. information for any requests or inquiries made.”

One manager commented: “RBC set themselves up as a class-leading admin-

istrator, speaking from personal experience from working with numerous Luxembourg

administrators in the market. Communication is important from a client per-

spective and there is little to fault with RBC. Any questions are met with a Finally, in Luxembourg, RBC edged ahead of Northern Trust to take first place.

timely considered response or at least the promise to provide one.” HSBC fell back to fourth, dropping 0.36 from its score last year. The biggest
increase was from J.P. Morgan who scored 6.06, compared to 5.53 in 2019.

Elsewhere, another stated: “Northern Trust has been exceptionally efficient

and very supportive to all our requests with great willingness to be flexi-  Societe Generale remained in fifth place but did increase its score by 0.43, tak-

ble whenever we had issues that needed sorting out. They were very fast to ing this year’s total to 5.53.

respond and very professional in all the advice and support they gave!”
One survey participant revealed: “The accounting and administration team
are always up to speed on current issues, quickly resolving any potential prob-

UK lems in a proactive manner so as not to impact the daily net asset value pric-
ing. RBC are flexible in their approach to providing a top-class service”

In the UK State Street lost its first place, being pushed aside by HSBC followed

by Northern Trust in second. Out of all the service providers, J.P. Morgan had Another highlighted that Northern Trust has been “exceptionally efficient

the only gain of 0.28, even though it dropped from fifth to seventh. and very supportive indeed to all our requests with great willingness to
be flexible whenever we had issues that needed sorting out. They were

Commenting on HSBC's service, one respondent said: “We have a large num-  very fast to respond and very professional in all the advice and support t

ber of complex accounts. All require the staff at HSBC to be responsive to hey gave”.
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Economic Substance
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Investors are driving demands
for economic substance

Guernsey Finance’s Rupert Pleasant reflects on the importance of economic substance in

determining a domicile for investment funds

-
el holicdaladelapbak shdiibababaiubsiadpkeibe

r

[l j'f !l"! .

-

Over the past couple of years, economic substance has become a growing

global issue.

The launch of the Organisation for Economic Co-operation and Development
(OECD) base erosion and profit shifting (BEPS) and EU substance provi-
sions, along with evolution in the global tax environment since the
global financial crisis, means the global marketplace has changed and
continues to change, as domiciles address the need to demonstrate

economic substance.

There are concerns from managers on the potential impact and rising costs
of meeting these requirements - but they are being superseded by the need

to adapt.

mages by evannovostro/adobe.stock.com
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Substance is proving primarily important to general partners and fund manag-
ers — after all, they are the entities that have to comply with the requirements.
But compliance with economic substance is relevant to a jurisdiction’s rep-
utation, and an investor would not necessarily want to be seen to be invest-
ing in a blacklisted jurisdiction. So it is becoming an increasingly important

issue on both sides of a fund.

The role of the investor has escalated rapidly in recent times.

Their needs may not have changed, but Guernsey-based administrators said
that investors were seeing economic substance as a way to stamp their author-

ity on the choice of domicile.“Investors don't want to be going to jurisdictions

which may not give them the protection they need,” one said.

www.assetservicingtimes.com



Managers accept that client demands are now becoming paramount.
The investment world has moved from almost a “rinse and repeat” with
fund launches before the global financial crisis, to one where there is
enhanced manager knowledge about jurisdictions, and clients seek-
ing more bespoke structures, including funds-of-one and private

investment vehicles.

An increasingly-educated client base matched against a changing regulatory
landscape have influenced LP demands, and products, such as Guernsey’s
Private Investment Fund (PIF), available only to a limited number of inves-
tors and offering lighter touch regulation and quicker regulatory approvals,

has emerged as a result.

While jurisdictions such as Guernsey have had only to make relatively minor
legislative changes to accommodate economic substance compared to oth-
ers, more recent amendments introduced locally have opened up a new fast-
track migration and licensing regime for funds and managers, which was fol-
lowed by new regulations allowing the migration of limited partnerships
into the island. This has been met by increased interest in migration inquir-
ies from a range of jurisdictions, driven, it appears, by demand for economic
substance, or the opportunity to simplify structures and streamline activities

for both tax and substance reasons.

Experience of service providers on the ground helped to reinforce the island’s
economic substance position, and, indeed, the focus on that issue has defi-
nitely led to Guernsey'’s investment funds industry being more competitively

placed and strongly positioned in the global market.

Experience of service providers on the ground
helped to reinforce the island’s economic substance
position, and, indeed, the focus on that issue bas
definitely led to Guernsey’s investment funds
industry being more competitively placed and
strongly positioned in the global market

Economic Substance

A Guernsey lawyer said recently that quality of service providers and substance

on the ground should be seen as a key factor in domicile choice.

Guernsey recently launched its first cannabinoid healthcare fund. The island
was chosen from five jurisdictions to domicile the fund, and chose Guernsey, in

part, because it was transparent and clear on the policy of cannabis regulation.

There is no doubt that they could not have launched the fund from any juris-
diction - it is a move which reflects well on Guernsey both in diversifying into

an innovative asset class, and demonstrating the quality of service providers.

This mix of stability and innovation reflects what most managers would be

seeking from a domicile.

From the operational perspective of the manager, the launch of a new prod-
uct is always a high execution risk. The domicile needs to be able to assist
in mitigating that risk — designing products which are innovative and meet
demands for product or distribution channels - and all jurisdictions set out to

do that.

But also critical is the manager being absolutely clear on what they want the

fund to achieve and their investment strategy.

There are advisers and experts who can guide them through that process to
make sure they find the right domicile, in terms of experience, stability, loca-
tion and the right regulatory regime, but having that clear picture of what

they want the fund to do is critical.

Rupert Pleasant
CEO
Guernsey Finance
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BNY Mellon has appointed Laura
Steinbach, formerly of State Street,
as head of investment managers

sales in the Americas, based in
New York.

Reporting to Jane Mancini, global co-head of
asset servicing sales, Steinbach will be respon-
sible for leading sales and business develop-
ment efforts in the Americas for investment

manager clients.

Additionally, she will oversee new rev-
enue development, pipeline man-
agement and designing go-to-

market strategies.

Most recently at State Street, Steinbach was
responsible for introducing and expanding
the firm’s business servicing the world’s most

complex global investment managers.

Prior to her role with State Street, she was
part of J.P. Morgan'’s corporate and invest-
ment bank, responsible for growing the firm’s
relationships with international banks and

broker-dealers.

Commenting on the appointment, Mancini
said: “We are delighted to welcome Laura

Steinbach to BNY Mellon.

“Steinbach’s robust sales and business
development experience will be inval-
uable as we continue to advance our
strategic dialogue with our clients and
work to drive client-centric and global

digital solutions.”

Steinbach added: “I am excited to join
BNY Mellon and look forward to part-
nering with my new colleagues in sup-
port of our clients’ priorities and

business needs.”

Industry Appointments

Apex Group has hired Ross Webber as managing director to lead the
business and continue the development of the firm’s business in Bermuda.

Webber will report to Georges Archibald, head of
Apex Americas and also work alongside Graham
MacDonald, director of operations, for the

Bermuda office.

Previously, Webber served as CEO of the Bermuda

Business Development Agency.

Most recently, he worked as principal of manage-
ment consultancy BDSbermuda and a director of
wealth management firm Peregrine & Black. He
joins Apex with 25 years of experience in finan-
cial and professional services including a decade
as global head of marketing and business devel-

opment for Conyers Dill & Pearman.

Peter Hughes, founder and CEO of Apex Group,
commented: “We are pleased to welcome such

a highly respected member of the Bermudian

business community to Apex. Ross Webber
brings an unparalleled network and deep local
expertise to his position as managing director of

Apex Bermuda””

Hughes continued: “The innovative legislative
and regulatory developments implemented in
Bermuda over recent years have created a highly
responsive capital market for investors and
Ross will play an invaluable role in pursuing this

growth opportunity.”

Commenting on his appointment, Webber added:
“I am excited to be joining one of the world’s larg-
est independent providers of fund administra-
tion, financial services and corporate solutions. In
recent years, | have watched with interest as they
made strategic acquisitions while also nurturing

organic growth”



Diginex, a digital assets financial
services company, has appointed
its board of directors, following
its listing and commencement of

trading on Nasdagq.

The new board of directors, which meets
the required standards of corporate govern-
ance for a Nasdag-listed company, consists of
three executive directors and four non-exec-
utive directors, each of whom meets applica-
ble independence standards under SEC and

Nasdaq rules.

Executive directors of the board will com-
prise Chi-Won Yoon, who will lead the board
as chairman, Richard Byworth, the compa-
ny’s CEO, and Paul Ewing, the company’s chief

financial officer.

Meanwhile, non-executive board mem-
bers include Lisa Theng, who has been in
legal practice for more than 28 years and is
the managing partner of CNPLaw, Richard
Petty, a board member of the International
Federation of Accountants (IFAC) and a mem-
ber of IFAC’s public policy and regulatory

advisory group.

Further additions include Paul Smith, who
was most recently president and CEO of CFA
Institute; and Andrew Watkins, a former part-

ner at PwC Hong Kong and Mainland China.

Yoon commented: “| am delighted to wel-
come Lisa Theng, Richard Petty, Paul Ewing
and Andrew Watkins to the Diginex board,
each of whom brings distinguished exper-
tise and experience from a wide range

of backgrounds.”

For all the latest industry appointments

visit www.assetservicingtimes.com

Industry Appointments

TMF Group, a global professional services firm, has appointed Kwame
Lewis to the newly created role of head of fund services for the North
America region.

Reporting to Andrew O’Shea, global head
of fund services, and to Jan Willem van
Drimmelen, market head for the North
America region, Lewis will support and accel-
erate the growth of TMF's fund services unit in

North America.

Lewis joins from ACON Investments, a middle-mar-
ket buyout private equity manager, where he

worked as chief financial officer.

Prior to that he spent 16 years as an auditor for
PwC, focusing on private equity and venture cap-

ital funds.

Drimmelen said: “Kwame Lewis’ arrival greatly
advances our fund services offering for private
equity, venture capital, real estate, private credit
and other managers of closed-end funds. He is
well-known among his peers and widely viewed

as an innovator.”

Lewis added: “I am excited to bring my experi-
ence as a fund manager CFO to TMF Group's fund
administration business. TMF represents a hugely
exciting challenge, it has a unique global footprint
and has all of the resources needed to be a lead-
ing fund administration provider. I'm looking for-

ward to helping the firm continue its fast growth.”
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