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UK Government grants CSDR, EMIR and 
CCPs equivalence to EEA states post-Brexit

The UK Government has granted central secu-

rities depositories (CSDs) in the European 

Economic Area (EEA) states the Central Securities 

Depositories Regulation (CSDR) equivalence. Rishi 

Sunak, chancellor of the exchequer, explained that 

CSDR will form part of UK law at the end of the 

transition period on 31 December 2020.

With equivalence granted, the Bank of England 

can then assess CSDs in the EEA for recognition, 

subject to establishing cooperation arrangements 

with the relevant EU authorities.

Sunak said that CSDs – once recognised – can 

continue to service UK securities and to exit 

the transitional regime contained in onshored 

Article 69 CSDR and Part 5 of The Central 

Securities Depositories (Amendment) (EU Exit)  

Regulations 2018.

Elsewhere, the UK Government has also granted 

equivalence to central counterparties (CCPs) estab-

lished in EEA states.

Sunak said subject to entry into an appropriate 

cooperation arrangement between the Bank of 

England and the relevant national competent 

authority in that EEA state, and a CCP-specific rec-

ognition determination by the Bank of England, 

after the end of the transition period UK firms will 

be able to continue using EEA CCPs.

However, he noted this equivalence decision 

does not exclude EEA CCPs from the Temporary 

Recognition Regime (TRR).

Until recognition decisions are made, EEA CCPs 

who meet the relevant eligibility criteria will 

continued on page 7
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remain in the TRR, which is due to last until 

December 2023 and may be extended by 

HM Treasury.

Equivalence has also been granted to EEA 

states for Article 2A of European Market 

Infrastructure Regulation (EMIR).

This will enable UK firms to continue to treat 

derivatives traded on EEA regulated markets 

as exchange-traded derivatives rather than 

over-the-counter (OTC) derivatives.

Sunak explained that facilitating this conti-

nuity for firms minimises the disruption they 

will experience following the end of the tran-

sition period.

Finally, the government has granted equiva-

lence to EEA states for Articles 107 (3),114(7), 

115(4), 116(5), 132(3), 142(2) and 391 of the 

Capital Requirements Regulation. This direc-

tion covers seven equivalence decisions.

For UK firms, Sunak noted that these equiv-

alence decisions will ensure they will not be 

subject to increased capital requirements as 

a result of their EEA state exposures.

The decisions are in addition to the directions 

already made by HM Treasury in 2019 which 

granted equivalence and exemption decisions 

to the EEA States.

The announcement follows upon a previous 

message from Sunak earlier this year, where 

he confirmed several major updates to the 

UK’s Brexit plans for adopting EU rules frame-

works in a written statement that will radically 

impact the country’s securities services mar-

ket participants.

Payments Canada picks new clearing 
and settlement solution provider

Payments Canada has selected Mastercard’s 

Vocalink as the clearing and settlement solution 

provider for the country’s new real-time payments 

system, the Real-Time Rail (RTR).

Expected to launch in 2022, RTR will support 

payment information travelling with payments 

and act as a platform for innovation, enabling 

the introduction of new payment products  

and experiences.

While RTR is operated by Payments Canada, it is 

underpinned by the ISO 20022 data standard, and 

regulated by the Bank of Canada.

The new partnership will draw on Mastercard’s 

payments technology to provide the infrastruc-

ture and services to support the clearing and set-

tlement for the RTR.

According to Payments Canada, the clearing and 

settlement solution will meet all of its require-

ments, including support for the ISO 20022 mes-

saging standard, and will comply with the Bank of 

Canada risk management standards for prominent 

payment systems.

Canada’s new real-time payments system will con-

sist of two components including a clearing and 

settlement component provided by Mastercard; 

and an exchange component.

Payments Canada is in the final stages of the ven-

dor procurement process for the exchange com-

ponent and has revealed a public announcement 

will be made in due course.

Tracey Black, president and CEO of Payments 

Canada, said: “Mastercard’s Vocalink business 

is a demonstrated leader in the real-time pay-

ments ecosystem and they will be a valuable 

partner for Payments Canada in the introduc-

tion and ongoing operation of Canada’s real-time  

payments system.”

Black continued: “Providing Canadians and 

Canadian businesses with access to faster, data-

rich payment options will enable innovation, sup-

port the long-term growth of the economy, and 

strengthen our global competitiveness.”

Sasha Krstic, president of Mastercard in Canada, 

commented: “As a company that operates real-

time payments systems, across card and account 

rails around the world, we’ve seen first-hand how 

consumers, businesses, and governments bene-

fit from the efficiency, transparency, and innova-

tion they provide.”

continued from page 3
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EACH raises concerns over 
EU CCP consultation

The European Association of CCP Clearing Houses 

(EACH) has called for a robust and efficient 

approach to approve central counterparty (CCP) 

products, services and risk models in response to 

the European Securities and Markets Authority 

(ESMA) consultation on the European Market 

Infrastructure Regulation (EMIR) article 15 and 

article 49.

ESMA’s consultation paper covered the technical 

standards on conditions which require an exten-

sion of authorisation for a CCP, conditions which 

require validations of a CCP’s changes to models 

and parameters by the national competent author-

ity (NCA) and ESMA and the procedure for con-

sulting the college on whether or not those con-

ditions are met.

One concern raised in EACH’s response was the 

complexity of ESMA’s proposed approach.

It was suggested that the proposed process would 

not improve the existing one and would “unneces-

sarily increase complexity and duration of the pro-

cesses of extending services and activities (Article 

15) and the approval of model and parameter 

changes (Article 49)”.

EACH also found the structure of incentives 

problematic, stating: “The elongated and com-

plex model governance procedures sug-

gested by the draft ESMA RTS may increase 

the contradictory outcomes to those initially 

intended that are already being experienced in  

some cases.”

According to the association, the cost-benefit 

assessment of maintaining the modelling frame-

work at the state-of-the-art, and keeping param-

eters up-to-date for prevailing market conditions, 

are not so simple any more.

Additional concerns were raised around ‘accounta-

bility versus responsibility’. EACH noted and appre-

ciated the accountability of ESMA and the rele-

vant colleges when it comes to CCP supervision. 

However, it said that the steps proposed in this 

consultation represent a move by authorities from 

accountability to responsibility.

“Accountability and responsibility should not be 

confused,” EACH highlighted.

CCPs are responsible for the day-to-day manage-

ment of their models, and the suggested text by 

the draft ESMA regulatory technical standards 

seems to preclude the execution of such a role, 

EACH observed.

“Regulators, complementarily, have the important 

role of overseeing those practices, using legislation 

to establish the boundaries of appropriate action,” 

the association added.

Meanwhile, allocation of responsibility and the 

level playing field was another concern with the 

association explaining the proposed transfer of 

responsibilities from the NCAs to ESMA and respec-

tive colleges could imply that the level of con-

text and information is reduced during the deci-

sion-making process.

EACH highlighted: “Furthermore, an additional 

consultation which might lead to unlevel playing 

field between CCPs and the governing processes 

applied due to potentially not always consistent 

decisions and unified practices.”

The decrease of possibilities for risk manage-

ment was also an area of concern with EACH 

suggesting the proposed approach unnecessar-

ily increases ‘time-to-market’ of new risk prod-

ucts, services and changes to risk models, without 

particular governance and crucially, without any  

defined timing.

“The proposed approach could significantly (or 

even in some extreme cases indefinitely) postpone 

the approval of new products,” it noted.
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EACH explained: “This would have the par-

adoxical consequence of decreasing, rather 

than increasing the possibilities to enhance 

risk management at CCPs, inhibiting the offer-

ing and quality of risk management products 

to the market.”

Also in its response, EACH outlined govern-

ance of the proposed approach as an issue 

explained that the consultation paper does 

not include any governance to operate the 

new processes.

There is no definition of the new timeline for 

the process of determining whether an exten-

sion of activities or services is subject to Article 

15 and whether a change to the models and 

parameters is significant in line with Article 49.

“We believe that in line with the EMIR provi-

sions, a specific and efficient timeline must be 

developed and most importantly enforced. 

Limiting the amount of time necessary for 

launching new services is key to spur innova-

tion and competition within the EU, but also 

on global markets where EU CCPs enter into 

competition with CCPs from other jurisdic-

tions which may benefit from faster processes,” 

EACH concluded.

ESMA warns fund managers 
to improve readiness for 
future adverse shocks

The European Securities and Markets 

Authority (ESMA) has told fund manag-

ers to improve readiness for future adverse 

shocks in its latest report ‘Recommendation 

of the European Systemic Risk Board (ESRB) 

on liquidity risk in investment funds’.

The report is in response to the ESRB’s rec-

ommendation to coordinate with national 

Increased automation could reduce asset 
servicing costs, reveals DTCC

The Depository Trust & Clearing Corporation 

(DTCC) has estimated that larger broker-dealer 

firms could save $2 million within asset servic-

ing through the adoption of greater automation.

Asset servicing was one of seven areas of broker 

cost savings as a result of greater post-trade auto-

mation, according to a DTCC survey.

The survey of nine major international global bro-

ker-dealers that typically spend between $150 mil-

lion and $175 million globally on post-trade ser-

vices related to cash securities, moving to a “no 

touch processing workflow” would allow them 

to reduce headcount, repair charges, technology 

expenses and claims and fees significantly.

The estimated savings per firm were broken 

down into seven categories, with largest figures 

attributed to settlements ($10.8 million), trade 

support ($7 million), financing (between £5 mil-

lion and $10 million), and technology expenses  

($5.4 million).

Other areas where savings can be achieved are SSI 

reference data ($1.5 million), agent bank fees ($2.3 

million), and asset servicing ($2 million), says DTCC.

The survey showed that by leveraging post-trade 

automation, firms can eliminate redundancies and 

manual processes, reduce associated costs, and 

mitigate operational risks.

It can also reduce repair charges, technology 

expenses and claims and fees significantly, the 

survey revealed.

Matthew Stauffer, managing director, head of 

institutional trade processing at DTCC, stated: 

“The findings of our survey highlight the benefits 

of leveraging automated post-trade solutions to 

reduce the costs of operational functions and the 

risk inherent in manual processes.”

“The adoption of a no-touch workflow allows firms 

to focus their resources on the parts of their busi-

ness that create true value.”
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competent authorities (NCAs) a focused super-

visory exercise on investment funds that have 

significant exposures to corporate debt and real 

estate assets.

The report identifies five priority areas for action 

which would enhance the preparedness of invest-

ment funds with significant exposures to corpo-

rate debt and real estate assets, for potential future 

adverse liquidity and valuation shocks.

One priority area identified to enhance the prepar-

edness of the funds is the ongoing supervision of 

the alignment of the funds’ investment strategy.

In order to supervise compliance with rules 

on liquidity risk management, NCAs should 

continue their active engagement with, and 

supervision of, their market participants,  

ESMA said.

Misalignments between the liquidity profile of 

funds’ investments and their redemption policies 

should be corrected in a timely manner.

ESMA highlighted the introduction of these 

measures may take some time, as national pro-

visions may provide for different requirements 

to be satisfied prior to their adoption, such as 

informing investors and obtaining authorisation by  

the regulator.

“In the context of the ESRB recommendation, 

this applies in particular to the funds analysed in 

this exercise if potential misalignments are con-

firmed by further analyses carried out by NCAs,” 

the authority noted.

According to ESMA, this monitoring should be tak-

ing into account all information at their disposal. 

Management companies should be able to justify 

the liquidity set-up of their funds, at the authori-

sation phase or during NCAs supervisory actions.

Meanwhile, particular attention should be paid 

to funds investing in less liquid or illiquid assets, 

ESMA stipulated.

The second priority area is the ongoing supervision 

of liquidity risk assessment. ESMA suggested that 

NCAs should supervise the liquidity risk assess-

ment by management companies. Particular atten-

tion should be paid to supervising management 

companies in their liquidity risk assessment to 

comply with their obligation to take all factors 

into account that could have an impact on funds 

liquidity or that could trigger unwanted sales of 

assets, it explained.

Additionally, the report highlighted that all rele-

vant items on the liability side of the fund balance 

sheet should be subject to liquidity stress tests.

The third priority is fund liquidity profiles. In 

the context of the Alternative Investment Fund 

Managers Directive (AIFMD) review, additional 

specifications on how liquidity profiles should be 

established and reported as part of the AIFMD 

reporting should be introduced, according  

to ESMA.

This includes how, on the asset side, to determine 

a “realistic and conservative estimate” of which per-

centage of the fund portfolio can be liquidated.

Secondly, it includes, on the liability side, how 

to take into account arrangements with respect 

to gates and notice periods in the determina-

tion of investor liquidity profiles. It was noted in 

the report that this is important to ensure nec-

essary information on liquidity profiles and to 

support a risk-based approach in the super-

vision of liquidity risks mentioned in the 

 first priority.

Elsewhere in the report, ESMA explained the fourth 

priority deals with the increase of the availability 

and use of liquidity management tools.
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ESMA reiterates its support for the ESRB 

recommendation calling for a harmonised 

legal framework to govern the availabil-

ity of additional liquidity management tools 

for fund managers in both the UCITS and  

AIFM frameworks.

It was stipulated that the legal frame-

work should also include specifications on 

the required disclosures for the provision 

and use of liquidity management tools to 

ensure greater protection and consistency 

for investors.

The last priority area involves the supervision 

of valuation processes in a context of valua-

tion uncertainty.

As part of its ongoing supervision of manage-

ment companies, ESMA said NCAs should carry 

out further supervisory activities to ensure 

that management companies valuation pro-

cedures cover all market situations includ-

ing valuation approaches for stressed mar-

ket conditions.

“The circumstances of delegated portfolio 

management should be taken into account to 

ensure that the team in charge of the valuation 

has sufficient expertise and access to informa-

tion to analyse the reliability of the valuation 

sources it uses and establish a fair valuation of 

the portfolio,” the authority affirmed.

Steven Maijoor, chair of ESMA, commented: 

“In the wake of COVID-19’s initial impact on 

markets, the EU investment fund industry 

faced a significant deterioration in liquidity in 

some segments of the fixed income markets as 

well as valuation uncertainty in the real estate 

sector. This coincided with large-scale invest-

ment outflows from investors. ESMA coordi-

nated a supervisory exercise with national 

securities regulators involving collecting and 

4Pines Fund Services selects Alluve 
Systems for fund accounting

4Pines Fund Services has selected Allvue Systems, 

an alternative investment technology solutions 

provider, to provide fund accounting software 

solutions for its private equity clients.

Allvue’s platform will enable 4Pines’ clients to 

streamline and manage their fund account-

ing through their software as well as a cloud- 

based solution.

The fund accounting solution will offer clients 

financial statement reporting, a multi-currency 

general ledger, cash management, waterfall capa-

bilities and workflow standardisation.

Michael Trinkaus, CEO of 4Pines, said: “Our com-

mitment is to provide our clients with top-notch 

fund administration solutions to enable better and 

faster reporting, and to do that we need technol-

ogy partners like Allvue.”

Trinkaus continued: “By leveraging the strength 

of Allvue’s best-in-class software we will be able 

to greatly enhance our full-suite fund administra-

tion offering and continue to deliver the best ser-

vice to our clients.”

Ryan Keough, chief revenue officer of Allvue, 

commented: “With increased market vola-

tility, managers need to be laser-focused on 

investing without having to worry about 

the other parts of their businesses. 4Pines 

has solved for this need by building lead-

ing-edge fund administration solutions for 

clients that enable them to focus on what  

really matters.”
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analysing data on funds exposed to corpo-

rate debt and funds exposed to real estate. 

The exercise showed that the funds in ques-

tion managed to respond adequately to  

redemption pressures.”

“However, the work also revealed short-

comings that must be addressed in order to 

enhance funds’ preparedness to future shocks, 

and we have identified a number of prior-

ity areas that funds and supervisors should 

focus on to address potential liquidity risks in 

the fund sector. This will contribute to ensur-

ing investor protection, orderly markets and 

financial stability.”

“We also encourage swift proposals to amend 

the EU legislative framework to ensure that 

liquidity management tools are widely 

available to asset managers across the EU,”  

Maijoor added.

Northern Trust gains 
fund admin mandate to 
support Pershing Square

Northern Trust has been selected to support 

Pershing Square’s Guernsey, Cayman and 

Delaware domiciled funds.

This follows Northern Trust’s recent appoint-

ment to provide fund administration services 

for Pershing Square Capital Management.

Commenting on the new mandate, Jeff Boyd, 

CEO of Northern Trust hedge fund services, 

said: “We’re very excited to begin this relation-

ship with Pershing Square.”

“We pride ourselves on our global reputa-

tion and are thrilled to support Pershing 

Square’s investment business with a consist-

ent high-quality service across regions.”

EFA to provide fund admin services to Piquemal 
Houghton Investments’ new fund

European Fund Administration (EFA) has been 

appointed as fund administrator to a new fund 

from Piquemal Houghton Investments, a Paris 

based asset manager. 

The new Luxembourg-domiciled UCITS fund has 

been approved by the Commission de Surveillance 

du Secteur Financier (CSSF).

As part of the mandate, EFA will provide fund 

administration services including net asset value 

calculation, risk and compliance services, perfor-

mance services and key investor information doc-

ument production. In addition, it will also support 

the new fund will trade management services, 

such as trade matching and settlement monitor-

ing as well as compliance tools.

Bart Speybrouck, business development manager 

at EFA, said: “It is an absolute pleasure and honour 

to work with Piquemal Houghton Investments.” 

“Our expertise and track- record in fund administra-

tion and end-to-end outsourcing solutions proved 

to be a key differentiator.”

Céline Piquemal-Prade, CEO at Piquemal 

Houghton Investments, added: “It has been a 

pleasure to build this new fund together with EFA.” 

“From day one they believed in our project and 

understood our willingness to rely on part-

ners we could trust to handle the fund admin-

istration in order for us to be fully dedicated to  

portfolio management.”
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Pershing Square chief financial officer Michael 

Gonnella, added: “Northern Trust has all the 

capabilities we were looking for in our admin-

istration partner. Northern Trust is able to exe-

cute the complex daily, weekly and monthly 

requirements for our funds and deliver seam-

less service across geographies and products.”

Elsewhere, Northern Trust Hedge Fund 

Services has launched a new investor por-

tal for alternative asset managers. The new 

portal, which has been built in partnership 

with fintech provider InvestCloud, will provide 

an enhanced investor experience, updated 

data feeds, as well as customised views  

and analysis.

Allegro rebrands as Ocorian 
Fund Management

Allegro, a Luxembourg based third party man-

agement company, alternative investment 

fund manager (AIFM) and fund administra-

tor, has become Ocorian Fund Management.

The rebrand follows Ocorian’s acquisition of 

Allegro in April, and the subsequent rebrand-

ing efforts.

Ocorian explained that the move adds depth 

and breadth to its funds business, which offers 

fund administration and associated services 

across all investment structures with particu-

lar specialisms in green energy, listed and pri-

vate funds.

Christophe Gaul, regional head of Europe at 

Ocorian, said: “The acquisition of Allegro is 

a major milestone for Ocorian. We are ide-

ally placed to deliver full management com-

pany, AIFM and fund administration ser-

vices and our global funds offering is  

significantly enhanced.”

Citi gains new fund admin mandate for Sun 
Life’s first ESG fund in Hong Kong

Citi has been appointed by Sun Life Asset 

Management as trustee, custodian, fund admin-

istrator and transfer agent for the Sun Life AM 

Hong Kong environmental, social and governance 

(ESG) index fund.

The ESG index strategy is Sun Life’s first fund to be 

registered in Hong Kong.

The Sun Life AM Hong Kong ESG index fund will 

track the Hang Seng ESG 50 Index, the top 50 

Hong Kong-listed companies that perform well 

on ESG factors based on the Hong Kong Quality 

Assurance Agency’s framework.

Sun Life’s fund is one of a growing number of ESG 

funds approved by the Hong Kong Securities and 

Futures Commission as it builds a hub for green 

and sustainable finance in the region.

As part of the growth, HSBC was recently selected 

to provide securities services for Hong Kong’s 

first broad-based ESG ETF Haitong International 

 Asset Management.

Commenting on Citi’s new mandate, Stewart 

Aldcroft, chairman of Cititrust, said: “We are proud 

to have been selected to provide complete trus-

tee, custody and fund administration support to 

Sun Life in delivering the first Hang Seng ESG 50 

Index fund to investors in the Hong Kong market.”

Stanley Ngan, CEO of Sun Life Asset Management 

(HK) Limited, commented: “We are delighted to 

be working with Citi following the launch of our 

first locally registered fund in Hong Kong. Citi 

has a good understanding of our needs, offers 

high quality service, has a robust platform, and is 

equally committed to sustainability.”

Latest News
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“We now have a very sizable team in 

Luxembourg with nearly 150 professionals 

servicing blue-chip companies, investment 

managers, institutional investors and high-net-

worth individuals based in Europe and across 

the globe,” he added.

Thomas Fahl, managing director of Ocorian 

fund management, commented: “Becoming 

part of Ocorian provides us with an expanded 

international footprint, and our clients 

can benefit from a significantly broader 

range of fund and fiduciary solutions and  

specialist expertise.”

Apex and RepRisk partner on ESG

RepRisk, an environmental, social, and govern-

ance (ESG) data science firm, has teamed up with 

Apex Group to provide ESG risk data to the pri-

vate market.

As part of the partnership, Apex’s ESG rating and 

advisory portal has been updated to include 

RepRisk analytics reports and cases data on pri-

vate companies, allowing ESG insights to private 

companies and their investors.

Apex and RepRisk aim to close the gap for pri-

vate companies by delivering an ESG tool based 

on data insights.

Alexandra Mihailescu Cichon, executive vice presi-

dent sales and marketing at RepRisk, said: “RepRisk 

is the only ESG provider to systematically cover pri-

vate companies. While our dataset grows every day, 

it currently includes more than 120,000 private 

companies worldwide, in every sector and mar-

ket. RepRisk looks at what the world says about 

a company, not what a company says about itself 

– and in combination with Apex’s analysis on com-

pany disclosures and reporting, we’re able to pro-

vide a uniquely holistic picture of a company’s 

ESG profile.”

Andy Pitts-Tucker, managing director, Apex ESG 

ratings and advisory, explained that the part-

nership can play a role in influencing significant 

behavioural change, drive capital flows, and 

support clients as they look to improve their  

ESG performance.

“Apex ESG’s new platform was established to satisfy 

the demand from private markets for greater trans-

parency through a high quality, global, independ-

ent, single-source ESG solution. We help investors 

to collect, verify and evaluate data on their portfo-

lio companies and benchmark the quality and per-

formance of that data to produce quantitative and 

comparable analysis. With access to RepRisk’s inde-

pendent ESG data and insights, we are excited to 

provide a holistic perspective on each company,” 

Pitts-Tucker added.
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Throughout 2020, the beleaguered buy-side has faced new pressures. The 

market volatility stirred by economic reverberations of the global pandemic 

has ruptured business-as-usual. For many capital markets players, it has intro-

duced new pain points and has exacerbated existing industry issues, such as 

manual processing.

But these are just new creases in a surface where deep wrinkles had already 

formed. Asset managers were already under increased pressure from matur-

ing regulatory regimes around research and reporting, they have been facing 

more aggressive demands from investors in an era of evaporating alpha and 

are all too accustomed to being scrutinised for their data hygiene, for instance 

in how they demonstrate their compliance with environmental, social and gov-

ernance (ESG) mandates. Taken together, these challenges can appear insur-

mountable and paint a gloomy picture for the asset management industry.

However, where there are challenges, there are always opportunities. An 

already accelerating trend toward consolidation is quickening. New partner-

ships are burgeoning. And for some asset managers, ‘coopetition’ – collabora-

tion between competitors – is allowing them to expand on limited portfolio 

options and offer their clients more blended and bespoke services. For exam-

ple, combining offerings can serve to highlight key differentiators for asset 

managers, such as the fact that their clients still rely on them as an entry into 

non-standard asset classes like real estate, derivatives, private equity and 

even crypto-assets.

In this new area of increased partnership, asset managers can benefit from 

the combination of powerful brands but an old problem has reared its ugly 

head -- many institutions on the buy-side, not just asset managers, use dif-

ferent data formats and standards. Like tectonic plates, layers of technology 

As capital markets functions converge are 
increasingly outsourced, asset managers face 
existential questions about consolidation 
or partnership. But who is the right partner 
to help them navigate this turbulent period 
and emerge ready for a competitive future? 
SWIFT’s Stella Lim explains more

Capital Markets

The cure for the  
buy-side blues:  
interoperability in  
an era of change
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have created fault lines that lead to disparate reporting systems and propri-

etary standards – all of which have led to an industry that’s not particularly 

interoperable. 

A lack of interoperability isn’t good for an industry that still relies on fax 

machines and ink. Nowhere is this more obvious than in the areas of collat-

eral management and reconciliation, where a high volume of manual inter-

vention is still required. Transposition errors and data mismatches due to these 

processes create inefficiencies that drive up costs.

Drowning in a sea of spreadsheets, asset managers are increasingly outsourc-

ing more and more functionalities to third parties to modernise and meet 

client demand. Short of ripping out your entire back office and re-building 

from the ground up, there is little choice but to partner. Shopping out ser-

vices only reduces the workflow, it doesn’t reduce responsibilities towards 

clients and regulators. Faced with an increasing burden, these pressures are 

forcing mid-sized asset managers to either shed functions or to find the per-

fect partner to fill in the gaps.

Choosing the wrong partner can leave an asset manager reliant on a vendor – 

even if the service doesn’t quite match the description on the tin. In fact, asset 

managers often discover a mismatch between what is offered and what they 

actually need. If they change their mind, apart from switching cost, it’s also 

challenging, and costly, to re-internalise outsourced activities. Furthermore, 

this process is no mean feat and a transition can take around nine months 

to fully execute.

Modern asset managers serve a global client base. So they have a strong 

need to connect to multiple custodians in order to serve their clients’ needs. 

For them, integration isn’t a simple prospect. It means working with differ-

ent data formats, not to mention the differing levels of quality of data flows. 

Maintaining consistency between your data and outsourced data can be chal-

lenging – and costly.

What asset managers need is quite simple. They need a way to capitalise 

on data. Not only market data, but their own proprietary data. So, internal 

and external data needs to be interoperable and formatted for a present 

need for automation and a near future with artificial intelligence (AI) and 

machine learning. Data that doesn’t have to be transposed, manually from 

window to window. A single, full-service standardised gateway would do  

the trick.

But they also need service with a global edge – an offering with both the 

kind of reach that stretches into every major global market, but avoids the 

pitfalls of aligning regulatory compliance practices across disparate markets.

Most importantly, they need to connect securely and easily, not only to the 

vendors that best fit their needs, or to a counterparty, but to a global eco-

system. A truly international ecosystem that includes current and future cli-

ents. An ecosystem that is also a green field for innovation and a collabora-

tive environment, where layers of new value-added services take shape and 

an enhanced customer experience is delivered.

SWIFT is working closely with its community to build such a platform. It will 

enable greater transparency and increased efficiency in unprecedented ways 

for global securities players. By focusing our efforts on reducing risk and set-

tlement failures, delivering end-to-end transaction monitoring that provides 

visibility on the latest status – starting with settlement instructions, but with 

the plan to extend to other parts of the securities lifecycle such as corporate 

actions and collateral management – in near-real time and building a con-

solidated, real-time view of holdings across providers, we are answering the 

need of the industry in an unprecedented way.

For over 40 years, SWIFT has provided secure and reliable financial messag-

ing to the world’s financial services industry. Less commonly known is the fact 

that securities-related messaging now represents over half of the traffic on 

SWIFT. Now we are working with capital markets players – and the asset man-

agement community specifically – to co-engineer a platform that will deliver 

greater efficiency and transparency than ever before.

Learn more about what we’re doing by visiting www.swift.com 

A lack of interoperability isn’t 
good for an industry that still 
relies on fax machines and ink
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CIBC Mellon has spent many years establishing a strong and resilient foun-

dation, enabling it to rapidly shift 98 percent of its team to remote work and 

deliver stable execution through tremendous market volumes and volatility 

in March 2020. As volumes and volatility subsided from the record highs, we 

saw key metrics in both operational efficiency and employee sentiment con-

tinue to meet and in a number of cases exceed pre-pandemic benchmarks. 

CIBC Mellon launched a strategic “Future of Work” initiative, engaged exter-

nal consultants and took stock of how it could leverage its success to better 

position its clients and its employees for success through the challenges of 

2021 and beyond. 

2020 was a year of unprecedented challenge and change, with market and 

industry stakeholders forced to stay connected even while remaining apart 

amid the coronavirus pandemic. From potential mail disruptions to an enor-

mous number of operational, documentation and tax processes reliant on 

physical processes and wet signatures, market players were forced to revisit 

and carefully assess operating processes and models in this “new normal”.

Richard Anton discusses remote flexible, 
working and how CIBC Mellon stayed 
connected throughout the pandemic and 
what measures are in place for the future

The future of work

New Normal
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What factors supported a successful response?

CIBC Mellon’s resiliency and success in navigating this new working environ-

ment during the pandemic was driven by a number of factors, including a dis-

ciplined approach to business continuity, robust processes, resilient systems 

and technology, proven work-from-home capabilities, a client-centric focus, 

strong risk culture, an engaged workforce and the incorporation of insights 

from the company’s parent companies CIBC and BNY Mellon. 

Resilient systems and technology

Even amid heightened pressure CIBC Mellon’s leadership team understood 

the importance of upholding the trust placed in the company, and the com-

pany’s operational and risk managers were careful to reinforce the importance 

of following existing processes. The company had invested in bank-strong 

technology, regularly reinforced the importance of operational execution, 

cybersecurity protection and strong controls and governance. There was a 

clear awareness of risks – for example noting that one of the largest sources 

of potential security vulnerabilities is well-intentioned users short-circuiting 

controls while seeking to deliver for clients. The company undertook strong 

security programming, from employee education and awareness efforts to 

strong data security measures over endpoints (for example, always-on VPN 

and the closure of USB ports). 

The company also recognised the importance of planning. Since achieving cer-

tification to the ISO 22301 Business Continuity and Societal Security Standard 

in 2015, the company has conducted regular and robust reviews, carried out 

annual “tabletop” exercises in which executives and leaders respond to a sim-

ulated crisis, execution as well as the establishment of split operations across 

various offices. The company also benefited from real-life experience, having 

been forced to execute its business continuity plans after flooding rendered 

the company’s headquarters accessible for a full week in 2018 – through which 

the company delivered seamlessly. Throughout these experiences, the team 

also recognised the importance of continuous improvement, documenting 

and addressing opportunities and closing gaps. 

Proven work-from-home

Even prior to the pandemic, CIBC Mellon recognised the importance of work-

from-home (WFH) to business continuity programming as well as the merits 

of WFH. CIBC Mellon launched a formal work-from-home program for employ-

ees in 2017, enabling employees to work from home regularly. With opera-

tional teams regularly using remote work capabilities and desk sharing, and 

with workflow systems and automated processing in place, the company was 

able to rapidly mobilise its team to achieve 98 percent working from home. 

The organisation continued to engage with clients and provide support – as 

well as navigating challenges. For example, the company’s call centres were 

only designed to operate in-office, and the company took the people-centric 

step of temporarily shifting call centre operations to email and call-back ser-

vices until the company could implement a call centre technology designed 

to route calls to remote teams. Likewise, the company came together with 

industry associations, clients and other stakeholders to focus on the many 

paper processes and wet signatures associated with such processes as pen-

sioner payments, tax reclaims and other market documentation. While the 

industry as a whole still has many paper-driven processes, the pandemic 

experience has certainly created strong impetus to continue to move these 

to electronic formats. No doubt this pressure will continue in the months and  

years ahead. 

Global enterprise perspective

One of the key benefits to CIBC Mellon were the insights and lessons learned 

from across its global enterprise. The Canadian joint venture has two par-

ent companies, and benefited from their insights across domestic and  

global operations. 

Key achievements

CIBC Mellon has realised several key achievements during the pandemic. 

We are proud that we have maintained our risk culture, operational control – 

implementing and tracking more than 80 process exceptions. The centralised 

tracking of control exceptions was not the only key to maintaining strong gov-

ernance, but it enabled efficiency: rather than each group individually solving 

for the control requirements around accepting electronic approvals or adapt a 

paperless process, once the challenge was surmounted the central exception 

tracking enabled rollout of those exceptions to other groups facing the same 

challenge. Like many other aspects of asset servicing, the power of scale made 

a difference. One critical aspect was both a key achievement and a major suc-

cess factor: staying connected and keeping communications channels open 

even as we were physically separated. The company’s teams actively engaged 

with clients and employees, keeping them informed – for example, frequent 

employee, management and leadership meetings, detailed and regular client 

updates across multiple formats, and regular employee calls and messaging. 

As we transform into the future ways of working, we are implementing tech-

nology and collaboration tools. We are proud to maintain and strengthen our 

positive employee culture and engagement.

New Normal
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Navigating to future ways of work – strategic 
framework and initiatives 

We have put a strategic framework in place for futures ways of work, with 

key desired outcomes.

CIBC Mellon operates within flexible working models and spaces to enable 

organisational resiliency and enhance employee satisfaction and engage-

ment. We recognised the need for a connected and engaged work environ-

ment, bringing together employees and clients and leveraging the depth 

and breadth of all available collaborative capabilities. Employees are at the 

heart of great outcomes, so the team also recognises the need to support an 

enhanced employee experience through work/life flexibility. 

In a remote environment, employees have been able to maintain their pro-

ductivity levels and meet or, in some areas, exceed their daily deliverable 

benchmarks. Employees have noted that the ability to work from home has 

led to lower stress levels and more time to engage with their family, develop-

ing a stronger work/life balance. Teams whose tasks are done later in the day 

are finding that previous challenges, such as transit and commuting sched-

ules, are more manageable in a work from home environment. Internal sur-

vey results show the vast majority of CIBC Mellon of employees would prefer 

to continue working exclusively from home post-pandemic, and that over-

all sustainable engagement is significantly exceeding industry pandemic 

period benchmarks.

Looking ahead, CIBC Mellon will focus on achieving a flexible people and 

leadership development platform that enhances the overall employee expe-

rience and builds on desired CIBC Mellon behaviours. As we shift our opera-

tions to Future Ways of Work, CIBC Mellon has established seven strategic ini-

tiatives to guide our transformation:

• Adaptive leadership: Develop an adaptive leadership pro-

gramme grounded in a refreshed employee value proposi-

tion and competency set; that focuses on coaching, com-

munication and modelling of desired behaviours.

• Virtual training and onboarding: Invest in or build virtual train-

ing platforms for both clients and employees to support onboard-

ing, ongoing training mentorship and job shadowing programs.

• Digital engagement tools: Invest in and deploy digi-

tal engagement tools with an adoption program to increase 

connectivity for both employees and clients, while strate-

gically capturing and leveraging data and analytics.

• Remote policies and best practices: Define, imple-

ment, and update CIBC Mellon remote work policies, “office” 

requirements and best practices to leverage and pro-

mote internally employees and externally with clients.

• Location strategy: Determine and implement loca-

tion strategy based on operational requirements and 

costs (i.e. low-cost locations, leveraging time zones).

• Workforce strategy planning: Determine required future work-

force skills, define talent/workforce planning strategy and conduct 

organisational re-design to achieve global scale and footprint.

• Flexible office models and workspaces: Determine applica-

ble working and office models for each location and the “right 

type” of flexible workspace/benefits, etc. required (i.e. collab-

oration rooms, hoteling, etc.) – implement incrementally.

CIBC Mellon will focus on 
achieving a flexible people and

leadership development platform 
that enhances the overall employee 

experience and builds on desired 
CIBC Mellon behaviours
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Key questions and considerations 
for future operations

To inform CIBC Mellon’s strategic efforts, we asked ourselves a few  

key questions: 

Employee experience: How do we retain and strengthen our culture? How 

do we support employee wellness, engagement and productivity in a remote 

environment?

Ways of working: How can we best use our physical office spaces – both 

amid and beyond the pandemic environment? How will clients’ interactions 

with us evolve?

Work environment: How has remote working impacted the performance 

and interaction of our teams? What do people need at home to support long-

term remote productivity? 

Talent management: How do we continue to recruit, retain and motivate 

great people? How does proven remote working and onboarding capability 

enable us to evolve our talent acquisition? 

Some cautionary considerations as we navigate a remote work environment 

remain. For example, how will we retain our culture and connection, espe-

cially as we onboard new colleagues in a remote environment? Some indus-

try watchers feel that remote engagement may not fully substitute for in-of-

fice strategic collaboration or long term performance – expressing concern, 

for example, that millennial workforces or those outside the direct supervi-

sion of a manager may be more prone to distraction or dereliction of duty. 

At CIBC Mellon, more than 40 percent of employees are millennials – and 

yet our organisation has seen operational and employee sentiment met-

rics both rise. 

A few other hard questions organisations may wish to ask themselves include: 

Given that so many of us are now working from home, how do we think 

together? Some teams are working more hours and putting out more effort. 

Are a smaller subset of individuals are the ones driving the performance gains, 

or are employees simply investing more hours? What is our risk of our top 

performers “burning out”, being unable to sustain this performance level, or 

departing the organisation for other opportunities?

While the company has not yet established a date for return, as we look 

at key considerations for a return to the office, we have established 

processes and plans for a safe, phased and partial return, prioritising the 

health and safety of employees and considering their experience and 

sentiment, while monitoring advice and best practices from health and  

government authorities. 

We will be taking a tiered and gated approach to re-occupancy over 

an extended period, and our office occupancy will be below the pre- 

pandemic rate. 

We will continue to suspend inter-office travel, external meetings, though 

select employees have the ability to opt-in to return to office-based on busi-

ness or personal needs/sentiment. 

Considerations for our future operations will be to identify opportunities to 

better utilise facilities and improve collaboration with our employees and cli-

ents, recognise that our team members may work remotely on a long-term 

basis, while sustaining and enhancing stakeholder relationships, and con-

nect virtually. 

Sustaining positive momentum

As we explore new ways of working, we are asking what the future looks like 

look and the ways in which we can build on the momentum that we’ve estab-

lished across our organisations and within our teams. 

Sustain remote operations: Introduce new technologies, reinforce new 

behaviours – drive greater transparency, effectiveness and efficiency. 

Maintain connectivity: We will continue to put clients at the centre, keep 

communication channels open. We will better enable clients’ access to data, 

and we will be flexible, modular and faster. 

Democratise our teams and capture time zone advantage: Break the grav-

ity of HQ. Strengthen remote onboarding, continue to grow our teams across 

Canada. Foster productive frontline innovation. 

Enable oversight and greater confidence: Support and sustain client over-

sight in a remote environment – and recognise evolving stakeholder needs. 

2021 is shaping up to be a challenging year, but we are confident that with 

the right focus, an ongoing investment into great people and a clear vision – 

along with a willingness to continue to ask questions – we can help position 

our company, client and industry for success.

New Normal
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Cryptocurrencies, which represent a new form of a digital asset based on a 

network that is distributed across a large number of computers, has been in 

the limelight for some time now but regulation around digital assets is some-

what lacking.

Experts explain that this decentralised structure allows them to exist outside 

the control of governments and central authorities. Meanwhile, blockchains, 

which are organisational methods for ensuring the integrity of transactional 

data, is an essential component of many cryptocurrencies.

Some in the industry suggest that blockchain and related technology is a dis-

ruptor, while others see it as evolutionary rather than revolutionary.

The newly proposed digital asset 
legislation in Germany is set to strengthen 
the country as a business location 
and increase transparency, market 
integrity and investor protection
Maddie Saghir reports

Cryptocurrency Focus
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Cryptocurrencies have come under fire a few times with critics saying they 

can be used for illegal activities, exchange rate volatility, and vulnerabilities 

of the infrastructure underlying them.

Meanwhile, others have given them praise for their portability, divisibility, 

inflation resistance, and transparency.

Despite the mixed bag of opinions, there is movement going on with market 

players introducing new platforms, and existing firms partnering with smaller 

fintech firms within the digital asset space to expand on their existing services.

One country that has experienced further movement on legislation and reg-

ulation in the digital assets space is Germany.

On 1 August the Germany Finance Ministry proposed legislation to modern-

ise German securities law and the associated supervisory law.

With the establishment of digital securities, the German Finance Ministry 

noted that one of the central components of the Federal Government’s block-

chain strategy and the joint key issues paper of the BMF and the BMJV on elec-

tronic securities will be implemented. 

According to the current legal situation, financial instruments that are classi-

fied as securities under civil law must be securitised in a document. The pro-

posed regulation also creates regulatory clarity.

It was noted that the Federal Financial Supervisory Authority will monitor 

the issuance and the maintenance of decentralised registers as new finan-

cial services under the eWpG, the KWG and the central securities deposi-

tory regulation.

The ministry of finance said the draft differentiates between the maintenance 

of a central electronic securities register by a central securities depository and 

the maintenance of registers for issuing electronic bonds made possible by 

distributed ledger technologies, among other things.

The ministry explained: “Adapting the legal framework to new technologies, 

especially blockchain technology, serves to strengthen Germany as a business 

location and increase transparency, market integrity and investor protection.”

Deutsche Boerse Group, among others, welcomed the draft law on the intro-

duction of digital securities.

Gerd Hartung, head of new digital markets at Clearstream, says: “Digital asset 

servicing in this context bears great potential to drive automation e.g. via 

smart contracts, but we expect that this will only fully unfold over a longer 

period of time because of significant integration efforts for the distribution 

channels in today’s markets.”

Meanwhile, a spokesperson from the Federal Financial Supervisory Authority 

(BaFin) explains that since the proposed legislation aims to introduce the issu-

ance of dematerialised debt securities in accordance with German civil law, 

BaFin expects the following two items to be the key driver with regard to the 

potential impact on the asset servicing market:

• Firstly, traditional market participants and issuers will be allowed 

to issue dematerialised debt securities (in particular, bearer 

bonds). In doing so, the draft proposal promotes digitalisation 

for both, capital markets and at the level of each individual mar-

ket participant while they can rely on existing processes for trad-

ing and post-trade services.

• Secondly, the proposed legislation will also foster innova-

tion and the potential use of distributed ledger technol-

ogy (DLT) for the issuance of dematerialised debt securities 

which are initially registered with a crypto-security registrar 

(Kryptowertpapierregister). Thereby, many start-up companies 

and fintechs located in Germany engage in competition to tra-

ditional players based on their expertise in terms of technology 

and digital processes.

Roles might change in a distributed 
world, but tasks and responsibilities 

will still have to be fulfilled in a reliable, 
scalable and efficient manner

Cryptocurrency Focus
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Modernisation

The modernisation in German securities law and the associated supervisory 

law is something that industry participants are particularly looking forward to.

Clearstream says they appreciate the dematerialisation of German securities 

and have been promoting it for years previously.

The broad and technology-neutral approach as formulated in the draft bill 

helps to digitise the whole market and not only niche markets.

“This focus on the whole industry and a regulatory framework for new types 

of securities (so-called “crypto securities”) should be kept and advanced to 

asset classes other than bearer bonds,” comments Hartung.

Meanwhile, BaFin in its role as the supervisory authority will focus on the asso-

ciated supervisory law.  Therefore, associated amendments to the supervisory 

framework such as the German Banking Act (Kreditwesengesetz) aims to intro-

duce the new financial service (crypto security registrar) and to set pruden-

tial requirements which provide further regulatory clarity and guidance with 

regard to digital securities including crypto-securities.

“From a high-level perspective, BaFin also aims to support innova-

tion and digitalisation. Furthermore, these amendments complement 

the overarching regulatory framework for crypto-assets,” according to a  

BaFin spokesperson.

New opportunities and challenges

The newly proposed legislation in Germany could create the potential to spur 

an increase in the number of new digital custody firms, or create a rise in the 

number of existing custodians expanding their services. However, BaFin high-

lights that the proposed new financial service (crypto security registrar) should 

be clearly distinguished from custody services, including crypto-asset custody 

in accordance with the German regulatory framework.

With reference to Article 7(4) of the proposed legislation, the registrar func-

tion as such does not qualify as custody service in the meaning of the German 

Custody Act.

“Therefore, BaFin expects new firms emerging to apply for an authorisa-

tion to provide services as crypto security registrar,” comments the  

BaFin spokesperson.

At the same time, BaFin has also noticed that many traditional asset servicing 

companies argued in favour of an extension to also provide services as a cen-

tral registrar for electronically issued securities (Zentrales Register).

Hartung highlights that the proposed legislation brings opportunities for the 

whole industry: be it new entrants, existing custodians or new partnerships 

between different market participants.

According to Hartung, the legislator has to create a level playing field with 

clearly defined rules and responsibilities for everybody to have the chance 

to contribute to the new setup.

“Roles might change in a distributed world, but tasks and responsibilities will 

still have to be fulfilled in a reliable, scalable and efficient manner. Lots of dif-

ferent solutions in the back office, for example, for custody it might lead to 

fragmentation in the market and ultimately a lack of scalability and reduced 

efficiencies,” Hartung adds.

Although opportunities are at hand there are still some barriers that could 

get in the way if the legislation is passed. For example, different laws across 

Europe would pose additional work for market participants and could pre-

vent real market adoption.

The European Commission published a legislative proposal on Markets in 

Crypto-assets (MiCA), which would regulate crypto-assets that fall outside 

the scope of current EU financial market regulation.

This focus on the whole industry and a 
regulatory framework for new types of 
securities (so-called “crypto securities”) 
should be kept and advanced to asset 

classes other than bearer bonds
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The EC suggested special rules for stablecoins. If adopted, MiCA will replace 

existing regulatory frameworks applicable to crypto-assets in the EU mem-

ber states.

The proposal builds on advice received from the European Banking Authority 

(EBA) and the European Securities and Markets Authority (ESMA).

MiCA, which aims to be technology, asset class and jurisdiction agnostic neu-

tral, allows for the use of both permission-less and permission-based distrib-

uted ledger technology (DLT).

“We see explicitly a possible overruling by the proposed EU legislation on MiCA 

and the pilot regime for decentralised market infrastructure. Mismatches in the 

positions might hinder or delay investments in infrastructure, as regulatory 

overruling is a business risk for building new infrastructures,” affirms Hartung.

Problems could also arise on the supervisory and applicant side based on the 

variety of possible and technical implementation of the new crypto securi-

ties registrar function.

As a result, the authorisation process could lead to additional questions or 

information requests especially with regard to the technical implementa-

tion and the interaction with the decentralised ledger and the management 

of operational risks, according to experts.

A waiting game

While industry experts are optimistic about this new legislation there is still 

no clear answer on how long this could take to implement.

While the implementation of the law is planned for Q1 2021, it will take time 

for real and broad market adoption.

Clearstream’s Hartung stressed that the broad market adoption of this new 

legislation will require efforts from all players within the overall financial mar-

ket ecosystem.

Generally, the adoption of the proposed legislation follows the legislative 

procedure in Germany. 

This means that market participants will have to wait for the final details of 

the transitional provision with regard to the authorisation in accordance with 

the German Banking Act.

But could this movement in Germany give other European countries a nudge 

to update and modernise existing legislation?

Taking into account the digital finance package adopted and published by 

the European Commission at the end of September, BaFin said it generally 

supports the initiative to establish a regulatory framework for crypto-assets 

and the application of DLT in financial markets.

“Hence, BaFin appreciates to actively contribute to the ongoing discussion 

with other representative bodies of European member states,” the spokes-

person comments.

Hartung weighs in on this saying that  Luxembourg’s adoption of digital secu-

rities last year was a major impetus for the European financial markets.

“More countries embedding new technology in their financial markets in a sus-

tainable manner will certainly cause others to follow. Germany has to ensure 

that it doesn’t lag behind in the EU whilst lobbying and working towards a 

common European framework for digital finance,” Hartung concludes.

We see explicitly a possible overruling 
by the proposed EU legislation on 

MiCA and the pilot regime for 
decentralised market infrastructure. 

Mismatches in the positions might hinder 
or delay investments in infrastructure, 
as regulatory overruling is a business 
risk for building new infrastructures
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The cloud is officially mainstream. 

According to the Flexera 2020 State of the Cloud Report, more than half of 

respondents have reached advanced cloud maturity level, with multi-cloud 

revealed as the dominant strategy, adopted by nearly all of the 750 organi-

sations surveyed. Given the variety of benefits offered by a multi-cloud strat-

egy, this growth is unsurprising, especially within financial services, an indus-

try well-placed to reap the unique benefits the approach delivers. 

Resilience and compliance

Combining resources from multiple clouds increases reliability – should one 

provider fail, firms can shift resources to another cloud provider, an especially 

attractive option in financial services, which depends on transaction process-

ing being fully operational. Additionally, the industry has increased its focus 

on resilience following the market volatility in March and April as a result of 

the COVID-19 pandemic. For many firms, this has accelerated their digital 

transformation as they strive to boost resiliency through automation, thereby 

decreasing the odds of any type of failure or disruption as a result of human 

intervention. As part of advancing their technology infrastructures, firms will 

consider a multi-cloud strategy, and given its inherent reliability benefits, the 

industry is likely to see multi-cloud usage continue to rise.

Beyond resilience, multi-cloud provides attractive compliance benefits to a 

highly regulated industry. Not only does the approach facilitate more flexi-

ble data governance, but an adaptable cloud architecture empowers firms to 

optimise different security and compliance benefits from a variety of vendors. 

While multi-cloud strategies are complex to manage and test, Exactpro’s 
Iosif Itkin says employing the right mix of expertise and tools can ensure 
firms see the benefits of enhanced resilience, data governance and compliance 
while managing and eliminating the strategies’ downside risks

Multi-Cloud Strategy

Maximising the benefits of a 
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This promotes best practices for firms while avoiding becoming locked into 

one vendor, for better or for worse. 

The trade-off is complexity. The ability to customise and combine the 

strengths of several cloud providers results in a more complex cloud archi-

tecture, which is more challenging to manage and to test. 

An unbreakable link

From a testing standpoint, the technology is essentially the same when using 

multiple clouds, as are the functional aspects, as in, the system requirements 

and capability assessments. The difference lies in the non-functional require-

ments, including performance, latency, failover capabilities, ability to operate 

under significant load and ability to operate during short load peaks. These 

non-functional requirements are linked to their environment, and because 

multi-cloud systems are hybrid, they must be tested as a whole, including busi-

ness logic, data, gateways and protocols, and application programming inter-

face (API) interactions with both upstream and downstream systems. The ina-

bility to separate these testing processes from the cloud technology environ-

ment presents a test design challenge as to whether each specific test and/

or test suite is assessing the system or the underlying cloud infrastructure.

To ensure test projects are thorough and robust, quality assurance (QA) 

teams must validate and verify the entire system, end-to-end. However, in a 

multi-cloud environment, differences in security levels, network and access 

settings create challenges regarding comprehensive test execution performed 

holistically against system components within different clouds. 

Different cloud services may work through proprietary data management APIs, 

which introduces the need for the testing tools to reconcile the data from com-

ponents associated with different cloud providers. Additionally, some cloud 

frameworks allow external interactions with the infrastructure while oth-

ers require the test automation framework to be placed within and operate 

through the internal connections. Finally, supported encryption standard cre-

ates another variable that must be considered. This high level of variability in 

requirements creates challenges when performing concurrent actions gener-

ally originated by one test automation source across multi-cloud components.  

Regulatory challenges

As is often the case in financial services, when the popularity of a particu-

lar technology grows, so does the level of regulatory scrutiny. The Financial 

Conduct Authority (FCA) guidance for firms outsourcing to the cloud and 

other third-party IT points out that while cloud usage can deliver greater flex-

ibility and enable innovation, it introduces risks, and stipulates that firms can-

not delegate responsibility for these risks to the service provider. The guide-

lines cover topics such as risk management, data security and change man-

agement, as well as specify that firms should have an exit plan should they 

need to terminate their relationship with a provider. Further, the FCA speci-

fies that “where multiple providers form part of an overall arrangement,” the 

guidelines should be applied across the arrangement as a whole. 

From a testing standpoint, rules around data security limit the range of pos-

sible ways to process text execution data and extract valuable information 

needed for monitoring and forecasting tasks. Should regulators choose to 

impose geographic restrictions on multi-cloud use, it can affect the efficiency 

of internationally distributed QA team operations. 

Cost and control

Firms may find a multi-cloud strategy more cost-effective because it allows 

them to customise services from a variety of vendors competing to offer bet-

ter services at a lower price point. However, it is important to factor in the 

cost of high-volume automated testing (HiVAT) performed in the cloud.  The 

test harnesses connected to the platforms in the cloud generate diverse data 

flows under load, subjecting the system to various intermittent problems, like 

As part of advancing their technology 
infrastructures, firms will consider a multi-

cloud strategy, and given its inherent 
reliability benefits, the industry is likely 
to see multi-cloud usage continue to rise
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race conditions and data inconsistencies that will not be obvious if we just 

run tests one by one.  

HiVAT is extremely beneficial to financial firms because it uncovers defects in 

the test environment, as opposed to in production, when a service or solu-

tion is under load with many clients depending on its reliable performance. 

It also opens up the possibility of streamlining the processes not only for the 

cloud, but for internal development and testing as well.  However, the bill from 

a cloud provider after the cloud-based test environment is strongly stressed 

with HiVAT can be hefty, and it’s a factor worth exploring before making any 

decisions regarding a multi-cloud strategy. 

In addition to cost challenges, there are two key operational hurdles to 

overcome when testing a multi-cloud strategy: testing team readiness and 

onboarding. The testing specialists’ skillset needs to be highly versatile to 

ensure they understand the specifics of different cloud technologies and are 

able to operate infrastructure management solutions for multicloud, using 

different tools for different cloud services when necessary.  Before the start 

of actual QA activities, the external team needs to undergo a long compli-

ance check process to obtain access to the client’s cloud infrastructure. Geo-

restriction policies put in place in the organisation’s cloud can result in a third-

party QA services provider’s offshore team being denied that access. 

Enterprises striving for multi-cloud adoption should understand that even 

for the most experienced external teams, it may not be possible to overcome 

the difficulties stemming from the delegation of control and responsibility. In 

multi-cloud environments, information security, regulatory compliance, and 

high availability of the infrastructure strongly depend on external parties. 

Additionally, emulation of outages on different nodes of the cloud network, 

as well as their geographical distribution, are controlled by the cloud service 

provider, not by the client who is (ideally) interested in having their system 

tested to its limits. 

Firms must weigh the benefits of virtual environment diversity, storage, and 

scalability against the loss of complete control over the quality of the enter-

prise technology platform as a whole. There is a related, broader benefit – the 

adoption of cloud environments appears to have driven a better understand-

ing of control over the test environments and the importance of data storage.

Exactpro’s way to address these challenges involves two key components: 

people and tools. 

Software testers devising and implementing multi-cloud strategies should 

be expert at managing distributed components in different cloud environ-

ments. In addition, the best are those that work at the intersection of testing, 

programming, and data analysis.

Looking at tools for testing resilience in multi-cloud environments, Exactpro 

has built a test automation framework, th2, which addresses several chal-

lenges at once. The platform is cloud-ready and supports extensive load test-

ing through multiple iterations so that the client does not have to balance 

thorough testing with the cost of test runs executed in third-party clouds.  This 

is crucial when a complex system needs constant and regular testing under 

load. In addition, th2 is tailored for major defect mining activities. It serves as 

storage for all test execution data and is enhanced with built-in test coverage 

analytics and compliance reporting capabilities. With a focus on extensive data 

processing, th2 makes it possible to execute more tests and run them concur-

rently under load, allowing for data-driven and model-based testing at the 

point where functional and non-functional approaches converge. The plat-

form consolidates the power of the entire Exactpro test tool suite in a single 

solution and integrates with a variety of widely adopted test tools and frame-

works via its open interface.

In a complex, interdependent industry like financial services, the benefits of 

a multi-cloud strategy are clear to see.  While these strategies are complex to 

manage and test, employing the right mix of expertise and tools can ensure 

firms see the benefits of enhanced resilience, data governance and compli-

ance while managing and eliminating the strategies’ downside risks.

Enterprises striving for multi-cloud 
adoption should understand that even 

for the most experienced external teams, 
it may not be possible to overcome 
the difficulties stemming from the 

delegation of control and responsibility
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The Saudi Arabia capital market opened to foreign investors in 2015. While for-

eign investors could previously access the market through swaps, the inflow 

into direct equities was a new and welcome phenomenon.

Since then, in a short span of five years, the extent and pace of developments 

have been very impressive, enriching the market with infrastructure enhance-

ments, enhancements to the regulatory framework, and the introduction of 

new financial instruments.

With a market capitalisation of $2.20 trillion, Saudi Arabia is presently ranked 

among the top 10 exchanges in the world.

Saudi Vision 2030 is driving growth in 
the Kingdom of Saudi Arabia’s financial 
services industry with the market set to 
stand up tall among its global peers
Maddie Saghir reports

Saudi Arabia

Standing tall

www.assetservicingtimes.com

36



Madhur Bhandari, head of securities services, HSBC Saudi Arabia, explains that 

government debt has also been listed on the exchange platform and access 

to debt has recently been opened to all categories of investors.

“We have seen new product launches, such as derivatives, the publication of 

rules issued in relation to securities lending and borrowing, and new mar-

ket infrastructure in the form of Muqassa as the central counterparty as well 

as a small and medium enterprise (SME) exchange (ie, the Nomu market),” 

Bhandari says.

In parallel, he explains that market authorities opened new channels for inves-

tors to access the market through the depositary receipt (DR) route enabling 

new investment into the market and facilitating local companies to access 

capital overseas. The inclusion of the Saudi market in the emerging markets 

indices and the diversification of investment opportunities has seen ever 

increasing flows, and Bhandari suggests this has played a major role in attract-

ing new asset servicing players offering a wide array of products and services 

in the Saudi capital market.

2030 vision

Saudi Arabia is also working on a new strategic framework, the Saudi Vision 

2030, to reduce the country’s dependence on oil, diversify its economy, and 

develop public service sectors such as health, education, infrastructure, rec-

reation, and tourism.

Within its financial sector, the initiative aims to develop a diversified and effec-

tive financial sector to support the development of the national economy, 

diversify its sources of income, and stimulate savings, finance and investment 

as well as projecting Saudi Arabia as one of the key markets in the Middle East 

and one of the top ten financial markets in the world.

Just last month, Reuters reported that Saudi Arabia’s finance minister said that 

the Kingdom’s Vision 2030 to diversify the economy away from oil has been 

“tried and tested”, particularly during the coronavirus pandemic.

“It proved to be the right plan. The economy was able to actually deal with it 

(the coronavirus crisis), the government was able to deal with it in a very ade-

quate way,” Mohammed al-Jadaan said.

He added that Saudi Arabia’s sovereign wealth fund, the Public Investment 

Fund, was investing to catalyse the private sector, including in the indus-

trial sector.

Developing the financial sector is a “key pillar” of Saudi Vision 2030 whose 

implementation saw many essential changes and developments, accord-

ing to Bhandari.

Some of those developments are aimed at increasing the depth of the Saudi 

market by increasing the number and diversity of listed companies, relaxing 

foreign investor access to the market, improving corporate governance norms, 

enhancing investor protection and confidence through appropriate regula-

tions, for example, anti-money laundering (AML) rules, bankruptcy law, and 

listing and disclosure requirements.

In addition, the introduction of multiple investment schemes and financial 

instruments has matched various needs of potential investors to access the 

markets such as foreign strategic investors, qualified foreign investors, the 

Nomu market, and full access to the debt capital market.

Bhandari explains that all of these initiatives have “effectively made it sim-

pler for investors to invest, and issuers to access capital — a hallmark of what 

Vision 2030 was meant to achieve”.

However, he notes that the market authorities aim to continue to do more 

in this space.

Office openings

The government’s focus on the country’s financial services space has attracted 

new players to the Kingdom of Saudi Arabia.

In July this year, BNY Mellon received conditional regulatory approval to estab-

lish a presence and open an office in Riyadh.

Speaking to Asset Servicing Times in July, a spokesperson from BNY Mellon 

said: “This is an exciting first step to establishing operations in the Kingdom 

of Saudi Arabia given the significance of the country to the G20 economy, as a 

centre of capital markets in the region, and home to some of our most sophis-

ticated institutional clients and new opportunities.”

But BNY Mellon is not the only big player to have recently enhanced its pres-

ence in the country. In August State Street expanded its Middle East presence 

by opening an office in Riyadh.

Speaking at the time of the announcement in August, Jörg Ambrosius, 

head of Europe, Middle East and Africa at State Street, said: “Saudi Arabia 
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itself is a strategically important country for State Street. Having an office 

here is absolutely vital for us to fulfil our ambitious growth plans for  

the region.”

Movement and growth in the Middle East were predicted last year dur-

ing the second Arab Capital Markets Conference in Jordan, when 

Andy Dyson, CEO of the International Securities Lending Association 

(ISLA), suggested that securities lending could unlock success in the  

Middle East.

Dyson explained that some of the largest global investors are located within 

the region and have actively participated in securities lending for many years, 

yet the regional domestic markets are underdeveloped.

“We have already seen strong and positive moves in this direction within Saudi 

Arabia, along with the announcement from the authorities in Bahrain earlier 

this week to allow short selling and lending.”

Anthony Habis, head of middle east and Africa, BNY Mellon, explains: “The 

Kingdom of Saudi Arabia is a significant G20 economy, a centre of capital 

markets in the region and home to many sophisticated investors and finan-

cial institutions.”

Businesses are thriving in the Kingdom of Saudi Arabia with home-grown 

firms increasingly looking to manage the inflow and outflow of capital.

“We work with a wide range of sovereign wealth funds, financial institutions, 

governments and other clients throughout the region, providing asset ser-

vicing and ancillary services, corporate trust and treasury services and have 

been servicing Kingdom of Saudi Arabia clients for more than 30 years and 

been conducting business in the Middle East and Africa for over 100 years,” 

explains Habbis.

However, Bhandari explains that the expansion has not been limited to just 

this year.

Bhandari says: “Movement comes with the completion of all-inclusion phases 

of Saudi Arabia to the emerging market indices (MSCI, FTSE Russell, and S&P 

Dow Jones), Saudi Aramco’s IPO at the end of 2019 and further relaxations of 

market access to foreign investors.”

“Several capital market firms have continued to expand their focus into the 

Kingdom and several of them have set up local offices in Saudi Arabia over 

the past few years,” he adds.

Market challenges

The pace of market developments, while welcome in terms of implementing 

strategy, at times can become a challenge as all market participants may not 

have the same level of flexibility to adapt to this change at the pace driven 

by the market.

Bhandari explains: “It may necessitate a reasonable time span from market 

participants to adapt and digest.”

The asset servicing industry in Saudi Arabia has also started expanding since 

the market opening to foreign institutions in 2015 and is a relatively new 

industry in the Kingdom.

“While there is a great pool of young and upcoming talent in the Saudi mar-

ket, it can at times be challenging to find people with deep-rooted asset ser-

vicing experience,” he notes.

Moving forward

Over the next decade, the Saudi Vision 2030 will continue to drive 

growth in the country. Bhandari suggests that in turn will result in 

new opportunities and sectors, new and growing businesses and com-

panies, most of whom will tap the capital markets in some shape  

and form.

Bhandari notes: “Growth will always look for capital to fund it; there is, there-

fore, an opportunity for the Saudi capital markets to cater to this through new 

paper and products to enhance liquidity in existing securities.”

“We will continue to see Saudi allocations grow in existing investor books as 

well as new investors entering the market through the various schemes avail-

able in the market.”

However, growth is always accompanied by risk in various areas, according 

to Bhandari, and that is where the market authorities can help identify and 

mitigate this through various mechanisms, several of which are in the plan-

ning stages.

He concludes: “Asset servicing providers and professionals also have 

a key role to play in this respect. All of this augurs well for all-round 

growth in Saudi Arabia with the market standing up tall among its  

global peers.”
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Fabrice Tomenko has been 
promoted to CEO and head 
of digital trust at Clearstream 
International S.A., one of 
many Clearstream entities, 
based in Luxembourg.

Tomenko, who has worked at Clearstream 

for 12 years, most recently served as head 

product development banking funding  

and financing.

Prior to this, he worked as head business and 

product development global funding and 

financing, and before that he was head of col-

lateral management, product management.

Before joining Clearstream, Tomenko worked 

at BNY Mellon as head of collateral manage-

ment, operations and client services.

In addition, within the board of directors at 

Clearstream International S.A., Tilman Fechter 

has been appointed as chairman of the board.

Fechter, who is also head of banking, funding 

and financing at Clearstream, has worked at 

Clearstream for 13 years.

Alter Domus has appointed David Boyd as Cayman country executive 
to lead the firm’s Cayman Islands fund administration, corporate and  
fiduciary services.

Boyd brings more than 21 years of experience 

in the Cayman Islands financial services industry, 

where he has specialised in providing director-

ships and fund administration services to invest-

ment funds, investment management companies 

and special purpose vehicles. 

Most recently, he worked as managing director at 

Forbes Hare Fund Services. In addition, he served 

as head of fund services at Appleby Fund Services 

(Cayman) and director and COO at Butterfield 

Fulcrum (Cayman).

This new appointment follows Alter Domus’ new 

office opening in the Cayman Islands, which 

expands its existing presence in North America. 

The new office opening will offer a suite of fund 

administration, corporate and debt capital market 

services for Cayman Islands structures.

In his new role, Boyd will report to Paul Woods, 

regional executive North America. Woods 

explained that North America is a strategic growth 

market for Alter Domus. 

Woods commented: “The opening of our office 

under David Boyd’s leadership is the next step in 

expanding our North American footprint and ser-

vicing clients whose needs are increasingly global 

and multi-jurisdictional. With his deep expertise 

in fund services and his strong understanding of 

the local market, Boyd is the ideal leader to help 

expand Alter Domus’ presence in Cayman and 

build a talented team of experts in the year ahead.” 

Commenting on his new appointment, Boyd said: 

“Alter Domus is a rapidly growing fund services pro-

vider that has developed and maintained close cli-

ent relationships with asset managers and inves-

tors around the world. I am excited to be part of 

this growth story as we bring Alter Domus’ indus-

try-leading technology solutions and alternative 

investments expertise to the Cayman Islands to 

help clients navigate the increasingly complex 

regulatory landscape.”
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SIX has hired Stuart Kidd as a 
senior sales manager with a focus 
on its post trade services, including 
clearing, settlement and custody.

Kidd is also promoting the exchange’s 

advanced tax ser vices related to  

securities trading.

He reports to Brendan Bambury, SIX’s 

head of post trade sales for the UK and  

the Nordics.

Based in London, Kidd has spent the 

past several years offering consult-

ing work through his own firm, includ-

ing three years with Commerzbank 

and then the past eight months with  

Margin Reform.

He also brings nine years’ experience 

with J.P. Morgan, where he worked pri-

marily in the over-the-counter deriva-

tives business first in the UK, then Australia  

and Singapore.

Jay Clayton, chair of the US Securities 
and Exchange Commission (SEC) 
will be concluding his tenure at 
the end of this year. After serving 
more than three-and-a-half years, 
Clayton will leave the SEC as one 
of its longest-serving chairs.

During his tenure, Clayton guided the agency 

through several major global shifts in finan-

cial regulation – some of which are still evolv-

ing –such as the EU’s adoption of the sec-

ond Markets in Financial Instruments Directive 

(MiFID) reforms, the transition away from LIBOR,  

and Brexit.

The timing of Clayton’s departure means his 

replacement will be among the first appointments 

made by the incoming president Joe Biden, who 

will enter The White House on 20 January 2021.

As the prospect of multiple viable vaccines to 

COVID-19 is now possible in the near-term, the 

next chair will be tasked with overseeing the 

largest capital market recovery effort since the 

2007/08 global financial crisis.

The SEC says Clayton was responsible for strength-

ening the commission’s enforcement programmes, 

navigating changes in the markets and the COVID-

19 pandemic and also led efforts to promote diver-

sity, inclusion and opportunity in the workplace.

During Clayton’s tenure, the commission obtained 

orders for over $14 billion in monetary reme-

dies, including a record $4.68 billion in fiscal year 

2020, and returned approximately $3.5 billion to  

harmed investors.

In addition, the commission paid approximately 

$565 million to whistleblowers, including the 

largest single award in the programme’s his-

tory ($114 million) which was given out earlier  

this year.

Prior to joining the commission, Clayton was a 

partner at Sullivan & Cromwell where he was a 

member of the firm’s management committee and 

co-head of the firm’s corporate practice. From 2009 

to 2017, Clayton was a lecturer in law and a profes-

sor at the University of Pennsylvania Law School.

Prior to joining Sullivan & Cromwell, Clayton 

served as a law clerk for the Honorable Marvin Katz 

of the US District Court for the Eastern District of 

Pennsylvania and was a member of the New York 

and Washington, DC bars.

Clayton comments: “I am proud of our collective 

efforts to advance each part of the SEC’s tripartite 

mission, always with an eye on the interests of our 

main street investors.

“The US capital markets ecosystem is the strongest 

and most nimble in the world, and thanks to the 

hard work of the diverse and inclusive SEC team, 

we have improved investor protections, promoted 

capital formation for small and larger businesses, 

and enabled our markets to function more trans-

parently and efficiently.”
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Clearwater Analytics has hired 
FIS’ former head of sales for 
collateral and securities finance 
software to lead the sales effort 
for its new pensions segment.

Clearwater Analytics is a cloud-based soft-

ware-as-a-service fintech that provides 

automated investment accounting, per-

formance, compliance, and risk report-

ing for insurance companies, asset manag-

ers, corporations, banks, governments, and  

other institutions.

Christian Bullaro has now joined as a sales 

director with a mandate to spearhead its push 

into the pensions space by building a new 

team that will promote Clearwater’s books 

and records offering to both public and cor-

porate funds.

Speaking to AST, Bullaro said that Clearwater 

sees “a natural expansion into the pensions 

space as the next step in the process”.

Based in New York, he will report to Scott 

Erickson, Clearwater’s COO.

Bullaro joins Clearwater from Finastra where 

he was head of capital market sales for North 

America for just over a year.

Before that he served as managing director, 

head of enterprise software sales, for data ana-

lytics and financial services provider firm S3.

Between 2013 and 2018 he was FIS’ 

head of sales for collateral and securities  

finance software.

His CV also includes an eight-year stint as J.P. 

Morgan’s head of sales and relationship man-

agement for derivatives and cash collateral for 

North America.

Options Clearing Corporation’s 
(OCC) David Prosperi has 
retired as senior vice president, 
communications, after just 
under six years with the equity 
derivatives clearinghouse.

He will be replaced by Michael Shore who joined 

OCC in January. Shore is leading the communica-

tions function and reporting to Julie Bauer, who 

oversees the entire OCC external relations team.

Prosperi’s more than a three-decade long career 

in senior communications roles took him from The 

White House, through two presidential campaigns, 

and three cabinet-level agencies, before he arrived 

at the Chicago-based clearing house in 2015.

At OCC, Prosperi was responsible for all external 

and internal communications for the world’s larg-

est equity derivatives clearing organisation during 

the pivotal years when wider market awareness 

and understanding of the role of central counter-

parties (CCPs) was still developing.

He reported to the executive chairman Craig 

Donohue and worked directly with CEO John 

Davidson to lead the rebranding initiative that 

began in 2018.

Prosperi’s communications career began in 

1979 as a press aide for the 1980 Reagan pres-

idential campaign. During that period he trav-

elled with governor Reagan on the campaign 

trail and worked with acclaimed political PR guru  

Lyn Nofziger.

Prosperi went on to become assistant press secre-

tary at The White House from 1981 to 1982.

From there, he held a series of senior public sector 

roles before returning to his hometown of Chicago 

in 1990 to serve at the Chicago Board of Trade as 

senior vice president and assistant to the CEO — 

a role he held for 13 years.

Next was CME Clearing where he first met and 

worked directly with Donohue, then CME’s CEO, 

for four years, including throughout CME’s merger 

with Prosperi’s prior employer in 2007, to become 

CME Group.

From June 2008 until joining OCC, Prosperi led 

the global public relations activities for Aon, the 

risk management and human capital advisor. This 

included all external communications related to 

Aon’s global partnership with the English football 

club Manchester United.

Displaying a shrewd acumen for when to leave 

on a high, Prosperi followed United manager Alex 

Ferguson’s lead and left the club and Aon in 2015 

for OCC.

“I really enjoyed my experience at OCC and the 

opportunity to work again with Craig Donohue 

and with some very smart people who have an 

impact every day in global financial markets,”  

said Prosperi.

“I would like to believe I helped move the needle for 

OCC in terms of how the organisation is perceived 

today in the marketplace, and that there is greater 

awareness and understanding of the vital role it 

plays as a CCP for the users of the US exchange-

listed options markets.”
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