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Fragmentation would weaken central clearing

Fragmentation of European markets by
jurisdiction or currency would reduce the
benefits of central clearing, Bank of England
governor Mark Carney has said.

In a speech at a breakfast event at Mansion
House in London, Carney welcomed the
European Commission’s proposals for
a two-tier regulatory system for central
counterparties (CCPs), but warned against
carving up London’s clearing market once the
UK leaves the EU.

Carney pointed out that the UK houses some
of the world’s largest CCPs, including LCH in
London, which clears swaps in currencies for
firms in 55 jurisdictions, handling more than 90
percent of cleared interest rate swaps globally
and 98 percent of all cleared swaps in EUR.

“All currencies, products and counterparties
benefit from the resulting economies of scale
and scope,” he said. “Fragmentation is in no
one’s economic interest. Nor is it necessary
for financial stability. Indeed it can damage it.”
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“Fragmenting clearing would lead to smaller
liquidity pools in CCPs, reducing the ability to
diversify risks and diminishing resilience. And
higher costs would reduce the incentives to
hedge risks, increasing the amount of risk that
the real economy would have to bear.”

The European Commission’s proposals for
a two-tier regulatory system, which were
announced earlier in June, “recognise
the importance of effective cooperation
arrangements between the relevant EU
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Fragmentation would weaken central
clearing, says Mark Carney
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authorities and their overseas counterparts”,
Carney said. “They include potential
provisions for deference to the rules to which
a CCP is subject in its home jurisdiction in line
with the intent of the G20.”

“Elements of these proposals could therefore
provide a foundation on which to build
robust cross-border arrangements for the
supervision of CCPs. This should be based on
deep cooperation between jurisdictions and
authorities who defer to each other’s regimes
where they meet international standards and
deliver similar outcomes.”

Under the proposals, a new supervisory
mechanism will be established within the
European Securities and Markets Authority
(ESMA), which will be responsible for ensuring
a more coherent and consistent supervision of
CCPs based in the EU, as well as more robust
supervision of CCPs in non-EU countries, or
‘third countries’.

Non-EU CCPs are the real targets of these
proposals, with the introduction of a new
two-tier system designed to apply stricter
requirements to systemically important—or
so-called second-tier—CCPs.

These requirements include compliance with
the necessary prudential requirements for
EU CCPs while taking into account third-
country rules, as well as confirmation from EU
central banks that the CCP complies with any
additional requirements they set forward, such
as collateral management, asset segregation
and liquidity arrangements.

ESMA also envisages second-tier CCPs
agreeing to provide ESMA with all relevant
information and to enable on-site inspections,
as well as the necessary safeguards
confirming that these arrangements are valid
in the third country.

In the event that a third-country CCP is
deemed to be of “such systemic importance
that the requirements are deemed insufficient
to mitigate the potential risks”, the European
Commission would have the power to say that
the CCP can only provide services in the union
if it establishes itself in the EU.

Non-systemically important CCPs  will
continue to be able to operate under the
existing European Market Infrastructure
Regulation (EMIR) equivalence framework.

Speaking at the the Global Financial Markets
Association in Frankfurt, Benoit Coeuré,
member of the executive board of the
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European Central Bank (ECB), reiterated fears
over what would happen if a CCP failed.

Many central banks rely on increasingly
cleared trades such as repos to make
monetary policy decisions. “Any closure of
certain repo market segments due to a CCP
failure would therefore inevitably limit our
ability to align money market conditions with
our monetary policy intentions,” Cceuré said.

But he signalled that central banks are
generally happy with existing rules to monitor
and address potential risks stemming from
central clearing.

“More fundamentally, of course, the UK’s
decision to leave the EU is prompting a
significant rethink of the European approach
to the supervision of systemically important
global CCPs,” Cceuré conceded.

“What concerns us today in the context of
Brexit is that the current EU regime regarding
third-country CCPs was never designed to
cope with major systemic CCPs operating
from outside the EU.”

“Indeed, this regime relies to a large extent on
local supervision, and provides EU authorities
with very limited tools for obtaining information
and taking action in the event of a crisis.”

“In this regard, we think the recent European
Commission proposals to amend EMIR are a
step in the right direction.”

“If adopted, they would provide the supervisors
and the relevant central banks of issue with the
guarantees they need in order to monitor and
address risks to the EU’s financial system.”

Custody clients demand innovation

Custodians must embrace new technologies
if they’re to survive in the digital age,
according to a survey of sell-side executives
by BNP Paribas Securities Services and
TABB Group.

A survey of sell-side senior executives at
mid-size US banks and brokers found that 80
percent expect there to be fewer custodians in
the market in three years’ time. The remaining
20 percent said they expect the numbers to
remain the same.

The survey report put this down to “the
aggressive automation and adoption of
innovative technology that the sell-side
anticipates occurring at their custodian banks”.

It added: “[Respondents] have provided a
clear blueprint for what they think banks need
to do to survive.”
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When respondents were asked about their
most important  technology initiatives,
cybersecurity and client-driven user interface
emerged on top, each considered a top
priority by 19 percent.

The report suggested that these are both “non-
discretionary  developments”, particularly
highlighting cybercrime as a “real threat” and
suggesting that upcoming regulations and
recent cyber breaches may have led to a new
awareness and focus on addressing this.

With regards to the focus on user interface, the
report suggested that this is aimed at improving
user experience. It said: “Many are trying to
create new offerings for their clients that are in
step with technology changes, giving them a
more graphic and interactive look and feel.”

The most important non-technology initiatives
in the sell side emerged as regulatory
compliance, named by 22 percent, operational
efficiency, highlighted by 20 percent, and data
quality, named by 15 percent.

When asked what kind of technology they
think will improve their operational efficiency
over the next year, blockchain, or distributed
ledger technology, was most popular, named
by 33 percent of respondents, while regtech
was a close second, selected by 27 percent.

Looking ahead over five years, however,
blockchain, regtech and big data analytics are
all expected to have an effect on efficiency,
receiving 33 percent of the vote apiece.

Technology priorities when selecting a
custodian did not necessarily reflect this, with
the top priority emerging as cloud computing
or storage, followed by digital identity and
then distributed ledger technology.

The report said: “With their budgets
declining, [respondents] are looking for
new operating models that provide the
prospect to reduce costs and feel that there
are opportunities for their banks to provide
services utilising cloud distribution.”

When asked which aspects of securities
services they would most like to see change
over the next three years, 33 percent of
respondents highlighted regulation, while
27 percent said would like to see more
automation of manual processing.

Capital constraints were noted as a concern by
17 percent, while 13 percent said they would
like to see change in collateral optimisation.

However, when selecting a new custodian,
the sell-side is still focused on customer
service, with 18 percent saying this is the most
important aspect for them.

This was followed by value for fees and operational
expertise, while innovative technology offerings
came in fourth place, named as the most
important aspect by 14 percent.

Dayle Scher, TABB Group senior analyst and
author of the report, added: “We found that
the custody industry is set for transformation
in terms of the technology they use, while the
focus on customer service reigns supreme.”

He added: “Adoption of automation for
remaining manual processes, combined with
better data analysis, are critical enablers of the
high-touch coverage the sell-side so covets.”

Bruno Campenon, head of the financial
intermediaries and  corporates  client
line at BNP Paribas Securities Services,
added: “The survey results validate that
the advanced technologies we are already
developing globally, such as distributed
ledger technology and artificial intelligence,
position us well to help our clients succeed
in a changing digital landscape.”

The report said: “The old perception of pillared
institutions vaulting securities, collecting income
and calculating net asset values for funds belies
the custodian of today who more resembles a
technology provider than stodgy bank.”

“In this era of cyber threats, regulatory
changes, disruptive  technology  and
commoditised custody services, custodian
banks must adopt and even develop their own
innovative means of attracting and retaining
assets, or risk submitting to the perception.”

ECB to widen TARGET 2 for retail

The European Central Bank (ECB) is expanding
its TARGET 2 instant payments system to
facilitate retail payments throughout Europe.

The new TARGET Instant Payment Settlement
(TIPS) system will allow for instant money
payments via banks, allowing both citizens
and firms to make instant retail payments in
the eurozone.

It builds on the TARGET 2 settlement
system, used for processing large-scale
euro payments, and, according to the ECB,
will “make sure that the demand for instant
payments is met at European level and further
facilitate the integration of the euro area”.

Scheduled to start operation in November
2018, TIPS will be available 24 hours a day,
and 365 days a year. According to the ECB,
it will cost a maximum of €0.002 per payment
for its first two years of operation.

It will be developed in close cooperation with
the European banking industry.

Misys and D+H to merge

Technology providers Misys and D+H are
joining forces to bring their combined fintech
power to bear as a single global financial
software provider.

The new company, known as Finastra, will
have operations in 130 countries and serve 48
of the top 50 banks globally.

Finastra will be led by Nadeem Syed as
CEO. Syed was previously CEO of Misys
and has more than 27 years of experience
guiding technology companies through
transformation and growth.

The merger follows the acquisition of D+H
by Vista Equity Partners, which already
owns Misys, creating a merger of the two
complementary financial technology providers.

Finastra promises to offer a broad set
of retail banking, transaction banking,
lending, and treasury and capital markets
software capabilities.

Syed said: “Serving all of our customers and
partners remains our top priority. By coming
together as Finastra we are committed to
enhancing our ability to deliver market-leading
products and services, and to being an even
more strategic partner to our customers.”

“We will build momentum, delivering
innovative and transformational products and
exceptional service. Our mission is to help our
customers, whatever their size, wherever they
are located.”

Robert Smith, founder, chair and CEO of Vista
Equity Partners, added: “We firmly believe that
Finastra is greater than the sum of its parts.
The combination of scale, efficiency, and
market leading service and technology will
create a powerhouse in the fintech sector
and uniquely position the company to meet
the demands of its global customers and
their clients.”

Broadridge takes on SFTR

Broadridge is addressing trade reporting
requirements set to come in with the Securities
Financing Transactions Regulation (SFTR),
launching a new solution spanning the entire
reporting lifecycle.

Under the European Securities and Markets
Authority’s SFTR, any EU counterparts
engaging in securities finance transactions will
be required to report trade data to a registered
data repository.

The Broadridge solution will provide system-
level data from its securities finance and
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collateral management solution, as well as
generating unique trade identifiers, providing
a matching service, and reporting directly to
the trade repositories.

It is also available as a modular solution
that can be combined with other third-party
reporting platforms.

SFTR is expected to come into force at the
end of 2017, and will be phased in over a nine-
month period, coinciding with the second
Markets in Financial Instruments Directive
(MIFID 1l), which is coming into effect in
January 2018.

Tom Carey, Broadridge’s president of global
technology and operations internationally,
said: “The SFTR rules present a major
challenge for all market participants due to
their complex nature, dual-sided reporting and
proximity to MiFID-1I compliance deadlines.”

He added: “Broadridge’s in-depth expertise
in both securities finance and trade
reporting regimes, combined with this new
solution, will enable clients to adapt to
SFTR smoothly while minimising operational
disruption and reducing the resource impact
of complying with multiple concurrent
reporting mandates.”

Northern Trust: Investors are taking
transparency seriously

Transparency is an increasingly important
factor when considering investment into both
traditional and alternative assets, according to
research by Northern Trust and The Economist
Intelligence Unit.

A survey of 200 senior asset management and
institutional investor executives suggested that
transparency is significantly more important to
investors than it was before the financial crisis.

The ‘degree of transparency’ was named as
a ‘very important’ consideration for alternative
investment by 63 percent of respondents. For
traditional investments, it was very important
for 62 percent.

The survey also found that, post-investment,
more alternative investors are concerned
about the degree of risk than about the degree
of transparency in their investment, while the
opposite is true for traditional investors.

For alternatives, 25 percent said the degree
of risk is the most important post-investment
consideration, while 17 percent said this is the
degree of transparency, and 16 percent said it
is the degree of liquidity.

However, the report also suggested that pre-
crisis, while 21 percent would have considered
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the degree of risk as the most important
factor, only 3 percent would have have been
most concerned about transparency.

Similarly, for investors in traditional asset
classes, the degree of transparency was
the most important factor for 21 percent,
compared to 9 percent pre-crisis.

The degree of risk was considered most
important by 18 percent, similar to the
pre-crisis figure of 16 percent, while the
degree of liquidity was most important for
15 percent of traditional investors both pre-
and post-crisis.

When asked why transparency has become
more significant for both alternative and
traditional investment, a vast majority, 73
percent, of respondents cited portfolio risk
management as a significant driver.

The second-most cited driver was regulatory
requirements, named by 53 percent, and this
was followed by competitive considerations,
considered a driver by 43 percent.

However, the report noted that there is little
industry consensus on who should have the
final say on transparency requirements.

A third of respondents, 33 percent, said the
decision is down to the investment committee
collectively, while 20 percent put the onus on
the chief investment officer, and 15 percent
place it on the CEO.

Further, 10 percent said the CFO would
have the final say, and 9 percent put the
decision-making down to the chief risk or
compliance officer.

The report also suggested that “this lack of
overriding consensus cuts across every type
of organisation”.

It went on: “No clear pattern emerges overall,
indicating a lack of agreed-on best practices
in the industry.”

Pete Cherecwich, president of corporate
and institutional services at Northern Trust,
said: “These results tell us that investment
transparency is a growing priority, but asset
managers and institutional investors remain
unsure of how to best achieve it.”

He added: “As alternative investing has
reached the mainstream, the industry would
benefit from consistent standards and
stronger policies around transparency.”

“Working with the world’s most sophisticated
investors, we are committed to enabling
greater transparency through continued
research and technology development.”
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Regs and revolution

Regulation and technology were still the hottest topics in town at Fund Forum
International in Berlin. Stephanie Palmer reports

As the funds industry descended on Berlin for three days of insight,
discussion and networking drinks, the ongoing regulatory burden
remained at the front of attendees’ minds, while the threat—or
opportunity —of technology disruption was also a hot talking point.

The regulatory environment, and specifically the second Markets in
Financial Instruments Directive (MiFID Il), is breeding change, and
complication, for both investors and fund managers, according to
speakers in an early session.

Euan Munro, CEO of Aviva Investors, suggested that, globally, MiFID
Il has “complicated the picture”.

While Munro noted the importance of the directive’s main objectives
of transparency and investor protection, he also conceded that
actually implementing the legislation is “incredibly complicated”.

He warned, specifically, against the potential unintended
consequences of the directive and the possibility that some investors
may end up receiving worse-quality counsel. He referenced the
“race-to-the-bottom” in fee structures following the implementation
of the Retail Distribution Review in the UK, in which the only aspect
considered is return outcome, not risk outcome. Taking responsibility
for a fund is critical, Munro added.

And within the current regulatory landscape, investor solutions
are changing. Another speaker, Jamie Hammond, UK CEO at
AllianceBernstein, said solutions have evolved, and will continue to do
so. Investors have different appetites for risk and return, Hammond
said, and firms should assess them individually and come up with a
solution that meets their needs.

Finally, Julie Patterson, director of asset management and regulatory
change at KPMG UK and moderator of the session, asked panellists
whether new transparency and disclosure requirements are actually
helping end investors in real terms.

On this topic, Neil Carnegie, founder of Carnegie Fund Services,
suggested that, of all the investor disclosure documents and
prospectuses that are produced, only about 15 percent is actually
ever read.
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Some of these prospectuses can run into more than 200 pages,
Carnegie said. He called a lot of the information “stale and repetitive”
and questioned whether it is of any use in helping the adviser or
investor to understand what the product is.

In a later session, Peter Nonner, managing director at FIL
Fondsbank, suggested that in the new distribution landscape
under MiFID II, independent financial advisers (IFAs) should
consider changing their business models and move “away from
pure commission-based models to service fee models” to “show
added value to their clients”.

From a legal standpoint, Dr Edgar Wallach of Hengeler Mueller added
to this, noting that under the new directive, inducements “can only
be justified if it can be demonstrated that it is in consideration for
enhanced quality of services”.

Wallach went on to question what this advanced quality of service
actually means. If IFAs would like to receive ongoing commission
in the future, they could offer third-party products or portfolio
monitoring services. He reminded delegates that IFAs are not
directly subject to MIFID Il rules, but added that they are indirectly
affected because of the data collection requirements for fund
platforms, which have to verify that products are being sold in line
with the distribution strategy.

IFAs are “already an integral process of the target market supervision”,
he said.

Another panellist, Dr Christian Dicke, CEO of Fondsdepot Bank, took
a generally positive view of MiFID II, saying: “In all the threats there
are also opportunities.”

Firms are investing in order to stay compliant, and to meet cost
transparency and product governance requirements, they need
robust IT systems. Within the whole industry, but particularly among
small- and medium-sized banks that may not have invested so much
in the past, “this is a small technology revolution”, Dicke said.

This technology revolution is also present in the advisory world,
where it is equally intertwined with regulatory issues.
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If you disrupt from within and stay ahead of the curve you
stand a chance to take the benefit of technology, of creating
a culture of can-do, using data to drive decision making

In another session, panelists suggested that robo advisory services
may boost efficiency in portfolio management, but warned that they
could be at risk of a crash if they don’t adhere more closely to regulation.

Thomas Bloch, co-founder and CFO of digital asset manager Vaamo,
said the term ‘robo adviser’ can be “misleading in many instances”,
adding that many focus on investment, exchange-traded funds
and index funds. The “core robo element” is more about scaling
investment decisions electronically and removing some of the
complexity in investment, he said.

Lars Reiner, founder and CEO of robo adviser Ginmon, added that
portfolio optimisation can be improved through automated solutions.
He described robo advisers as, primarily, technology companies, and
suggested that as such they focus on “making the value chain as
efficient as possible”.

However, one speaker was more sceptical of the robo revolution.
Paul Resnik, co-founder and director of FinaMetrica, suggested that
some robo advisers use very short suitability questionnaires, and
do not meet regulatory obligations of properly ensuring assets are
right for clients. The regulation is there “because we had dissatisfied
customers”, he said. “We have the regulation we deserve.”

In the robo advisory market, there is likely to be a crash, and
investors’ expectations will not be met, leading to what Resnik called
“a correction”. When the markets correct, investors will try to get
out of “whatever’s liquid”, and whatever they can get out of quickly,
which is likely to be their robo advisory investments.

Resnik had one note of positivity, however, saying this is the “perfect
chance for the industry to self-regulate”.

Another speaker, Steffan Binder, co-founder of MyPrivateBanking
Research, put himself “pretty much in the optimist camp”, but said
that robo advisory models will still need human involvement.

“People need some kind of human interaction with their advisers,” Binder
said, suggesting that a hybrid solution “will be the winning model”.

Later, Porter Erisman, former vice president at Chinese ecommerce
platform giant Alibaba Group, suggested that Chinese innovation
in financial services could pose opportunities for the wider fund
management industry,

When considering the parallel rise of ecommerce and fintech in China,
“the two are inseparable”, said Erisman, who is also the author of
Alibaba’s World: How a Remarkable Chinese Company is Changing
the Face of Global Business.

With the success of Alibaba in China came AliPay, an escrow system
that held buyers’ money until the transaction was complete, and then
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sent it on to the seller. From AliPay grew Ant Financial and its money
market fund, which raised $90 billion in assets in just three years.

Through development of mobile payments capabilities, fintech is now
“part of the daily fabric of people’s lives” in China. Going forward,
Erisman suggested that “data is going to drive the revolution”. In
China, there is a lot of data available on the cloud, without the same
sensitivity around data protection seen in other parts of the world.

Regulators have, for the most part, embraced fintech in this area,
“allowing it to grow”.

Similar developments are coming about in India and Southeast Asia,
and in these markets digital is “going to be the core of how things are
done”. According to Erisman, this creates an opportunity for the fund
management industry by offering “access to all these new investors”.

“l don’t see Chinese ecommerce companies coming here and taking,
head on, the financial institutions,” he said. “More than anything, it’s a
way for you all to tap into the hungry Chinese investors.”

However, speaking in a different session, Neil Ward, former general
manager of global business operations at Skype, warned that
traditional funds players should in fact look out for “bigger, smarter
players”, such as Amazon, with a lot of money locked away.

Ward warned attendees that if they don’t build up their technology
capabilities now, these tech players may well “take our breakfast”.

In the session, focused on digital disruption, Ward told delegates:
“If you disrupt from within and stay ahead of the curve you stand a
chance to take the benefit of technology, of creating a culture of can-
do, using data to drive decision making.”

However he added the caveat: “In terms of digital acceleration
programmes, you’ve got to have real buy-in across the board.”

Funds industry participants should focus on issues such as data
processing, data manipulation and creating client interfaces that are
simple, secure, and have robust cyber security—building systems
that “are really profitably run with a great ecosystem price point for
fund managers and fund administrators”.

This will give firms the lead time that will allow them “to compete
and win”.

Finally, Ward urged attendees to make better use of the data available
to them, saying there are “opportunities being missed”.

He said: “There’s a massive amount of data swimming around you
guys and | don’t think you get 1 percent of the value out of it.” He
added: “Figure out the data piece, build on top of that.” AST
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a balmy Mediterranean climate and a multilingual, ethical and professional workforce, Malta offers a winning
combination of advantages specifically designed to foster further growth and maximise success.

more information on:
www.financemalta.org

;A‘
FinanceMalta

Effective | Secure | Skilled

Find us on: in FinanceMalta _“ @FinanceMalta FinanceMaltaYT ﬁ FinanceMalta

FinanceMalta - Garrison Chapel, Castille Place, Valletta VLT1063 - Malta | info@financemalta.org | tel. +356 2122 4525 | fax. +356 2144 9212

FinanceMalta is the public-private initiative set up to promote Malta’s International Financial Centre
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Payments Technology

Slow and steady

When it comes to technology, the payments industry should not be
too focused on winning the race, says
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Mike Laven of Currencycloud

Considering the huge developmentsinfinancial technology
in recent years, how has the payments industry changed?

The biggest change is in user expectation. The thing about payments
is that it’s a secondary activity, and so should be as invisible as
possible. The primary activity is the buying—payment comes
afterwards, and we want to take as much of the friction out of that
as possible.

Currencycloud works on cross-border payments, which is part of the
evolution of faster payments, and one of the areas that currently has
the most friction. We want to make the payment as ‘background’ as
possible, and that means simple, smooth and fast.




Payments Technology

How does this translate to the back office?

Ultimately, all transactions have to be connected to an account,
and there can be a lot of layers of processing involved in that. Each
transaction could go through five or six steps, passing from the
agency bank to the issuing bank, being issued as a payment, and so
on. So, in the back office, the goal is to remove some of those layers.

With each layer comes a delay, a reconciliation problem and a
traction problem, and things get more complicated. If we remove as
many layers as possible, everything can run more simply and without
that friction, which makes it cheaper. The costs of each layer may be
infinitesimal, but when you add it up, it comes to something. A lot of
it is just about clearing up.

For example, in the UK, the Bank of England has said it will allow
more firms to link up to the UK faster payment system. That means
these firms wouldn’t have to go through a bank, but could connect
directly, taking a layer out of the system. It’s not fully implemented
yet, but it’s a step in the right direction.

The UK is pretty enlightened about this kind of thing, and the
regulator wants to do the right thing. But it can be much more difficult
in jurisdictions where the regulators are more difficult.

Currencycloud hooks up faster payments through the banks, and
there are still a lot of steps involved in that. At some point we would
like to be able to remove some of those steps, giving us more control
and making for a better experience for our customers. Of course this
is easier said than done, but we will get there.

How is PSD2 going to change things?

There are a couple of key concepts in the second Payment Services
Directive (PSD2), one of which is that financial services and fintech
firms will be able to access account information in a very simple
fashion. The theory is that this will allow for more innovation in the
services available to the client, and that’s a great idea.

The other key part, from our perspective, is around transparency and
cross-border pricing. There is going to be much more transparency
and more openness in what clients are being charged. In principle, |
think this is correct, and should allow a whole series of fintech firms
to offer services related to particular accounts.

Changes will be very slow, however, considering the amount of time
it will take for everyone to open an application programming interface
and for standards to be agreed. But, again, it is evolving in the right
way, and these kinds of directional movements are important.

The banking system
definition, setup toprotectcustomers
and to protect money, so it moves
very slowly. And | don’t see any

problem with that

Mike Laven, CEO, Currencycloud
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The banking system is, by definition, set up to protect customers
and to protect money, so it moves very slowly. And | don’t see any
problem with that. We put a lot of pressure on the system and we
want it to be reliable and working with the right information.

At Currencycloud, we have $5 to $6 million of customers’ funds
coming through our system monthly. That gives us a certain fiduciary
responsibility. You can be pretty innovative, but if you move too fast
you risk losing control. The regulatory safeguards are there for a
reason and they’re not going to decrease—when you have the trust
of people’s funds your business is going to be regulated.

However, it could be the case that some of the information services
handling the funds could be managed more efficiently outside of the
bank. The bank then becomes a repository for the money and for
certain parts of the data, and the analytical parts and processing
parts could be done elsewhere, allowing for innovation at the same
time as meeting the fiduciary responsibility.

Where does cybersecurity come into it?

There are two kinds of security. First, there is the security of the
funds—making sure that the money is protected—and the regulators
look at that in terms of capital requirements and reconciliations.

The second part is about security of data. Every day we find out new
information about customers, and we have to find a way to protect
that information.

Data protection standards differ between, for example, the US and
the EU, which can also become confusing, but the protection of
people’s identities and data is incredibly important, and we have to
work on that constantly, as does every other firm.

We may be seeing better and better technology that allows us to
complete processes more quickly and more efficiently, but at the
same time, you can’t implement this technology at the expense of
customer protection. Data protection is a full-time job and a full-time
responsibility now, and we have to keep investing in that.

This is perhaps why we are seeing a lot of investment into regulatory
technology—there is currently something of a tension between
cybersecurity responsibilities and boosting efficiency. Regulations
are adding extra steps into transactions in order to protect the data
more effectively, but that adds friction, which drives up costs.

There is no real solution to this at the moment, but technology can
play a role in addressing that, and, especially as standards start to
evolve, these things will come together. AST

is, by




Industry Events

Pick up your copy of Asset Servicing Times

The Network Forum Annual Meeting Sibos

Poland Canada

June October
thenetworkforum.net/annual-meeting sibos.com

The Network Forum Asia Meeting 11th Annual Collateral Management Forum

Hong Kong The Netherlands

November October
thenetworkforum.net/asiameeting fleming.events
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The latest industry vacancies

For more positions, visit www.assetservicingtimes.com/recruitment

Liquidity manager/treasury manager

Alexander Ash

London

Top-tierinvestment bank looking for a strong liquidity
manager/treasury managertojoinatreasury function
which manages the capital, funding, liquidity risk and
funds transfer pricing of the banking group

Senior SQL developer

Simply Executive

Hertfordshire

Specialist data and analytics business with detailed
knowledge of the energy and utilities sector requires a

senior SQL server developer to be based in Borehamwood

Quantitative developer

Selby Jennings

New York

This contractor position will be conducting a
critical part of the bank’s in-house margin model
development for corporate and sovereign single
name CDS and CDS Index

Project manager

Bruin

London

This candidate will be asked to lead all operational
aspects of fund launches, this includes middle, back

office and fund administrator impacts
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Think Malta,
think BOV
Fund Services

Are you a fund promoter or a fund manager seeking to set up your funds in a proven EU jurisdiction?

At BOV Fund Services Limited, we can provide you with a “cradle to grave” fund administration services package
which encompasses both a turnkey fund formation solution, as well as a full suite of fund administration back
office services. Our professional team can assist you in assessing the various regulatory options for your strategy,
investor base and intended distribution model, thereby ensuring that you opt for the right structure. BOV Fund
Services offers a comprehensive service covering the entire pre-and post-filing of the licence application process,
up to the issue of the respective licences by the financial regulator in Malta. Our extensive experience also covers
the provision of fund redomiciliation services from offshore jurisdictions to Malta, the handling of cross border
mergers of UCITS funds, as well as the passporting of alternative and retail funds from Malta to other EU markets.

BOV FUND SERVICES

+356 2122 7148
www.bovfundservices.com
infobovfs@bov.com

BOV Fund Services Limited is recognised to provide fund F U N D
administration services and licensed to provide company S E RVI C E S
services by the Malta Financial Services Authority.


http://www.bov.com

John Griffith-dJones steps down from the

ha L LN 4
UK’s FCA, Denise Voss is

/tﬁ Y -8 ]

re-elected as ALFI chair, and BNY Mellon makes a spate of new hires

John Griffith-dones, chairman of the UK’s Financial Conduct
Authority (FCA) is set to step down from the role as his five-year
term of office ends on 31 March 2018.

He will also step down from his role as chair of FCA subsidiary the
Payments Systems Regulator (PSR).

Griffith-dJones was appointed as the first chairman of the FCA on
1 April 2013, when the organisation was established and became
responsible for the supervision of all regulated financial firms.

He became chair of the PSR when it was established in April 2014.
The regulator became operational in April 2015.

Griffith-Jones commented: “| committed to a five-year fixed term to
chair the FCA and, in so doing, to help ensure that conduct regulation
became a respected part of the UK financial landscape.”

“It has been, and continues to be, a great privilege to be responsible
for the work of both the FCA and the PSR. | like to believe that | will
leave both in good shape to regulate well in the future.”

Chancellor Philip Hammond commented: “Both [the FCA and PSR]
undertake a vital role in ensuring that the UK financial markets work
well and that the interests of consumers and users of those markets
are protected.”

“John Griffith-Jones has provided strong leadership to both boards
during his tenure, helping to establish them as key parts of the UK
financial regulatory system.”

A new chair for the FCA will now be appointed following a process
undertaken by HM Treasury. The new chair of the PSR will be
appointed by the FCA, subject to approval from HM Treasury.

The Association of the Luxembourg Funds Industry (ALFI) has re-
elected Denise Voss to serve a further two years as chair of the
board of directors.

Voss has been a member of the board since 2007. She was made
vice-chair of international affairs in 2011, and has been chair of the
association since June 2015.

She has worked in the Luxembourg financial industry for over 25 years,
and is currently conducting officer at Franklin Templeton Investments.

According to ALFI, Voss will continue to focus on fostering teamwork
between the association’s various bodies, its general secretariat, and
its many committees and working groups.
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ALFI will also continue to focus on providing input to EU and non-
EU regulatory consultations, and remaining in communication with
European institutions and the Luxembourg government.

The potential effects of Brexit on the funds industry will be high on the
agenda over the next two years. Voss also highlighted the importance
of governance and the role of management companies.

She said: “It’s vital that ALFI continues to explain the delegation
model that the Luxembourg fund industry has operated over the last
30 years since the introduction of UCITS.”

“The delegation model continues to be tried and tested in many
industries throughout the world and in the case of UCITS brings the
expertise of portfolio managers from around the world to investors in
over 70 countries.”

Citi has hired Matthew Bax as head of sales for custody and fund
services for Europe, the Middle East and Africa (EMEA), based
in London.

Bax will be responsible for the growth of the company’s custody
and fund services platform and for further strengthening the client
franchise in EMEA.

He will report to Danny Caplan, head of investor service sales
for EMEA, on a regional basis, and to managing director Pat
Curtin globally.

Previously, he worked at J.P. Morgan, where he served as head of
custody and global foreign exchange for EMEA.

In a joint statement, Caplan and Curtin commented: “As we
continue to build on the momentum of our investor services
platform, we are delighted to add Matthew Bax to the team and
look forward to leveraging his extensive industry expertise to
provide clients with market-leading solutions across products
and geographies.”

BNY Mellon has secured Peter Salvage for the newly created role of
global head of hedge fund services.

Salvage will lead and execute the long-term strategy to drive growth
in BNY Mellon’s hedge fund services business and work to further
develop long-lasting partnerships for the bank in the alternative
investment services industry.

He will report to Chandresh lyer, CEO of BNY Mellon’s global
alternative investment services and structured products business.



Industry Appointments

Previously, Salvage served as managing director for SS&C and before
that was Citi’s head of hedge fund services for EMEA.

He was also the founder of Citi’s over-the-counter derivatives and
bank loan services.

lyer said: “Peter Salvage brings extensive experience in hedge fund
middle and back office services, innovation and technology.”

He added: “His deep knowledge and track record of results delivering
business expansion strategies in the space, and his strong emphasis
on understanding hedge fund client needs and innovation, will be
critical for BNY Mellon in serving our expanding client base of hedge,
credit and hybrid private equity funds.”

BNY Mellon has also appointed former Northern Trust executive
Rohan Singh as its new Asia Pacific head of asset servicing.

Singh, who most recently led the Southeast Asia region for Northern
Trust, will take up the role on 27 June.

He will continue to be based in Singapore and replaces Francis
Braeckevelt, who has served as Asia Pacific head of asset servicing
on an interim basis in addition to his role as Asia Pacific COO for
asset servicing, which he will now resume.

Singh will also join BNY Mellon’s Asia Pacific leadership council and
extended leadership team, chaired by David Cruikshank.

In his new role, Singh will drive the execution of growth opportunities
for the Asia Pacific asset servicing business, leveraging BNY Mellon’s
technology platforms, including the NEXEN digital investments
ecosystem and Eagle Investment Systems, and enabling clients
to build their businesses, gain better access to information, lower
operating costs and achieve shared economies of scale.

Samir Pandiri, executive vice president of BNY Mellon and CEO of
asset servicing, said: “Rohan Singh brings nearly three decades of
asset servicing experience, working within large organisations across
Asian markets and demonstrating a proven track record of increasing
the management and relationship skills under his leadership.”

“His expertise and industry knowledge will be critical as BNY
Mellon builds on strategic growth opportunities within alternative
investments, exchange-traded funds, real estate, private equity and
middle office solutions in the region.”

Asia Pacific chairman Cruikshank added: “The asset servicing
business in Asia is a key focus for BNY Mellon, which through our
team of experienced professionals helps to provide a breadth of
investment services and access into Asia for global asset managers
and institutional investors.”

“We continue to see huge opportunities in the region where BNY
Mellon is well positioned to assist global investors gain value from
the numerous growth opportunities and pleased to have Rohan Singh
steer our asset servicing business to the next level in Asia Pacific.”

Finallyy, BNY Mellon has appointed Bridget Engle as chief
information officer.

Engle, who reports directly to CEO Gerald Hassell, also joins the
firm’s executive committee.

She will be responsible for setting the strategic direction and
execution of the firm’s technology agenda, including advancing the
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firm’s NEXEN digital investment platform, accelerating its digital and
agile development efforts, and attracting and developing top IT talent.

Engle has more than 30 years of experience in IT from previous roles
at the llikes of Lehman Brothers, Barclays Capital and DTCC.

“l am excited to join an industry leader like BNY Mellon,” said Engle.

“I look forward to collaborating with partners across the firm to further
advance the industry leading technology platforms and applications
of BNY Mellon and develop the technology architecture for the future,
to best serve clients and the financial markets.”

Hassell added: “Technology innovation is at the heart of what
we do, and Bridget Engle’s leadership, proven industry expertise
and her focus on aligning technology solutions to create value
for clients will support our ambition to be the investment industry
technology leader.” AST
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