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First Class
Service

Eurex Clearing partners with seven
for new clearing service

FRANKFURT 02.06.2012

Seven banks have agreed to work with European
clearinghouse Eurex Clearing of the Deutsche Borse
Group on a new clearing service for OTC interest rate
swaps (IRS).

Barclays, BNP Paribas, Citibank, Credit Suisse,
Deutsche Bank, J.P. Morgan and Morgan Stanley will
all support the launch of EurexOTC Clear for IRS that
Eurex Clear said will deliver risk management and
safety for dealer and client clearing.

The service will be ready at the beginning of July
2012 and it will be rolled out in the second half of
the year.

In an emailed statement, Matthias Graulich, the head
of clearing initiatives at Eurex Clearing, said that the
specific terms of the partnership are confidential.

He added: “The arrangements and details are still sub-
ject to contractual finalisation. The partners are in the
process to concluding all the detailed work. The part-
nership honours the early and sustained commitment to
adopt the service and provide the best choice of clear-
ing solutions to customers.”

Eurex Clearing’s decision to partner with big banks on
the new clearing service is one that it has taken before.
Consulting and cooperating with market participants
such as Barclays and J.P. Morgan are “measures we
have used for many years”, explained Graulich.

“As a clearinghouse and market infrastructure provider we
have various committees—including for example a risk
advisory committee as required by EMIR—to gather such
demands and advise and get directions from our custom-
ers and users to operate and further develop the service.”
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ISDA partners up with Markit

The International Swaps and Derivatives Association (ISDA) will partner up with
Markit to develop a solution that enables counterparties to amend their OTC
derivatives documentation to aid compliance with Dodd-Frank.
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BNP Paribas mandated for Equinox fund

BNP Paribas will provide administrative services for the Frontier fund.The fund
is owned by Equinox Fund Management, a US alternative investment manager
with approximately $1.5 billion in assets under management.
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Fund Processing Passport (FPP)
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actions
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For Transfer agent and distributors testimonials
or more information, please contact:
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+ 32 2 655 3418, michele.deboe@swift.com

EMEA Region: Edward Glyn:
+44 20 7762 2165, edward.glyn@swift.com

APAC Region: Marco Attilio:
+65 6347 8000, marco.attilio@swift.com
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ISDA and Markit expect that the solution will
also be enhanced to facilitate compliance with
regulatory requirements in other jurisdictions as
they are finalised.

“ISDA s very pleased to work with Markit to pro-
vide an important service to firms who are faced
with significant compliance requirements within
a very short timeframe,” said Robert Pickel,
ISDA’s chief executive officer. “We believe it will
be an effective, efficient solution for market par-
ticipants in the US and eventually in Europe and
around the world.”

“The industry is working against aggressive
timelines,” asserted a statement from ISDA.
“ISDA and Markit expect to have an electronic
questionnaire and reporting structure opera-
tional by 1 August 2012, in order to facilitate
compliance with Dodd-Frank External Business
Conduct rule October deadlines, with succes-
sive iterations available prior to other regulatory
implementation deadlines.”

Continued from page 1

Eurex Clearing is also open to partnering with
others on the new clearing service. Graulich
said: “Our partnership approach is fair and
open. We want to incentivise clearing members
to adopt and offer the service at the broadest
possible scale.”

The move to set up a new clearing service for
OTC IRS comes ahead of European and US ef-
forts to push OTC trading into clearinghouses
with the European Market Infrastructure Regu-
lation and the US Dodd-Frank Act.

“It is the business logic of a clearing service to
create scope and scale to become ever more
attractive for its customers. Consequently, we
are committed to eventually offer the full EMIR
scope. We are also looking beyond the scope
of the clearing mandate for further opportuni-
ties where market demands, the levels of risk
profile, standardisation and liquidity justify and
allow for a CCP offering,” added Graulich.

The OTC IRS clearing business is picking up as
regulatory changes approach.

More than $1 trillion in buy-side client no-
tional volumes have been cleared on the
platform of LCH.Clearnet’s IRS clearing ser-
vice, SwapClear.

“We are delighted to see such significant buy-
side activity in advance of regulatory clearing
mandates,” said Michael Davie, the CEO of

SwapClear. “By moving now, institutional clients
are taking full advantage of a more robust infra-
structure and the cost and efficiency gains of an
orderly transition.”

SwapClear’s clients are capitalising on the
benefits of trading on a clearinghouse, which
include a reduction in counterparty risk, and
operational and capital efficiencies, according
to SwapClear.

Other benefits include a dealer liquidity pool of
more than $300 trillion notional outstanding, mar-
ket-standard pricing and operational simplicity.

Ray Kahn, the head of OTC derivatives clearing
at Barclays, which uses SwapClear’s services,
said: “Every month this year we've seen an in-
crease in the number of clients initiating their
clearing process. Those buy-side participants
who move to a clearing environment early are
able to optimise their infrastructure and begin
reaping the benefits of centralised clearing
ahead of regulatory deadlines.”

Continued from page 1

The mandate follows Equinox’s selection of
BNP Paribas in January 2012 for administrative
services of its mutual fund offerings, including
MutualHedge Frontier Legends fund, and the
Equinox alternative strategy platform.

Newsln

The solution that BNP Paribas created for the
Frontier fund simultaneously calculates daily
equity and trading notional value for each
managed futures trading company that is by
the fund.

“We've enjoyed a positive experience with
BNP Paribas and believe [it is] the right
choice to deliver the highest-quality adminis-
trative services for our fund,” said Bob Enck,
CEO of Equinox. “BNP Paribas has raised
the industry standard and continues to pro-
vide us with independent, best-in-class fund
administration services.”

Barclays has cleared more than $1 trillion no-
tional of interest rates, credit and FX OTC de-
rivatives transactions on behalf of its clients.

Barclays’s $1 trillion of cleared notional trans-
actions include 11,000 derivatives contracts
executed by regional banks, investment man-
agers, pension funds, insurance, hedge funds
and government agencies.

The transactions, which covered eight cur-
rencies, four high-yield indices and nine
investment grade indices, were cleared on
clearinghouses, including LCH.Clearnet's
SwapClear and IntercontinentalExchange’s
ICE Clear Credit.

Michael Yarian, the head of agency deriva-
tives services at Barclays, said: “Barclays has
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a very strong commitment to helping drive in-
dustry solutions significantly ahead of deadlines
for regulatory change, and to providing the best
possible clearing capabilities.”

“We are therefore very pleased to have
achieved this milestone. The investments that
we have made in our platform have allowed
us to provide scale quickly and easily for cli-
ents who are voluntarily moving to a centrally-
cleared business model.”

Ray Kahn, the head of OTC derivatives clearing
at Barclays, said: “While this volume of clearing
is significant, we believe it is only a very small
portion of what will be cleared as regulatory
deadlines approach and more clients move to a
centrally-cleared model.”

“To successfully achieve the automation and
straight-through processing needs of central
clearing, industry participants need to make sig-
nificant investments in infrastructure and test-
ing. Our work over the past two years allows us
to provide practical solutions to our clients.”

Fidessa lends a hand with
Japanese equities

Nissan Century Securities, an independent se-
curities company in Japan, has selected Fides-
sa’s Japanese trading platform to trade Japa-
nese cash equities.

Nissan Century Securities is the only Japanese
domestic brokerage firm that offers access to
the four major Japanese exchanges—Tokyo
Stock Exchange, Osaka Stock Exchange, To-
kyo Commodity Exchange and Tokyo Grain Ex-
change—as a clearing member/participant.

Both retail and institutional clients around the
world already send orders to Nissan for more
than one million derivatives contracts per month.

Tomoaki Hirao, an executive officer and the
head of global sales and derivative planning at
Nissan Century Securities, said: “The dramati-
cally improved speeds of execution offered by
the TSE’s arrowhead system have influenced
off-shore prop firms, who have been trading
mainly derivatives, to shift their interests to
cash equities.”

“Our main aim for supporting domestic cash eg-
uity trading is to attract new off-shore custom-
ers to trade Japanese markets. To build up such
a new business line in a short period of time,
Fidessa was the best fit.”

Corporate and Investment Banking

Standard Bank offers a sophisticated range of safekeeping, clearing and related
services to local and foreign institutional investors in the South African and 12
sub-Saharan markets. For information e-mail transacts@standardbank.co.za

Polish brokerage house DM
BOS selects SunGard

DM BOS, the Polish stock exchange member
and OTC brokerage house, has chosen Sun-
Gard’s Valdi and SunGard Global Network
(SGN) for direct market access and global con-
nectivity for its traders.

The deployment will help DM BOS to prepare
for the launch of the Warsaw Stock Exchange’s
(WSE’s) new NYSE Euronext UTP trading plat-
form and to expand its business by offering con-
nectivity to global exchanges and a network of
trading participants.

The firm will use Valdi’'s automated trading tools
for auto-hedging, index arbitrage, market mak-
ing and contract rollover management.

Przemyslaw Sobotowski, vice president at DM
BOS, said, “SunGard proved to be the right
technology partner to support our ambitious
growth plans. The solution offers broad and
deep functional coverage for trading and con-
nectivity platform that will help us connect to the
WSE's launch of the NYSE Euronext UTP trad-
ing platform later this year.”

DM BOS was the first broker in Poland, and is
the current leader of the future contracts mar-
ket, with roughly 15 percent share of the market
in 2011.

Smithfield Foods appoints BNY
Mellon as custodian

BNY Mellon has been named custodian for US
food company Smithfield Foods’s employee de-
fined benefit plan.

The bank will provide custody, accounting, per-
formance measurement and benefit disburse-
ment services for the plan, which has more than
$1 billion AUM.

“BNY Mellon’s highly developed technology so-
lutions and responsive client service staff will
allow us to better serve our thousands of em-
ployees and retirees around the country,” said
Tim Dykstra, the vice president and treasurer of
Smithfield Foods.

“We look forward to supporting Smithfield
Foods in this new mandate,” said Samir Pan-
diri, the executive vice president and head
of asset servicing-Americas at BNY Mellon.
“As always, we’ll work hard to deliver the in-
formation, performance metrics, and related

Moving Forward

NewslInBrief

services Smithfield requires to make informed
decisions in managing their employee defined
benefit plan.”

Polish CSD links with its
Latvian counterpart

The National Depository for Securities (KDPW),
the Polish CSD, is opening a new direct link with
the Latvian Central Depository.

They signed an agreement in June 2012 that
provides for the clearing and settlement of
trades in shares of companies that are dual
listed on the Warsaw Stock Exchange and the
stock exchange in Riga, Latvia, which is a part
of the Baltic market exchanges of Nasdag OMX.

Iwona Sroka, the president and CEO of KDPW,
said: “KDPW is working actively to enable for-
eign issuers to be listed on the Warsaw trading
floor and for them to raise capital from a broad
range of investors present in the Polish mar-
ket. Latvian issuers seeking capital can take
advantage of the offer and the benefits of the
Polish stock exchange, its business environ-
ment and infrastructure.”

“We believe such a complementary offer may
benefit both the Warsaw and the Riga stock
markets by stimulating their growth.”

KPDW opened a link with the Sibiu Deposi-
tory in Romania in March 2012. It has also
opened links in Slovenia, Bulgaria, Canada
and Lithuania.

BNY Mellon asset servicing
vital to valuation

Forbes has declared BNY Mellon’s asset ser-
vicing business crucial to its $27 per share
market valuation.

Maintaining a price estimate of $27 for a BNY
Mellon share, nearly 26 percent above the cur-
rent market price, Forbes stated that it believed
that this premium is largely due to the “weak
short-term outlook for global custody banking”.

It added: “The bank’s foreign-exchange relat-
ed lawsuits are also a bitter pill for investors
to swallow.”

Asset servicing represents 30 percent of the
company’s stock value, with Forbes noting
that BNY Mellon’s assets under custody have
grown at “well over” 7 percent annually over
the last five years, with approximate expected

@ Standard Bank
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growth of 5 percent in coming years, due to
consolidation in the industry and expansion in
developing economies.

SimCorp: Dodd-Frank is a
catalyst for change

Investment management software and services
provider SimCorp has released a white paper
examining credit risk exposures and how buy-
side firms can use the US Dodd-Frank Act to as-
sess their readiness for credit risk reforms and
implement risk management.

The white paper, which is authored by Else
Braathen, the head of the risk management
domain at SimCorp, looks at the Dodd-Frank
definition of credit risk exposures and the
obligations and opportunities that this pre-
sents to buy-side firms, assessing a firm’s
readiness for credit risk reforms, and credit
default management.

The white paper’s release comes as 30 per-
cent of respondents to a SimCorp poll, which
surveyed approximately 100 executives from 50
buy-side firms in the US, admitted that it would
take days or weeks to estimate the profit and
loss of a potential default of the companies to
which they are exposed.

Dodd-Frank outlines that credit exposures need
to be measured across all transactions and
holdings to limit the ripple effects of company
defaults, explained SimCorp.

“While Dodd-Frank is a good start for credit
reforms, definitions are limited and overlook
the potential default of the issuers of the de-
rivatives’ underlying assets, which can have
a significant impact on a firm’s exposure,”
said Braathen.

The white paper goes on to identify eight as-
pects to an effective credit default risk solution.

These include: consolidating position-keeping
across all holdings for an accurate view of ex-
posure; identifying exposures for all issuer and
counterparty risks; showing underlying issuer
risks derived from the underlying assets of de-
rivatives and funds; including collateral to view
mitigated counterparty risk exposures; and ag-
gregating all of these to gain a complete view of
exposure in case of a default.

David Kubersky, the managing director for
SimCorp North America, said: “While OTC de-
rivatives have come under fire for being risky
products, they can also provide great returns if
managed with a 360 degree view into both ex-
posure and performance.”

“Many of our clients who chose to leverage
technology to facilitate transparency in the trade
lifecycle were among those least impacted by
the 2008 financial crisis.”

NAB on custody high

Fiducian Portfolio Services has mandated
NAB’s asset servicing business as its new cus-
todian, and AMNIST Super has renewed its
contract with the Australian bank.

Fiducian currently manages approximately
AUS$2.1 billion across a retail platform and
wholesale funds and provides financial services
in five areas—funds management, advice ser-
vices, portfolio administration, information tech-
nology and business services.

The new custody mandate is effective as of the
middle of May.

“NAB’s key differentiators from other market
participants included the advantage of a solid
local Australian company, a desire to enter into
a long-term partnership, in-depth knowledge of
our type of business and a focus and commit-
ment to the Australian market,” said Indy Singh,
managing director at Fiducian.

NAB also was reappointed as custodian to the
AUS$1 billion AMIST Super for a further three-
year contract after an independent review that
was performed by Michael Block.

“NAB’s understanding of our industry, the
strength of NAB’s balance sheet and the
consistent service levels they have provided
over a period were key aspects of our de-
cision,” said James Thomas, the CEO of
AMIST Super.

Semiconductor company selects
BNY Mellon in Taiwan

Taiwan-based semiconductor company Himax
Technologies has chosen BNY Mellon as the
depository for its American depository re-
ceipts programme.

Himax produces driver integrated circuits and
timing controllers that are used in TVs, note-
book computers, monitors, mobile phones,
tablets, digital cameras, car navigation systems
and other consumer electronics devices.

It employs approximately 1,400 people
throughout Taiwan, China, South Korea, Ja-
pan and the US. It also owns more than 1,200
patents globally.

Jackie Chang, the chief financial officer of
Himax, said: “We were impressed by the glob-
al resources and customised solutions that
BNY Mellon can offer a high growth company
such as ours. We look forward to working with
BNY Mellon on initiatives that will strengthen
visibility of our company and our despository
receipts programme.”

“To be chosen by Himax illustrates our capac-
ity to support rapidly growing firms in dynamic
sectors,” said Michael Cole-Fontayn, the CEO
of BNY Mellon’s depository receipts business.

NewslInBrief

Algorithmics launches pension
risk management solution

Algorithmics, an IBM Company, has launched
a new edition of its existing solution, Portfolio
Construction and Risk Management for Pension
Funds, to help pension funds better manage
their funding status.

Algorithmics has recently signed the Alberta
Teachers’ Retirement Fund Board (ATRF) as
a client for the new edition of the solution.
Derek Brodersen, the chief investment officer
of ATRF, said: “Pension funds are increasingly
being required to meet higher standards for
risk management.

“With Algorithmics we have a solution that helps
us address our fiduciary requirements. Our for-
mer risk advisory service used Algorithmics as
its technology platform so we are familiar with
the software and the quality of risk analytics to
help set and monitor our performance against
agreed risk targets and limits.”

Dr Andrew Aziz, executive vice president of buy-
side risk solutions at Algorithmics, commented:
“Pension funds are facing more complex and
volatile markets. While this requires sophisticat-
ed understanding of investments and risk, many
smaller funds lack specialised staff, data and
infrastructure to meet evolving needs.”

BNP Paribas wins Polish sub-
custody mandate

BNP Paribas Securities Services has won a
mandate to provide sub-custody and settlement
services to ConvergEx in Poland.

ConvergEx provides proprietary software
products and technology-enabled services to
more than 4,000 asset managers and finan-
cial intermediary customers. It offers its global
customers execution in more than 100 mar-
kets worldwide.

Commenting on the arrangement, Bea Ordonez,
the chief operating officer of ConvergEx’s global
execution business, said: “We were very im-
pressed with BNP Paribas Securities Services’
capabilities in Poland and are pleased to have
appointed them as our sub-custodian.”

Andrzej Szadkowski, the head of BNP Paribas
Securities Services Poland, said: “We are
pleased to have signed this agreement with
ConvergEx and we look forward to supporting
their business activities here in the burgeoning
Polish market. This win significantly strengthens
our position as a sub-custodian in Poland.”

The development extends a relationship that
began in 2009 when ConvergEx appointed TEB
Securities Services, BNP Paribas Securities
Services’s joint venture in Turkey, as its local
custodian in the Turkish market.
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Israel pension fund
chooses Citi

Citi will provide fund administration services for
Phoenix Pension & Provident Funds to support
its new personal provident fund offering, a form
of retirement savings through defined contribu-
tion schemes.

Citi launched fund administration services in
Israel in March 2012, and this mandate repre-
sents Citi’s first fund administration agreement
with a local institutional asset manager.

Sanjiv Sawhney, global head of fund ser-
vices at Citi Transaction Services, said:
“This deal illustrates Citi’s ability to combine
global resources and practices with local
expertise to offer our clients best-of-breed
solutions. | am confident that this will prove
to be a valuable fund administration model
for our clients in Israel.”

Asset Control gains footprint

in Brazil

BTG Pactual, a Brazilian investment bank, will
implement solutions provider Asset Control’s
AC Plus.

Stage one of the implementation is sched-

uled to be completed by the end of next
quarter, leveraging Asset Control’s local de-
livery capability.

BTG Pactual will have access to AC Plus’
out-of-the-box Bloomberg loader, which is
fully supported and updated by Asset Con-
trol. The loader provides quick time to pro-
duction, and mapping libraries eliminate
the maintenance required on updates to the
Bloomberg feed.

Phil Lynch, CEO of Asset Control, said: “The
rapidly expanding economies of Latin Amer-
ica and Brazil represent a real opportunity.
Technology will be a necessity for capitalis-
ing on this growth, but investment will only
provide returns when combined with a focus
on data management.”

Income drops at RBC after
Dexia buyout

The Royal Bank of Canada released its 2Q re-
sults, which revealed that for continuing opera-
tions, net income was at $1.56 billion, down 7
percent from $1.68 billion year-on-year.

However, profit from continuing operations ex-
cluding a loss tied to buying out its RBC Dexia
Investor Services partner rose to $1.73 billion.

NewslInBrief

RBC’s move to take full control of global cus-
tody, fund and pension administration ser-
vices provider RBC Dexia Investor Services
was approved by the European Commission
on 15 May.

RBC Dexia Investor Services is a joint venture
between RBC and Banque Internationale a Lux-
embourg, which was previously called Dexia
Banque Internationale a Luxembourg.

RBC and Banque Internationale each own 50
percent of the business, but the French-Belgium
bank was reportedly forced to sell its stake after
it fell victim to the European debit crisis and the
2008 credit crisis.

RBC announced its intention to buy Banque In-
ternationale’s 50 percent stake in RBC Dexia in
October 2011 and signed a definitive agreement
to do so in April 2012.

RBC paid €837.5 million (C$1.1 billion) to take
full control of RBC Dexia.

Of the results, Gordon Nixon, RBC president
and CEO, said: “Our solid second quarter re-
sults reflect continued business growth and an
investment in a strategic acquisition with attrac-
tive growth prospects.”

If you’re a senior asset servicing professional
and are interested in progressing your career,
you should be speaking with us

Liz Cleary in Singapore on +65 (0) 6832 5507 / email liz@hornbychapman.com

or Paul Chapman in London on +44 (0) 207 959 2439 / email paul@hornbychapman.com

www. hornbychapman.com | Albert Buildings 49 Queen Victoria Street London EC4N 4SA

www.assetservicingtimes.com —



http://www.hornbychapman.com
http://www.ubs.com/fundservices

Until you have the

compelitive

edge you deserve.

It's not our leading-edge technology platforms that will give you the edge.
(Although obviously they’ll help.)

Nor is it our fifty years of experience.

(Although that too is pretty important.)

So is it our extensive expertise in asset servicing?

No. It's none of these things.

[t's one thing.

Our commitment to relationships.

At UBS, we listen.

And we listen hard.

You may manage traditional or alternative investments.

Your needs may be simple or complex.

But no one will work harder, shoulder to shoulder, to find a solution.
No one will give you a more competitive edge.

Enough of our words. We want to hear yours.

E-mail us at fundservices@ubs.com
or go to www.ubs.com/fundservices

for

G

Top rated 2009-2011 in
Global Custodian Hedge

Fund Administration Survey We will not rest % UBS

© UBS 2012. All rights reserved.


http://www.ubs.com/fundservices

AST talks to Nick Solt of Moore Stephens
Fund Administration about what Jersey
has to offer in a stormy marketplace |

GEORGINA LAVERS REPORTS e

What is your career background?

| trained as an accountant in general practice in
the UK, and after qualifying, | moved to Jersey to
work for Moore Stephens in the audit department.
Early on, | was seconded into an area dealing with
large real estate and fund promoting clients in or-
der to cover for a period of staff change.

This was a growing area that has since be-
come the separate fund services business
that is Moore Stephens Fund Administration,
and when the opportunity to extend my time
in this area was offered, | gladly accepted, as
it was an exciting time of growth in the Jersey
funds sector.

Since then, | have worked my way up
through the ranks to become a director of
Moore Stephens Fund Administration, a role
in which [ am involved in overseeing the pro-
vision of a quality, bespoke fund administra-
tion service to our clients, as well as sitting
on the board of a number of fund structures
and being responsible for a great deal of the
business development effort being under-
taken by the company.

How would you sell Jersey as a
domicile to fund promoters?

Jersey is a politically stable and well-regulat-
ed jurisdiction. It provides fund investors with
comfort that the funds that they invest into
are being operated under sound guidelines
by duly qualified and regulated professional
service providers.

The benefit of this to a promoter is not only that
they can be confident in the service that they
will receive but also that the pool of potential in-
vestors is widened, as many investors are now
keen to seek the more stable fund regimes for
their investments.

While overseeing a ‘blue chip’ regulatory envi-
ronment, the Jersey Financial Services Com-
mission (JFSC) is able to adapt to changes to
the funds industry to ensure that Jersey contin-
ues to provide the best possible service.

While it would be disingenuous to ignore the
benefit of being a tax neutral jurisdiction, the
strength of the regulatory framework and the
depth and quality of service providers in Jersey

Industrylnsight

ensures that it compares well to other destina-
tions when promoters are looking at suitable
domiciles for their funds.

What regulations are currently causing
you concern?

Regulation has expanded significantly in re-
cent years, which is, probably, an understand-
able reaction to various events during the fi-
nancial crisis.

Given our location, it would be fair to say that
AIFMD probably heads that list, especially as it
still seems to be continually evolving.

In Jersey, we have the benefit of strong in-
dustry bodies in the shape of the Jersey
Funds Association and Jersey Finance Lim-
ited, which, in conjunction with the JFSC, are
working hard to ensure that the island as a
whole is able to react positively and be com-
pliant with the directive in whatever form it
finally takes. Having said that, it is clear that,
until such time as we can be certain how the
directive will operate, Moore Stephens Fund
Administration and Jersey as a whole will
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have to ensure that we are continually aware
of developments.

As for the wider regulatory framework, we
works with these professional bodies in Jer-
sey to ensure that this is continually reviewed
and updated to ensure that Jersey’s regulatory
environment is one that allows us to provide a
comprehensive and effective service to clients.
An example of this is the recent introduction of
the Private Placement Fund Regime in Jersey,
which provides a fast track, lighter-touch regula-
tory regime for promoters setting up funds for
sophisticated investors.

Do you think consolidation will reduce
competition, and is it worth considering?

Clearly, a large-scale consolidation will reduce
the number of service providers and, being
someone who is by nature an advocate of com-
petition as a means to ensure the maintenance
of quality and comprehensive services, | think
that too much consolidation isn’t necessarily a
good thing. Moore Stephens Fund Administration
has grown organically over the years as it allows
us to control culture and quality, but that does not
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mean that we would rule out growth by acquisi-
tion in the future if the right opportunity arose.

In either case, | believe that there will continue
to be a place for a wide spectrum of service pro-
viders from the smaller bespoke operation to the
larger fund houses as the differing cultures and
expertise provide the variety that is important for
clients and is healthy for the wider industry.

Do you feel that the time from en-
quiry to the launch of a fund is
longer than it should be?

Clearly, in recent years the timescale for fund
launches has got longer. This is the result, in
part, of greater regulation, but also an under-
standable increase in investor caution.

The greater pre-launch work being required dur-
ing the promotional phase is perhaps inevitable,
but for certain promoters and larger investors
that do not need the extra regulatory protection,
this can prove frustrating.

However, in Jersey there is a regulatory move
towards offerings for such sophisticated inves-
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tors and those promoting funds to them, which
will allow for shorter fund establishment times. A
prime example of this move is the Private Place-
ment Fund Regime, which allows for faster fund
launches to enable opportunities to be targeted
where speed to market is of an essence, as
these can be launched in three days.

What funds do you think are coming
back into fashion?

In our experience, the effect of the economic
uncertainty has led investors to change their
attitude to risk quite a lot. The acceptable risk
profiles and returns of funds that we are dealing
with are less than they used to be.

We are noticing that this has had a couple of
main effects. Firstly, there seems to be a re-
turn to a preference for safer cash generating
assets in sectors such as real estate. Sec-
ondly, the smaller, private pooled investment
schemes seem to be back in vogue as they
allow greater control and bargaining power for
the larger lead investors.

This latter move has in some cases reached its

www.assetservicingtimes.com —




ultimate conclusion with promoters winning sin-
gle investor mandates from large institutions to
ensure that they have complete control over the
portfolio of assets.

What are some of the extra demands
being placed on administrators?

The increase in regulation and demands by gov-
ernment and other bodies in the form of legisla-
tion such as AIFMD in the EU and FATCA in the
US are obviously placing extra demands on ad-
ministrators. They have to ensure that they are
on top of these changes and have the proce-
dures and controls in place to be able to operate
under them.

The changing profile of both investors and in-
vestment opportunities, as the global economy
shifts and the new emerging markets develop,
also place greater demands on administrators
to ensure that they have the expertise and pro-
cesses in place to be on top of the due diligence
and other challenges that these present.

In recent years, we have found that there has
been a drive for closer scrutiny and greater
attention to the detail of fund performance by
investors and this has led to a demand for
tailored reporting that is specific to their indi-
vidual needs. This is especially prevalent with
new start up fund promoters, which is an area
in which Moore Stephens Fund Administration
can provide that added value, as one of our key
strengths is the provision of bespoke account-
ing and reporting solutions.

At Moore Stephens Fund Administration, we see
these extra demands as an opportunity for the
quality service providers to differentiate them-
selves as they meet these challenges without al-
lowing them to affect the service that is provided.

What are your feelings on outsourcing?

As a rule, Moore Stephens Fund Administration
does not outsource many services, as we feel
that the bespoke services that we provide are
best served by us. This is because we have a
high level of in-house expertise, which allows us
to control and maintain quality of service.

However, there are certain niche services that may
need to be outsourced, and for larger service pro-
viders offering homogenous platforms, there may
indeed be efficiencies to be found by outsourcing
certain services. In these cases, there is no reason
not to do so as long as there are proper processes
in place that can ensure that these services are
properly monitored and controlled.

A prime example is the provision of technical ac-
counting services, where a fund administrator
does not have the expertise in-house to do this.
As this is a service that we can provide, | am
obviously not adverse to this.

| would say that there is an inherent risk if out-
sourcing is taken to an extreme. This is partic-

ularly true when a fund operation is not main-
tained and controlled in the jurisdiction in which
it is regulated, as this can create issues for both
the fund administrator and the regulator in the
local jurisdiction.

Are you expecting more fund administrators
to enter into the Jersey market?

Given the current climate and upfront costs re-
quired, | do not expect too many new fund ad-
ministration providers to be set up in the short
term. This is because the existing market has
a wide range of service providers already sup-
plying quality services, from bespoke operations
such as Moore Stephens Fund Administration
up to the larger, bank-owned operations.

Having said that, the positive approach of the
JFSC in helping businesses to migrate to Jersey
and the positive regulatory environment could
lead fund managers and administrators to move
their businesses and the funds that they oper-
ate to Jersey. | am aware that there have been
enquiries to this effect already.

Hopefully, the slow economic recovery will
gather pace and, along with possible business
migrations, this will lead to an expansion of
the Jersey funds sector, which can only ben-
efit us all.

How will AIFMD affect your busi-
ness, and what do you expect for
its final draft?

AIFMD continues to be something that takes
up a certain amount of our time, as there is still
some of uncertainty as to its final form.

While this uncertainty reigns, predicting the fi-
nal draft is at best tricky, but clearly the final re-
sult will place the greater regulatory controls on
funds (and hence fund administrators operating
those funds) that wish to promote to investors
within the EU. However, | do not see this as be-
ing a barrier to entry to other jurisdictions that
are prepared to maintain the same standards.
This would be as much of a detriment to the EU
as it would to those jurisdictions.

The JFSC and industry bodies are confident
that Jersey as a whole will be able to provide
AIFMD compliant structures, and we at Moore
Stephens Fund Administration are equally con-
fident that our high standard of procedures and
controls will enable us to continue to provide an
efficient service in whatever form the directive
finally takes.

Is the on-going review of corporate
governance welcomed?

As a service provider with already strong cor-
porate governance processes operating in the
current environment, any review does not con-
cern us. In fact, it could be said that the on-going
changes should be welcomed by providers such
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as Moore Stephens Fund Administration operat-
ing under regulations such as those that exist in
Jersey. It is better if all service providers and ju-
risdictions are maintaining the same standards,
so that the playing field is level.

What are the challenges of working
and living in an offshore jurisdiction?

The challenges of working and living in an off-
shore jurisdiction are both business and personal.

On a business level, offshore jurisdictions can
suffer from staffing problems, but in Jersey we
are fortunate in having a large pool of quality
professionals to recruit from where necessary.
Not being too far from the rest of Europe allows
us to bring in additional expertise.

The relative remoteness is less of a problem as
modern communications are such that there are
few problems with maintaining work relation-
ships and contact with clients. The only possi-
ble issue is that you have to allow a little extra
time for travel when you are meeting with people
face-to-face, but we factor this into our plans.

The challenges for me on a personal level are
maintaining contact with family and friends, as
| am not from Jersey originally, although they
seem less concerned, which might be a cause
for concern for me!

A challenge or perhaps frustration that can raise its
head occasionally is that often, outside of finance,
the role of a tax neutral jurisdiction in facilitating the
efficient movement of capital for the benefit of the
world economy is often misrepresented. You can
occasionally find yourself justifying things to those
that have been, perhaps, misinformed.

What about the benefits?

Jersey is a lovely place to live, with access to
both the countryside and the sea. Compared
the commute in London, my commute to work
is slightly less onerous, because if you travel too
far in Jersey you are going to get a little wet! This
means that, even in busy periods when working
long hours, it is easier to wind down after a hard
day at the office. AST

Moore Stephens Fund Administration

Nick Solt
Director
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The fall of the Iron Curtain in 1989 not only cre-
ated drastic political changes in the region but
also introduced the need for the establishment
of new capital markets. Once termed LEDCs
(less economically developed countries), these
nations continue to develop into markets that
can attract internal and external investment,
and generate profits. However, as with any
emerging market, the nations need to address
challenges in establishing a workable infrastruc-
ture, trade execution and sound regulation.

It is fair to say that Eastern European markets
currently have a less integrated environment in
which to work. The absence of adopted messag-
ing standards, lack of automation, and reliance on
manual processing are just some of the noted de-
ficiencies. In general, the inconsistency in which
information is dispersed in these markets poses
many obstacles to trade operations processing.

The big emerging market in the region is Rus-
sia. At the recent ISITC (International Securities
Industry Trade Communication) Industry Forum
and Working Group event in Denver, Colorado,
Sean Flynn of Fidelity Investments, and the co-
chair of ISITC’s Investment Manager Forum,
presented an in-depth presentation of the Rus-
sian market. Many of the following points are
based on Flynn’s presentation.

The Russian stock exchange was a logical
evolution of the large scale privatisation of
state-owned companies in the 1990s and the
need to raise private capital. The timing of this
occurrence was actually advantageous as the
first national stock exchange, the US dollar-
denominated Russian Trading System, or RTS,
had electronic, not paper-based, share certifi-
cates from the outset. This makes the exchange
unique from many of the Eastern European
markets, which are heavily based on physical
securities. However, transfers and settlements
in Russia are still paper-based and require the
physical delivery of orders, which can result in
unpredictable delays. There may have been a
lack of infrastructure planning on the part of the

exchange in the initial stages as there was no
central depository established and the control
of tracking and settling trades was given to the
issuers’ registrars. In addition, there is still no
agreed settlement cycle for Russian equities;
much of the settlement process is dependent
on the location and capabilities of the registrar.

In regard to corporate actions in Russia, the
most troublesome issue may be the lack of a
centralised source for the announcements of
events in the Russian equity market. In estab-
lished markets, several sources are normally
available and the use of data cleansing appli-
cations can be deployed to ensure accuracy.
Without any announcement being generated,
the timing, election and execution are all radi-
cally affected once the event is finally released.

In general, when an announcement, such as a
dividend, is made, there is often a lack of in-
formation on when the dividend will actually be
paid. There are no ex-dividend dates as the
Russian market is record-date driven. This
structure, coupled with the absence of market
claims in Russia, means that there is no estab-
lished mechanism for compensating the rightful
holder of entitlements at the time of the event.

There are also multiple changes to the an-
nounced dividend rates, and sometimes the
rates are estimated, which are often signifi-
cantly different from the final rates. There can
be several updates to the rates between the an-
nouncements of the record and payment dates.

The majority of dividends and other mandatory ac-
tions are announced after record date in Russia.
This is especially true of ADRs (American deposi-
tory receipts)—an important source of external in-
vestment—in which rates are not announced until
close to the pay date, in spite of the fact that local
credit lines are announced much earlier.

When dealing with local sub-custodians in Rus-
sia, many asset management firms have ob-
served and experienced long delays in response

to inquiries. As in any market, a delay in resolving
an issue could result in missed deadlines, incor-
rect elections and lost revenue opportunities.

Finally, and perhaps most crucially, is the de-
lay in payments for Russian corporate actions.
Compared to other markets, payments on cor-
porate actions on Russian companies take sig-
nificantly longer to be received than from other
countries. It has been noted that the proximity
of an issuer to the city of Moscow can have a
direct effect on the speed of payment.

However, there may very well be hope on the ho-
rizon for Russian corporate actions processing.
Starting in 2008, Russian and global custodians met
with regulators on a recurring basis to identify ways
to improve operations processing. While there have
been setbacks along the way as registrars contin-
ued to insist that trades and settlements be done
through them, a major milestone was reached in
December 2011. The then-Russian president Dmi-
try Medvedev signed into law legislation that, when
put in effect at the end of this year, will establish a
Central Securities Depository, among other chang-
es. This regulation should significantly increase the
confidence of international investors and broaden
access to the Russian market.

Itis also hoped that once increased investments
are witnessed in Russia, other Eastern Euro-
pean markets will see the benefits of stream-
lining information, automating processing and
increasing transparency for the investor.

In parallel with the current effort in Russia, the es-
tablishment of the Corporate Actions Joint Work-
ing Group (CAJWG) in 2009 may help all mar-
kets in Eastern Europe. The CAJWG have been
recognised for establishing best market practice
guidelines for non-EU member nations as well
as those in the EU. The gaps addressed by the
working group include the lack of ISO-based data,
establishment of market claim rules, and agreed
settlement cycles. These are all common corpo-
rate actions processing deficiencies that can be
found in the Eastern European markets. AST
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Lost and found: claiming shares in the US and the UK

MARK DUGDALE REPORTS

What is the background of UPRR?

UPRR started in the mid-nineties. In the US,
we have quite burdensome unclaimed proper-
ty laws. Those laws have very good intents to
them, but unfortunately the nuances of them are
not always clear. So the UPRR team would help
organisations, primarily transfer agents and
large public companies fit in with the federal and
state regulatory structures. We focused on the
US equity market and conducted a lot of consul-
tancy work, as all of the partners at UPRR were
known experts in the regulatory requirements
as well as the securities industry.

Based on our work with these companies, we
saw a need for us to become a nation-wide
reporting firm, and UPRR became the premier
compliance firm in the country. Then, unfortu-
nately, US states began to take in unclaimed
shares—they would liquidate them and use
the cash. When investors claimed back their
shares, whether they were equities or mu-
tual funds, the investors would find that those
shares had already been liquidated at $10 or
$15 per share, even though they were being
traded at $50 per share or more. As a result,
the investor would not get back the money that
it was expecting.

What sort of durations of dormancy
are we talking about here?

When the company began, the average dor-
mancy was seven years. It then dropped to five
and now it is just three years before shares are
turned over to the individual states.

When are shares declared dormant?

When letters are sent to your home and then
returned, you can be declared ‘lost’. After three
years, stocks are turned over to the state. Ad-
ditionally, the states are now saying that if you
haven't been active enough, we’ll take your
property, as we’ll assume that you're not ac-
tive—you’ve forgotten about the account. That
has been the biggest motivator in the US—if you
haven’t done anything with your account, it might
have been turned over to the state, which might
have liquidated it. All the while, you may be think-
ing that you have those shares waiting for when
you need them, but they have been liquidated!

That’s when UPRR decided that while it was still
important to focus on compliance, it was also vital
to focus on finding people and making sure that
they keep their accounts active. These companies
have to stay in compliance, they must file their
legal reports to the individual states, and if they
don't, they will get penalised. If you don't report,
you'll get fined, and if you do report, you'll end up
with very unhappy investors and very bad public-
ity. The transition of the company has been from
a compliance and consulting firm to a search firm.

Is this now an active search?

It's more than that. Typically, a company will give
us their files to analyse for accounts that can be
identified as vulnerable—we look for un-cashed
cheques, returned mail and deceased accounts.
We perform the analysis for the company to
show them what accounts to concentrate on.
We can also widen the net to look at inactive ac-
counts. The last thing that we want to see is a

client losing someone as an investor because it
didn’t know to look at those accounts. It's not just
accounts in equities that are lost; it's also mutual
funds, 401ks, royalties, insurance funds and so
on. Our business has extended to help all ac-
count holders find or reactivate their accounts,
because it’s right that they still have access to
those investments. The logical progression of
this was to look to other markets. We have lots
of clients in the UK who have ‘lost’ their accounts
in the US, simply because of the rules over there.

How does this translate into the

service in the UK?

Even though the regulatory requirements in the
UK are different from those in the US, insurance
companies, distributors and mutual funds have
‘goneaways’ and deceased accounts. In the
short time we have been here, we have recog-
nised that though there is no regulatory require-
ment to do so, there is both a desire and a need
to reunite these people with their assets.

In part, this is due to the ‘know your customer’
requirements and ‘treating customers fairly’
rules in the UK.

Are your UK clients British compa-
nies with British investors?

We can serve UK investors well, regardless
of the nationality of the company that holds
their assets.

In the UK, the areas that we are working in
cover mutual funds, distribution, insurance
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and pension funds. We can serve a client
better if we start with its records and find
the end investors, rather than the other way
round. If an investor were to come to us, we
can help, but we have a greater effect if we
begin with the client’s records. Also, there
are services that are already available for
end investors.

What we are saying is that companies need to
ensure that their customers do not lose track of
their assets.

How are you transferring the busi-
ness model to the UK?

The process is the same as the US, but the
data sources are different. We know how to find
people, and we have been able to secure the
best databases in the UK. Sometimes the trick
is not just about having the best source, but it's
about looking at multiple sources to confirm el-
ements of the data so that we can get a high
level of certainty that we are getting to the right-
ful owners. Many times, the reason that people
get lost is due to the data quality—something
as simple as people moving and the company
can’t match the data. We can do that by looking
at multiple sources and linking and confirming
the information. Instead of taking a view that
something looks right, we can actually build a
certainty that we have the right person. Some
people describe this as data mining, but we de-
scribe it as data refining.

The reach-out process is also exactly the same
as in the US. It has taken us almost two de-

-

cades to perfect the way that we alert investors
that they or a relative may have some funds that
they are unaware of and get them to take ac-
tion on their account. It's a really well drafted
letter that explains what the asset is and where
it is. We believe very strongly in full disclosure
of what the asset is and how the owner can re-
trieve it.

Is there a cost to the individual in this?

We charge the estate or the beneficiaries if
they want to use our service. With estates,
a certain amount of paperwork is required to
make a claim, and we can assist with that.
If an investor didn’t know a relative had an
account in the first place, there are a number
of documents that they’ll need to produce to
access the asset. Our clients determine the
fees to be charged for these services, and
they are typically a small percentage of the
value of the property.

UPRR tailors its programmes for different
types of clients, and as we are now a UK com-
pany, we are compliant under the Data Pro-
tection Act

Are there particular types of ac-
count that are more likely to see in-
vestors go missing?

Yes. Types include accounts that allow for pas-
sive investors, and investments that are held by

It's also not just individuals who we can re-
unite with their assets. We have a lot of ex-
perience with corporations too, whether they
are small businesses or investment advisers.
One of our biggest claims was a group of UK
investment advisers who had purchased stock
in a US company and over time had lost track
of that investment. We helped them to re-
claim millions of dollars. When it comes to the
corporate side, our success can be because
someone in the company doesn’t realise what
the investment or cash management strate-
gies were in the company—the investments
are made by one individual and the notices
are received by another who doesn’t realise
their importance. Our work can make a signifi-
cant impact on peoples’ lives. AST

Executive vice president & general counsel
Unclaimed Property Recovery & Reporting

Jennifer C Borden

older investors.
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How have the demands and requirements of
your clients changed in recent years?

Paul North: We are seeing a shift in client de-
mands, but this is possibly an indication of trends
that will accelerate in the coming years. Much of
this shift is driven by the effects of the financial
crisis that are still playing out in markets. For ex-
ample, the sovereign debt crisis in Europe and
regulators that are still drafting their reforms of
financial infrastructures and financial institutions.
It is the regulators that are the biggest players
making demands on our business right now, both
in Europe and the US. They still have some 12
to18 months to complete their drafting of regula-
tions, and once this is complete, we will see the
impacts on our clients and their demands of us.

At this stage, what we are experiencing is a lot
more questions from clients regarding regulato-
ry change and developments; a greater demand
to share knowledge and experience around both
specific topics and general market insights and
a focus on big ticket items such as RDR (the UK

Retail Distribution Review), AIFMD and FATCA.

Some clients are also looking at their existing
business models to explore new opportunities
that arise from the financial crisis and market
reforms. Beyond these general demands, we
are also seeing some specific demands emerg-
ing, some related directly to the financial crisis,
others to the continued drive from our clients to
grow and progress their businesses.

Nick Solt: While clients and prospective clients have
always, understandably, been keen to receive a top-
quality service, the effect of the economic downtun
and subsequent pressure on retumns have meant
that the ability to provide this service in a cost effi-
cient manner has become ever more important.

Additionally, information and reporting demands
have become greater as investor representa-
tives require more detail to gain comfort across
the spectrum of funds that they invest in.

We have also seen a desire in certain quarters
for greater control by larger institutional inves-

tors, and so schemes with fewer or one main in-
stitutional investor are becoming more common,
which changes the relationship with those inves-
tors and the format that structures may take.

It has become essential that a fund administra-
tor has quality processes and expertise in place
to provide a high level, efficient and transparent
service to its clients.

Edward Glyn: For many clients, their funds
proposition was traditionally seen as an idiosyn-
cratic, niche activity, quite separate from core
securities servicing, cash processing or custody.
Many players viewed distribution as a horizontal
business that was a necessary service to help win
new administration clients. In recent years, distri-
bution servicing and platforms in particular have
emerged as key vertical businesses in their own
right and this is where many clients are looking
to differentiate themselves from their competitors.

Sophisticated front end, distributor-focused
value propositions can command much higher
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monetary rewards for a provider, in terms of fees
and margins, than traditional record keeping. We
see many clients therefore investing heavily in
people and technology to ensure that they are
not viewed as a commaodity back-office process-
ing provider, but as a key partner in helping the
fund company to gather assets efficiently, so that
it can delight and retain the end client.

Jason Nabi: Markit provides a wide range of
services to asset servicing firms, including global
custodians and fund administrators. These ser-
vices include underlying data, hosted portfolio
valuation services, analytics and risk manage-
ment solutions, as well as trade management
and enterprise data management solutions.

Since the financial crisis in 2008, our asset ser-
vicing clients have had to deal with a wave of
regulatory and industry changes that are aimed
at bringing greater transparency and efficiency to
the securities markets. With the US Dodd-Frank
Act, EMIR, AIFMD, UCITS, BIS IlI, Solvency Il
and MiFID Il all affecting the asset servicing in-
dustry, the challenges for both large and small
fund administrators is significant. The buy side
(both alternative and traditional) is at the same
time increasing its take-up of investment op-
erations, outsourcing and demanding a range of
core (custody and fund administration) and val-
ue-add services (such as collateral management
and valuations) that can enable businesses to be
compliant and competitive at the same time.

For the larger fund administrators that maintain
a multi-asset class, multi-jurisdiction full-service
funds platform that is supported via strategic ser-
vice hubs, adapting to these developments is a
major task. Meanwhile, smaller fund administra-
tors need to continue to be able to compete by
having a functional and service-rich proposition
for certain fund types that invariably includes OTC
or illiquid asset classes. Markit can help both of
these types of asset servicing firms, large and
small, by being the partner within, and through the
delivery of valuation, risk and trade process solu-
tions—all with integrated data for the OTC mar-
kets that helps them to service their end-clients.
This removes a significant challenge and provides
a best-of-breed solution for a complex set of is-
sues that would otherwise require substantial IT
expense, as well as considerable and specialist
resourcing. Both of which are constraining and
costly in these current market conditions.

Paul Roberts: In the last couple of years, we
have seen our fund administration clients focus
on extracting process and cost efficiencies from
their operations. This has led to an increased fo-
cus on automation and process control, particu-
larly where organisations are seeking to deliver
new servicing capabilities within their product
range. A good example is the trend towards au-

tomation of the whole NAV workflow with auto-
mated checking and dissemination of NAVs re-
placing manual activities from fund accountants.

We have also recently seen a noticeable shiftin em-
phasis among fund administrators to value-added
services, such as cash allocation and order man-
agement, distribution fee and rebate management,
and share class hedging, which serve to deepen
client ties and create new revenue streams.

Kenneth Farrugia: The new regulations that have
been introduced of late, such as UCITS IV, and
those yet to be introduced, such as AIFMD, have
inherently increased the demand for additional
services. Likewise, the heightened sensitivity of
the importance in having a sound and robust risk
management framework has brought with it in-
creased demands for risk reporting as well as per-
formance reporting from the directors of the funds
and the fund manager. Equally, the industry is also
experiencing an increase in the extent of regulatory
reporting. Consequently, fund administrators are
compelled to invest in new system functionality to
address these growing reporting requirements.

Gail Weiss: We are all working in an ever-chang-
ing environment with new regulations, intense
profitability pressures and a heightened focus
on risk management. The nature of our work is
transforming as we look for new ways to leverage
our existing operational capabilities and expertise,
while striving to offer more effective ways to man-
age and oversee the risk in the financial system.

We've seen how our cornerstone mutual fund ser-
vice, Fund/SERV, has helped grow the funds mar-
ket, taking transaction processing from what were
only hundreds of trades a day 25 years ago in the
US to an average of 850,000 trades a day globally
today. The attractiveness of Fund/SERV is that it
can comfortably process massive amounts of trad-
ing activity, bringing greater economies of scale to
the industry while reducing operational risk.

More recently, our emphasis has been focused
on strengthening our infrastructure to address
new global market dynamics while bringing
greater flexibility to accommodate both a broader
range of fund types and capture more data to fa-
cilitate compliance requirements. For instance,
the alternative investment space—non-traded
REITs, hedge funds and funds of funds—is still
wrestling with manual trading and significant op-
erational risk similar to the challenges faced by
the fund industry 25 years ago. They’ve come to
realise that the power of the DTCC infrastructure
and the efficiency and scalability of DTCC can be
applied to the alternative investment space.

André Valente: We have seen an institutionali-
sation trend among our clients base and were

confronted with more complex requirements
in terms of transparency and governance. Our
clients require more tailor-made reporting and
sophisticated connectivity. We have seen a
stronger demand for our risk management and
investment control tools.

Furthermore, our clients expect our role to be
moving beyond a pure back-office task into
product development, advisory competences
and assistance in regulatory matters. In ad-
dition, asset managers continue to outsource
additional tasks to their administrator, includ-
ing regulatory reporting, tax figures calculation,
middle-office solutions, including more sophisti-
cated valuation, and risk management.

Andrew Frankish: | think that in all industries
times are not as good as they were, meaning
that people are increasingly wanting either lower
costs, more services or both. This can be seen
through requests for bundling of different service
areas into what one currently provides, such as
including corporate secretarial services in your
base cost, or simply ancillary reporting requests.
Clients want to know more about what is going on
in a real time fashion, so ad-hoc reports that they
were requesting on a monthly basis previously are
now down to weekly or daily, and are essentially
becoming a part of the report packs rather than
ad-hoc. We are also seeing a change in service
demand, where managers were previously happy
with a four-day turnaround on monthly NAV’s, they
are now pushing for one to three days.

Keith Hale: This depends on who you con-
sider to be the client. Investors, particularly
institutional, expect good performance, but in-
creased levels of risk management, transpar-
ency and liquidity, as well as adherence to the
new regulations in the market, are forcing al-
ternative funds to become more like traditional
funds in their characteristics. In other words,
there is a convergence between long only and
alternative funds.

Fund managers expect administrators to deal
with all of the new regulations, new jurisdictions,
asset classes and fund structures, but with a re-
duced rate card. In the case of some hedge fund
managers, they may still be living on manage-
ment fees because they have been or are still
below the high water mark for performance fees.

Throughout the investment fund value chain,
more transparency is required, ideally from a
consolidating number of systems, with common
operating models to improve efficiency. As a soft-
ware vendor, the job of Multifonds is to cater for
increasingly complex asset classes, fund struc-
tures and regulation, while providing transparen-
cy to the calculations that our system performs.
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Do clients now think that bigger is better when
it comes to choosing a fund administrator?

Solt: As Moore Stephens Fund Administra-
tion could be described as one of the smaller,
boutique service providers in the fund admin-
istration sphere, | may be somewhat biased.
However, | believe that there is a place for such
specialist players in the market.

In many cases, there will be individual require-
ments and information needs for certain collec-
tive investment schemes that would be better
served by the adaptability and expertise of a
boutique house.

The desire for greater control by some insti-
tutional investors is such that single investor
structures, joint ventures and private funds are
becoming more popular and these are often
better suited to smaller service providers.

| see it as very much a case of ‘horses for
courses’ and, as long as the proper processes
are in place to ensure that competitiveness is
maintained, there should always be a place for
a variety of fund administrators in the market.

Farrugia: Clearly, there is room for boutique
operations providing bespoke, personalised
fund administration services. Likewise, the
large administrators may find it economic to
service small-sized funds. In addition, as it is
today deemed appropriate to segregate fund
administration from fund management, this has
in turn created an increased demand for fund
administration services, particularly for those
funds whose administration requirements were
serviced by the fund managers themselves.

Hale: Asset managers continue to look for wider
market and regulatory coverage, but at reduced
administration fees with a strong balance sheet
to rely on, which is likely to lead to continued
consolidation in the service provider market. The
large administrators have to gain operational and
cost efficiencies to remain competitive, as they
are driven by reduced numbers of users, across
a reduced system, which is used across an in-
creasing number of fund types and jurisdictions.
The net result is that administrators are typically
becoming large global ‘factories’ that are focused
on offering economies of scale to their clients and
efficiency internally, or niche players with special-
ised products in a region or fund type with very
in-depth customer service. The niche players
have places while the large administrators sort
out their global operating models and multiple IT
systems that often perform similar functions.

It is becoming harder for niche players to differ-
entiate themselves and compete on costs in par-
ticular. Our job as a software vendor is to supply

high efficiency, global and scalable software to
the large administrators, but also flexibility and
nimble capabilities to the niche players.

North: Bigger is probably better, but it is not
simply the size of AUC that needs to be consid-
ered. Size of investment budgets, capital, com-
pliance teams and change teams are probably
more material. For example, the risk profile for
administrators is changing; this means that ad-
ministrators will need to maintain higher levels
of risk capital. As another example, regulators
are much more aggressive in their oversight
and penalties. The FSA (UK Financial Services
Authority) has agreed some £160 million in set-
tlements with banks in 2011, a record in recent
history and further evidence of a rising trend.
The FSA is also more demanding in the reviews
of our business and more active in raising con-
cerns and seeking redress, so administrators
will need to invest more in their governance and
oversight functions.

Also, clients and their agents are more litigious
in efforts to recover costs where real or per-
ceived losses have occurred. All of these points
suggest that large administrators that have ro-
bust and well-resourced governance processes
and structures, and deep pockets, are possibly
a better partner than a smaller administrator
with fewer resources.

Weiss: At DTCC, we see our fund clients use a
variety of different fund administrators, ranging
from very large to start-up firms. Each of these
fund administrators has strengths that have
appealed to our clients and play an important
role in the overall success of our fund clients.
Though larger firms often provide certain econ-
omies of scale, boutique firms often offer newer,
more flexible technology. We definitely see a
place in the funds market for both types of fund
administrators and find that we work equally as
well with all.

Glyn: The amount of money that needs to be con-
tinually re-invested in maintaining first-class fund
administration operations and technology means
that this is certainly a difficult market for new en-
trants. Size and its associated scale is a key factor
in ensuring that margins are kept at a sufficiently
high level to make fund administration a viable
business. There do exist though a number of
highly successful boutique operations, the focus
of which is often centred on bespoke serving for
niche products or geographies. Often, they do not
have to deal with the challenges of old technology
or legacy client assets sitting on multiple admin-
istration platforms, and can therefore work more
quickly, with less of a one-size-fits-all operating
model, and can focus on providing higher margin
and higher fee value-added services.

Nabi: At Markit, we work with the largest global
custodians that have fund operations across a
number of jurisdictions. All cover both traditional
and alternative fund structures and have sizable
balance sheets. We also work with the smaller,
independent, more specialist fund administra-
tors that in some cases focus on niche sectors,
such as private equity/real estate funds or glob-
al hedge fund administration.

There are challenges at both ends of the scale.
The smaller independents have built very suc-
cessful and capable businesses with a degree
of focus and flexibility with regards to the un-
derlying fund accounting, support services, end-
client service model and sector specialisation
that is not easily replicated. There are excel-
lent examples of firms doing exactly this in the
private equity/real estate and hedge segments
where smaller firms have achieved remarkable
commercial success as they have grown their
client bases in the last 10 years. We have also
seen larger global custodians acquire smaller
independent boutiques in the last three to four
years, so that they are able to add this speciali-
sation to their global asset servicing strategy.

Valente: It strongly depends on the client seg-
ment. A bigger provider is better fitted to keep
pace with the numerous regulatory changes and
the need for product innovation. Substantial in-
vestments in technology, process re-engineering
and specialists are required and this is obviously
challenging for smaller boutique operations.

On the other hand, we observe that smaller fund
promoters, asset managers, pension funds and
family offices with requirements for tailor-made
services appreciate a boutique-like approach in
combination with industrialised, highly efficient
core administration services.

Frankish: As long as there are smaller manag-
ers and new start-ups, there will always be a need
for the smaller administrators. The larger names
more often than not have a bottom cap on the fund
size that they will take on, essentially providing a
market for the smaller players. This doesn’t mean
that the smaller guys don't get larger clients. We
tend to find that it is not always about going for big-
ger administrators, but rather going for what you
know. If someone is a smaller name but known in
the market that they are servicing, they will gener-
ally be able to hold their own with new business
flows. In these markets, it comes down to the
service that is offered, as the reputational risk to
a smaller administrator that slips up is that much
more without the name behind them.

Roberts: This is a ‘horses for courses’ discussion:
it's all about matching the right provider to specific
needs. Our experience is that a wide variety of
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factors come into play in the choice of fund admin-
istrator, such as global presence or capability in
servicing alternatives and private equity.

It seems likely that we will move towards a two-
tier fund administration industry that sees the
ongoing consolidation of larger players along-
side smaller, boutique operations that provide
specialised capabilities for specific asset class-
es, and for smaller and more agile, demanding
fund managers.

Having said that, there are some common pres-
sures on fund administrators, irrespective of
size, including continued cost pressure and a
requirement to be able to deal with an increas-
ing breadth of asset classes and asset servicing
requirements. The industry is still being pushed
to deliver cost efficiencies and large and smaller
service providers continue to be measured by
their ability to generate genuine process effi-
ciencies as a competitive advantage.

The UCITS model has proved a huge suc-
cess. How has this affected your business?

Roberts: The global adoption of UCITS has
led to an increased focus on counterparty and
operational risk issues from both order origi-
nators as well as custodians executing on be-
half of their clients. We are seeing distributors
across all markets look closely at opportunities
to strengthen their order management prac-
tices irrespective of fund asset types (mutual
funds, hedge funds, and private equity—not just
UCITS). Distributors are realising that use of
third-party fund distribution networks only man-
ages part of the operational risk profile.

Specifically for fund administrators of UCITS
products, we see the up-coming AIFMD and
UCITS V regulations prompting reviews of inter-
nal processes. In particular, fund administrators
will have more responsibility in the area of over-
seeing administration activities for the funds
that are acting as depositary banks, which will
demand greater operational rigour to ensure
that opportunities for efficiency can be realised.

Farrugia: The strength of the UCITS brand has
attracted the interest of various non-EU inves-
tors and fund managers, and consequently,
this is translating into demand for the creation
of new UCITS funds, as well as the increased
incidence of hedge funds being transformed
into UCITS. Malta has seen an increase in the
setting up of UCITS funds, although growth of
the industry is still being driven by hedge funds,
with more than 450 funds now authorised by the
regulator in Malta.

Frankish: Our main business concentrates on
non-UCITS type funds, so we have not been

hugely affected by the developments here.
We have however seen some developments
through our South Africa office, where the al-
ternate fund industry is looking at the UCITS
regime for guidance in the regulating of local
products. IDS in South Africa has taken an ac-
tive role in assisting the local regulator through
the process, and should see results of the glob-
al success of the UCITS model flowing through
the South African jurisdiction in the future.

Hale: Much of Multifonds’s growth has been un-
derpinned by the success of the UCITS brand
globally. Multifonds was founded in Europe sup-
porting UCITS fund administration, and grew
globally into Asia in particular, as the UCITS
brand was adopted outside of Europe. This cre-
ated critical mass for us in Asia, enabling us to
work with the likes of Standard Chartered Bank,
Citi and HSBC to support not only UCITS dis-
tribution, but also domestic fund administration
across the region in countries such as Australia,
Hong Kong, India, Indonesia, Malaysia, New
Zealand, the Philippines, Singapore, Taiwan,
Thailand and Vietnam, with South Korea and
China being added this year.

North: Supporting the distribution of UCITS funds
has become a key buyer value in recent years.
All of the large investment managers see cross-
border distribution as a key element of their future
growth plans and are looking to their service pro-
viders to help them execute on these strategies.
As a result, all administrators are investing in
capabilities to help their clients to distribute their
funds. For example, opening service centres in
Asia and the Americas to help with regional dis-
tribution, developing services to help to develop
and distribute marketing materials, developing
services specifically for distributors and even help-
ing clients in defining their distribution strategies.
Distribution support services are now as important
as the core transfer agency services.

Glyn: With close to 1,000 fund clients in more
than 70 countries, SWIFT’s funds business is a
key part of our overall 2015 securities strategy.
The success of the UCITS model has meant
that fund distribution and its associated servic-
ing are now core business areas for many finan-
cial services organisations. At the top of their
collective agenda is the drive to differentiate
themselves from the competition by providing
an open or guided architecture value proposi-
tion, with choice and excellent client service.

To do this profitably, while complying with ever-in-
creasing regulatory pressures, fund players must
streamline operations to eliminate unnecessary
cost and risk. This is where SWIFT is regarded as
such a necessity and we have had to ensure that
we have stayed at the forefront of providing col-

laborative solutions. Increasing STP rates across
multiple fund products has a considerable impact
on the cost income/ratio of our clients’ funds busi-
nesses. The industry looks to SWIFT to help it to
automate the entire transaction lifecycle of a fund.
To do this successfully, we have to provide open,
flexible standards, a world-leading communica-
tions platform and expert professional services
teams to ensure seamless integration between
the SWIFT network, the ISO funds messages and
our clients’ operating platforms. The UCITS model
is a global one, and so SWIFT has had to provide
a global, single window to our funds distribution
client base to enable our customers to communi-
cate with one another.

Nabi: Markit's role is to work with fund adminis-
trators and with the growth of alternative UCITS
fund launches. We are seeing UCITS servicing
hubs develop both scale and functionality in
Luxembourg and other service centres.

Valente: Our strong UCITS capabilities in vari-
ous countries are an advantage and allow us to
keep up with specific UCITS requirements. As
we provide admininistration services not only to
large UCITS fund promoters such as UBS, but
also to our large third-party client base, we have
invested the necessary resources and paid at-
tention to the required developments.

Weiss: The success of the UCITS model has
affected our business in a very positive man-
ner. We are leveraging the consistencies of the
UCITS model by taking comfort in the knowl-
edge that certain aspects of UCITS are adhered
to uniformly. This reliable consistency enables
DTCC to facilitate the onboarding of new UCITS
funds onto our platform, which reduces the time
to market for many UCITS funds.

Furthermore, our rigorous ongoing risk review
process is often simplified because of the regula-
tory oversight that is performed by these funds’
primary regulator, which certifies UCITS status.

Solt: UCITS funds are not a sphere that Moore
Stephens Fund Administration operates in, and
so their growth has not affected us directly, oth-
er than in the role that they have played in the
expansion of the funds industry generally. What
it does demonstrate is that global consistency
can only be a benefit for the funds industry.

How much of an impact will FATCA have on
your business?

North: FATCA is a tremendous challenge for
the industry and has required a large amount
of professional expertise since the enactment
as part of the US Hiring Incentives to Restore
Employment (HIRE) Act in early 2010. The en-
hanced accounts/client due diligence, tax with-
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holding and reporting regulatory requirements
that FATCA requires will be an additional bur-
den. In the short and intermediate term, there
are significant account on-boarding, technology
and operational efforts related to the phases of
the FATCA implementation to ensure compli-
ance both for BNY Mellon and our clients from
now until at least 2017. FATCA, in the long term,
will become part of business as usual. Never-
theless, it will lead to increased costs across the
board for the industry as a whole.

Weiss: We are definitely concerned about
FATCA from the perspective of our clients’ po-
tential compliance requirement. DTCC is com-
mitted to working with the industry to enhance
our solutions to address industry-wide needs
such as FATCA compliance. We are currently in
discussions with numerous clients to ascertain
the appropriateness of enhancing our system
to support new data fields that will remit useful
information specifically for FATCA compliance.

Farrugia: Compliance with FATCA will be bring
with it a significant operational challenge for fund
administrators apart from the fact that FATCA is
being viewed as a significant threat to the funds
business. The extent of reporting, apart from the
operational implications of the withholding tax re-
quirements, will bring with it serious considerations
as to whether such business is commercially viable
to service, apart from the fact that the introduction of
FATCAwill have a significant impact on the distribu-
tion strategy of investments funds. Administrators
in Malta are evaluating the implications on FATCA.

Solt: FATCA is one of many regulatory changes
that will affect the way fund administrators oper-
ate. Clearly, for anyone who administers funds
with US investors or investments, FATCA can-
not be ignored. We are already in the process
of addressing our approach to FATCA with the
benefit of advice from the North American mem-
bers of the wider Moore Stephens network.

It seems clear that enhanced procedures will be
required to ensure that service providers comply
with the terms that are stated in the directive, par-
ticularly in ensuring that we are able to fully iden-
tify investors with US connections. However, given
the existing broader requirements for knowledge
of our clients, we would hope that the additional
costs associated with this would be minimal.

Valente: This will have an impact on our share-
holder systems, on the fund admin or custody
side, in terms of development and resources,
but it will not have a significant impact on the
way that we do business. Our shareholder sys-
tems will be updated where necessary since
FATCA is complicating knowing-your-client and
reporting capabilities.

Roberts: FATCA is having a significant impact
on the industry and is taking up a lot of bandwidth
from an operational perspective, and a significant
amount of clients’ project resources are being di-
rected to it. As with many of the new regulations
that are coming into play over the next couple of
years, these initiatives are testing organisations’
ability to deliver operational transparency. Firms
are now recognising that the main implementa-
tion constraint is not necessarily the legislation
itself—rather, it is the transparency of the sup-
porting data and flexibility of fund processes that
are the constraining factors.

Uncertainty relating to the final form of FATCA
(and other regulations such as Solvency Il and
AIFMD) directly affects the ability of funds or-
ganisations to plan to comply with these initia-
tives with confidence.

Hale: FATCA has little benefit to the funds industry
unless you are the US IRS or a consulting com-
pany, but potentially has a huge impact on opera-
tional costs for our clients, which are estimated to
be between $20 and $50 per account. Multifonds
needed to be proactive with our users in identify-
ing the required changes, especially on the inves-
tor identification processing. Our approach was to
share the cost of analysis and software changes
that were required across our users and ourselves,
to keep the cost of system changes to a minimum.
As a result, the first phase of investor identification
functionality will be available in v3.90 of Multifonds,
which is released in July. This gives our clients one
year to upgrade their versions of Multifonds, to use
the identification algorithm and verification capabili-
ties to verify investor data. We endeavour to take
this pro-active, cost sharing approach with the key
regulatory changes that are flooding the industry.

Glyn: Reputation is probably the most impor-
tant capital for any financial institution, and so
collaborating with our clients, or helping them to
collaborate with one another, to reduce the total
cost of ownership (TCO) of regulatory compli-
ance, is part of the life-blood of SWIFT.

SWIFT is continuing to monitor developments
on FATCA and to assess its implications at
the operational level, with the priority being to
understand any need for changes to our mes-
sages. This is a changing landscape, however,
with a number of countries (initially France,
Germany, ltaly, Spain and the UK) now enter-
ing into agreements with the US tax authorities,
whereby FATCA reporting on the tax status of
clients in those markets will be done locally by
financial institutions, and then supplied by the
local tax authorities to the US IRS. This will af-
fect the operational impact of FATCA in these
markets and it seems that more countries may
adopt this approach.

Given this development, and the recent industry
consultation that the US has run over the past
few months, it is still too soon for us to be de-
finitive about our response. We are interested
in receiving input from customers on their views
about how SWIFT should respond, and in par-
ticular from our customers in the funds industry.

Frankish: We generally don’t have too many US
investors across the funds that we administer, but
even the few that we have will mean that we will
feel the impact. Compliance costs are generally
understated when looking at any change in rules
or reporting across the industry. The general trend
is to want more for less and having to add in costs
for a new line of reporting then becomes a ques-
tion of where this cost sits. | don’t think that there is
an administrator out there that won’t look at charg-
ing something for the extra reporting, but | also
think that an administrator that gets into a position
to provide a seamless process for the reporting
and handling of the FATCA requirements will be in
a winning position. Those that are making invest-
ments now to be able to absorb the new require-
ments into their processes will walk away on top.

Nabi: Markit is a leading provider of reporting
and process management. We see FATCA as
an interesting area as we develop our hosted
reporting capabilities aligned to the asset ser-
vicing firms. Our focus with all major regulatory
initiatives is to determine how Markit can best
support its clients in the delivery of either func-
tional capabilities or processes.

What are your predictions for how the mar-
ket will develop in the future?

Solt: It is fair to say that we continue, as the
old proverb goes, to live in interesting times,
and the trials of the global economy continue to
present challenges, particularly in the eurozone
as doubts as to its future persist.

However, while it is easy to fall into the trap of
believing that we are all doomed, | believe the
truth is more positive than that.

Evidence here in Jersey is that investors are be-
ginning to become more active and an increas-
ing number of funds are being set up, as there
is still the desire from institutions and wealthy
individuals to seek the best returns possible.

As emerging economies’ growth continues and the
power of the world economy partially shifts in the
direction of these countries, there has been a widen-
ing of the net by promoters both in terms of sourcing
investors and identifying investment opportunities.

We have also experienced funds moving into
spheres that the banking sector is deserting,
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such as mezzanine financing on secure assets,
which present opportunities for suitably funded
schemes with experienced promoters.

In my view, this shift will continue and will carry
on providing opportunities for well-run fund ad-
ministrators and other service providers.

Glyn: Distribution will be king and the impor-
tance of platforms in both domestic and cross-
border markets will continue to grow. Key to
success will be the ability to understand a cli-
ent’'s changing needs, the flexibility to provide
quick-to-market solutions, helping clients to
navigate safely through the waves of regula-
tion facing the securities market and reducing
the TCO for participants that are involved in the
operational aspects of fund distribution.

Capturing domestic corporate pension opportu-
nities will increase in importance to both fund
manufacturers and service providers, and there
will be a race in many countries to win the na-
scent, though very relevant, workplace-based
savings market. Brand equity will be a key dif-
ferentiator—having the absolute trust of one’s
client base and maintaining the mantra of un-
der-promising while over-delivering.

One thing that will not change is SWIFT’s role
in providing collaborative solutions to enable
operational efficiency to the funds industry. It
has been said that the greatest contributor to
Alpha is cost control and it is here, in our con-
stant drive to optimise the fund transaction life-
cycle, cross-geography, cross-product, cross-
transaction and cross-asset class, that SWIFT
will continue to make its greatest contribution to
the funds industry.

Farrugia: The market is in an interesting phase
of its development. Despite all of the challeng-
es, Malta’s fund industry has gained significant
momentum with 255 administrators having set
up their operation in Malta, the presence of 80
investment services operators and more than
575 funds so far authorised by Malta’s regulator.
Over the past two to three years, Malta’s admin-
istrators have managed to begin servicing funds
that are domiciled in non-EU jurisdictions, which
is an interesting development. Despite the tur-
moil that has gripped the world markets and the
challenges that this has brought with it, | am
confident that the industry will be able to sustain
the momentum it has been able to register so
far in the years ahead.

North: There remains optimism about the fu-
ture of the market. Demographics, stock mar-
ket values and growth in global funds distribu-
tion will increase asset values of funds that are
managed and domiciled in Europe. Product
innovation will continue, as this is often a cata-
lyst for raising new assets. However, given the
challenges of regulations and resultant pres-
sure or profits within the industry, it would be
reasonable to assume that there will be some
consolidation. Looking forward, there will pos-
sibly be fewer asset managers, fewer funds

and fewer administrators in Europe. Costs
for investors are unlikely to come down in the
medium-term, and so this and a greater aware-
ness of value may accentuate the growth in
passive investments and ETFs. Hopefully, as
an industry and economy at large we will also
see a return to growth, less volatility and Eu-
rope looking and acting more as a single mar-
ket for investments products.

Nabi: | think that the move to electronic trading
and CCP clearing for the OTC derivatives mar-
kets will likely trigger a shortage of collateral.
This will push up collateral costs and demand
for collateral transformation services.

| also think that the buy side will continue to
move middle- and back-office processes to fund
administrators and outsourced service provid-
ers. Ongoing growth in full outsourcing models
will see asset servicing firms deliver greater
value-add to the buy-side. In turn, the asset
servicing industry will continue to develop fund
service hubs. Partnering with strategic provid-
ers such as Markit when it comes to enhancing
end-client capabilities and applications is just
the start.

| also see a number of the smaller regional or
independent boutique fund administrators being
acquired, given the growing pressure on capital,
service and scope.

Valente: We will see continuation of the insti-
tutionalisation trend with investors and fund
providers looking for regulated funds and more
sophisticated services in terms of reporting, risk
management, middle office, higher transpar-
ency and, in general, enhanced governance.
UCITS regulated products will continue to be
in the focus. Furthermore, we observe a higher
request for alternative assets, including real es-
tate and private equity. In terms of geographic
priorities, we will see growth, innovations and
new opportunities in the Asia Pacific and Latin
America regions

Roberts: We see increased pressure on fund
administrators to be able to demonstrate scale
advantages and genuine technology-based
efficiency for functions that are currently out-
sourced and those finding their way on to the
outsourcing agenda.

We also see the opportunity for fund administra-
tors to benefit from increased servicing opportu-
nities by embracing and leading automation of
the next wave of outsourced functions, including
cash allocation and order management, distri-
bution processing, fee and rebate management,
share class hedging, and other functions that
have not traditionally been part of a standard
outsource offering.

The idea of automated, disciplined fund over-
sight is attracting attention from asset managers
that have outsourced functions. This rigorous
approach is required to ensure both the integrity
of the outsourced relationship, and also that the
benefits of outsourcing are not eroded by hav-

Panellehate

ing to establish manual processes to oversee
outsourced functions.

There is a genuine opportunity for outsourcing
to reach a new level of maturity, both for the as-
set manager and the fund administrator through
the use of more advanced technology that has
recently become available.

Frankish: From a service provider perspec-
tive, the opportunities for development in the
marketplace are vast. There are numerous
new regulations coming to the fore, both in
Europe and beyond, and each of these opens
a gap for a service provider to step up and
provide a solution to help smooth the way for
funds and managers.

Reporting solutions around FATCA or man-
agement company setups for AIFMD are just
a few that can be taken advantage of. | think
that we will see a diversification in the add-on
services that are offered by providers, be it
through new developments in existing organ-
isations, or the acquisition of niche providers
by the larger organisations.

Hale: Fund types will continue to converge
in their characteristics as a result of more
institutional investment into alternatives and
retail investor demand for absolute return
funds. Private equity fund administration will
increasingly be outsourced on the back of
AIFMD. An Asia fund passport may emerge
as well as domestic and UCITS fund distribu-
tion in Asia.

As asset managers continue to look for re-
duced administration fees, this will likely lead
to further consolidation in the service provider
market. Administrators will look to gain op-
erational and cost efficiencies, as the cost of
maintaining in-house systems will become in-
creasingly uneconomic with continued regula-
tory change.

Weiss: With constantly changing rules and
regulations, the financial services markets will
always be in a constant state of flux. This year,
many of the rules proposed under US Dodd-
Frank Act will go into effect, so the industry’s
ability to respond to these regulations is just
now becoming apparent. | believe that the full
impact of these rules has proposed many chal-
lenges and the overall compliance success rate
is yet to be determined.

On the global front, the movement to adopt
uniform principles and practices will have a
profound impact on how many financial in-
stitutions operate. This regulatory common
ground will facilitate cross-border activity,
while limiting certain aspects of regulatory
arbitrage that occurs today. In fact, a key
point that is reflected in the CPSS-I0OSCO
principles is precisely this commitment
among the securities regulators and central
bankers to work together to craft common
principles for the financial market infrastruc-
tures. AST
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ContinentChallenges

Access Europe: a tough nut to crack

AST talks to the DTCC’s Ann Bergin about the corporation’s European
journey, and how its user-owned model has gone down on the continent

MARK DUGDALE REPORTS

How did DTCC get where it is today
in the funds business?

DTCC, through its subsidiary National Securi-
ties Clearing Corporation (NSCC), launched
Fund/SERV in 1986. It was for the US market
and primarily for load funds, which were sold
through broker dealers. The broker dealers
were aware of NSCC because they were pro-
cessing equities through NSCC'’s systems, as it
was tremendously more efficient than the man-
ual processes that were in place at that time.
The broker dealers were seeing similar opera-
tional inefficiencies in mutual funds, so they ap-
proached NSCC and asked if something could
be done. Today, Fund/SERV is an industry stan-
dard platform for processing and settling mutual
fund transactions, which links fund companies
with their distribution partners.

For the past 25 years, Fund/SERV has helped
the funds business to grow and scale in the
most efficient manner possible. Our strategy
has included watching the evolution of the funds
market and anticipating the best ways to sup-
port it. Consequently, NSCC has expanded its
mutual fund services over the years and broad-
ened its reach with different types of products
passing through Fund/SERV from both the
retail and institutional markets. Now there are
approximately 50,000 funds on Fund/SERV and
800 clients.

Of course, we are keenly focused on enhanc-
ing the system to meet the needs of the mar-
ketplace. At a minimum, we release two up-
dates a year—sometimes more—to upgrade
the system. These updates fine-tune the sys-
tem for various market needs, including new
regulatory mandates.

How did DTCC find the European
market when it first arrived?

The European market is challenging for many
different reasons. Europe appealed to us be-
cause of the market fragmentation and the high
cost of processing and settling mutual fund
transactions. The magnitude of it suggested
that there was room in the European market
for a solution such as NSCC'’s, as the savings
and efficiency derived from our platform could
be translated into a less expensive, automated
alternative for European users. In addition, we
underestimated the political atmosphere in Eu-

rope. To bring all of those individual markets in
Europe together onto a common platform for
common purposes was difficult. When we were
considering our strategy in 2000, the market
was quite vertical. The large broker dealers had
their own funds and they were distributing those
funds to their clients. The horizontal model of
open architecture was yet to be established in
Europe and the European market was more fo-
cused on regulatory reforms at that time.

How did you overcome this?

We realised that the way that we should be ap-
proaching the European market was to make it
more accessible for our clients. We had clients
that were trading cross-border funds, primarily
in the Lux-Dublin domiciles, so they were very
interested in access to those products. Working
closely with our clients, we identified the funds
that they wanted and provided access to distri-
bution partners.

A few years ago, we expanded our direct mem-
bership to non-US entities in addition to permit-
ting offshore domiciled funds to access our plat-
forms via a US distributor member. Now that we
have opened up direct membership to non-US
entities, we are beginning to see strong inter-
est among non-US fund managers and distribu-
tors. This gives NSCC an opportunity to further
extend the value and benefits of its robust pro-
cessing platform.

What are you expecting to achieve
in Europe, now and in the future?

We are not looking at a big bang delivery in
Europe. What we really want to do is con-
tinue to explore where there are natural ad-
jacencies to the services that we are already
providing, looking at how we can deliver the
same level of value and service, but tailored
to additional marketplaces.

In listening to European market participants,
we’ve identified a need to offer settlement in
a variety of currencies. To that end, we've
established an authorised payment agency
under the UK Financial Services Author-
ity called DTCC Solutions Worldwide, which
is currently pending US Securities and Ex-
change Commission review and approval. Its
initial charter is to settle fund trades in euro
and pound sterling. However, we anticipate

expanding to additional currencies based on
market demand and broadening the payment
agent functionality.

Our strategy is about making the funds mar-
ket more globally accessible for our clients.
We have established an NSCC user group in
Europe, which | think will be really important
because it largely represents the funds there.
We have found that with the user group we
have a dedicated forum where we can identify
key service enhancements and build industry
consensus. This has proven to be a successful
manner to expand the reach of NSCC and fur-
ther our business relationships in this market.

| started with Fund/SERV in 1997, which is
about 10 years after it had been developed.
At the time, we were processing less than
50,000 trades a day. Now, we're processing
about 850,000 on the average day and 1.7
million on our biggest day. This is because we
put the right platform in place to help facilitate
market growth.

We have a solid and comprehensive model that
can work in Europe—one that has been tried
and tested. If European firms are interested
in broadening their access to funds and Euro-
pean funds are interested in broadening their
distribution, then | welcome the opportunity to
show them what we have to offer. In today’s
competitive environment, it's all about choices.
I’'m confident that European firms and funds will
see Fund/SERV as a good choice to lower their
operational costs and risks. AST
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Game on: fund admin in Malta

AST talks to Joseph Camilleri of Valletta Fund Services about the company’s
fund administration activities in Malta and further afield

EuropeanPerspective

MARK DUGDALE REPORTS

What role does VFS play and where
are you seeing the most asset ser-
vicing business coming from?

Valletta Fund Services is the fund administration
arm of the Bank of Valletta group.

The group’s fund administration activities date
back to 1995. They were initially performed
through another group company, Valletta Fund
Management, which was a joint venture entity
that was owned by the Bank of Valletta and In-
sight Investments (a BNY Mellon company) on a
60-40 arrangement. Valletta Fund Management
provided in-house fund administration services
for its proprietary funds.

In 2006, the fund servicing activity was spun off
into a separate entity, VFS, This was the result
of a strategic decision of the group that saw the
fund servicing activity being extended to third
party mandates.

It is interesting to note that at the end of May
2012, which was six years since VFS was set
up, the company was administering 117 funds,
with 25 of them being proprietary. This is clear
evidence of VFS’s positioning as an active player
in the field of fund administration to third-party

clients. VFS currently administers more than 30
percent of authorised funds in Malta. Considering
that there are 24 recognised fund administrators
on the island, VFS’s share, having a total AUM
value of approximately €2 billion, makes it by
many counts a major player in the local scene.

It must also be stated that VFS’s role in the
fund administration field ranks high in the
hedge fund space for locally registered pro-
fessional investor funds (PIFs), even though
the company’s initial services were predomi-
nately in the proprietary retail sphere. VFS is
also active in the UCITS context, for both pro-
prietary and third-party mandates, and in pro-
viding fund administration services to funds
that are domiciled abroad.

Finally, VFS’s clients for asset servicing are pre-
dominately EU-based. Our clients are mainly
regulated fund managers that are based in a
number of EU countries, from ltaly to the UK,
Germany, Holland, Slovakia, the Czech Repub-
lic and others. Another major and very important
market is Switzerland, which ranks among the
top three domiciles from where our business is
generated. Other interesting markets that have
considerable scope for expansion are Turkey

What about the services that Malta’s
fund administration industry offers?

Fund administration in Malta has come a long
way over the years. In 1995, when the new
legislative and regulatory framework came into
force, which allowed for the possibility of setting
up fund administration companies in Malta, the
initial activities in this field were few in number
and limited in expertise.

At the time, it was the two major local banks that
took a position in the market place, by structur-
ing their own funds and providing for in-house
fund administration. The funds back then were
plain vanilla funds, investing predominantly in
listed securities.

The first real quality leap was seen post-2000
with the introduction of a regulatory framework
for the hedge fund space. The initial slow start of
this specific sector saw a gradual and constant
growth in numbers, with a marked growth de-
velopment occurring with Malta’s accession to
the EU, which in effect put Malta on the radar of
many EU fund managers, alongside other es-
tablished domiciles in the funds sector.

Growth that was registered in the PIF sector
was underpinned and sustained on various

and Scandinavia.
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fronts, particularly from the fund administration
side. In fact, the growing numbers of fund ad-
ministrators on the island, and the investments
that were made by the local service providers
in IT systems and HR training, played a funda-
mental role, ensuring that they were well placed
to face the challenges of providing services to
funds with diverse investment strategies and in-
vestments in myriad asset classes.

It is interesting to note that it is not mandatory
for locally registered funds to appoint local ser-
vice providers. As of the end of 2011, more than
70 percent of registered funds in Malta were ad-
ministered by local fund administrators.

On the custody side, Malta has seen a some-
what slower growth pattern, which is reflected
in the growth path of UCITS schemes that
have been authorised in Malta. Currently,
however, there are some big names in this
business field, such as the likes of J.P. Mor-
gan (through its global custody arrange-
ments with the Bank of Valletta), HSBC and
Deutsche Bank, which are contributing to-
wards the strengthening of the custody offer
in Malta. This should also translate into further
growth of the UCITS funds sector.

In view of the depositary requirements that have
been imposed by the EU AIFM Directive, itis like-
ly that Malta will be attracting more custodians to
the island in to enable these to service the locally
registered AlFs (alternative investment funds).

Who are your typical clients and
who are the clients that you would
like to attract to Malta?

VFS'’s client base consists of two segments. On
the one hand, VFS’s anchor client is the Bank of
Valletta group itself, for which VFS acts as the
fund administrator for all of the group’s range of
funds. On the other hand, and most importantly
considering the faster growth path, VFS has more
than 50 different relationships with as many fund
promoters/fund managers to which we provide a
full set of services, including the determination of
the net asset value of the funds, transfer agency
services, the reparation of financial statements
in accordance with the International Financial
Reporting Standards, company secretarial and
registered office services, anti-money laundering
reporting services and others.

The typical third-party client of VFS is represen-
tative of the fund managers that Malta is attract-
ing to its shores. These mainly consist of small-
to medium-sized fund management outfits. As
to the investment strategies that are adopted by
our various clients, these are varied and wide
ranging, from long/short strategies, to funds of
hedge funds, arbitrage funds, algorithmic funds,
distressed debt funds as well as, albeit to a minor
extent, real estate funds and private equity funds.

While VFS will endeavour to strengthen its mar-
ket positioning in the alternative funds space, it
will maintain its proactive approach in identify-

ing the potential growth areas and gear itself
towards meeting the challenges that these
new areas bring with them. VFS has been at
the forefront in handling re-domiciliations of in-
vestment schemes from offshore jurisdictions to
Malta, as well as in the UCITS sphere, which we
feel has a great potential for further expansion.
Likewise, VFS has been also active in providing
turnkey solutions to its clients for the setting up
and licensing of investment schemes in Malta, as
well as fund management companies, to which
VFS also provides regulatory reporting, including
the drafting of quarterly financial statements.

How are you working to differentiate
VFS from your competitors?

We look at competition on a macro-level rather
than limiting our view to the local scene. Malta
is often referred to as the ‘new kid on the block’
and so it is imperative that our first differentiation
from our competitors should be looked at from a
jurisdiction perspective. That is Malta, as an al-
ternative to other domiciles, rather than focusing
on how VFS differs from its local competitors.

On this front, | strongly feel that Malta’s com-
pelling business proposal is underpinned by
its robust yet flexible regulatory framework, the
can-do mindset permeating the psyche of the
industry players, the time-to-market consid-
erations, the cost competitiveness, the small
and nimble concept, and the political will that is
aimed at developing this sector further into one
of the main pillars of Malta’s economy.

This brings us to VFS’s differentiating factors on
the local scene.

VFS is decisively at the forefront in promoting
Malta as a fund domicile; this gives us a head
start in attracting business to our company. This
in itself is a differentiating factor in that the extent
of overseas events, roadshows, presentations
and seminars organised and participated in by
the company are substantial and continuous.

Whereas most of our local competitors benefit
from outsourcing arrangements for fund ser-
vicing mandates from their parent companies
abroad, VFS’s business model is based on
direct mandates by third-party clients. Our ex-
tensive and continual investments in IT plat-
forms, as well as the investment in developing
the skill sets of our most important resource,
that is the human resource, ensure that our
service offering exceeds our clients’ expec-
tations. In turn, VFS’s SAS 70 certification,
as well as our rigorous internal and external
compliance audits checks, provide further
comforts to our clients.

Of all the regulatory changes being
mooted and implemented, which
one interests you and your clients
the most and why?

No doubt that UCITS IV and the AIFM Directive
are the ones at the core, particularly the latter

EuropeanPerspective

considering that our third-party mandates are
predominately represented by hedge funds.

The directive will no doubt present opportunities
to fund managers to market their AlFs within
the EU, allowing for higher distribution of those
funds falling within the scope of the directive.
The main implication for our clients is adherence
to the directive’s various provisions. Investment
managers will most likely outsource most of the
obligations as set out by the directive to exter-
nal entities, so that they can focus on what fund
managers do best: investment management.
The major impact of the directive will be on ser-
vice providers rather than fund managers that
the directive regulates.

It is expected that fund administrators will be
on the receiving end as they are best placed
to provide for most of the additional reporting
requirements that are imposed on managers,
be it regulatory reporting, investor reporting, risk
reporting, liquidity testing (that is monitoring of
the assets’ characteristics against the fund’s re-
demption policy), as well as others.

The major impact of
the directive will be on
service providers rather
than fund managers

The likely winners will be those fund admin-
istrators that gear themselves up sufficiently,
through investments in systems (and in automa-
tion) and training, in order to be better placed to
provide for this additional requirement that is to
develop in the marketplace.

On the UCITS side, the fund administrator’s role
in the compilation of the KIDD (Key Investor In-
formation Document) also ranks high on our
agenda and that of our UCITS clients.

What are the emerging markets that
interest VFS the most and why?

VFS'’s core markets remain the mature ones. As
stated above, most of our business clients are
based in EU domiciles and in Switzerland.

Our marketing efforts will remain predominately
focused on these markets, as we firmly believe
that for the foreseeable future, these markets
will remain VFS’s main source of business.

Having said that, it is also clear that some EU
domiciles are showing signs of strong potential,
like the Czech Republic, Slovakia and Scandi-
navian countries. Our efforts in these markets
are likely to be stepped up, while ensuring that
we do not lose focus on the core markets. Like-
wise, Turkey is another interesting market that
is developing in an interesting manner, and we
will surely be channeling some of our marketing
efforts in that direction. AST
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Speaking of Malta as an onshore domicile does
not sit comfortably on the tongue. The traditional
offshore domiciles—Bermuda and the Cayman
Islands to name but two—are swelteringly hot
and are home to beautiful beaches too. Malta,
particularly in July and August, is like this. Ac-
cepting the idea that such a place could exist
as a part of Europe geographically and the EU
politically is like trying on a pair of shoes for the
first time; it just doesn't fit.

Yet Malta is such a place. The island became a
fully-fledged member of the EU in 2004 and of
the eurozone in 2008. Adopting EU rules and
regulations brought Malta to the mainland, at
the behest of both government and the financial
services industry, according to Kenneth Farru-
gia, who is the chairman of FinanceMalta.

He says: “Before Malta became an EU member,
it was an offshore finance centre. All of Malta’s
legislation was based on the offshore position-
ing of similar island states and domiciles. I'd say
the regulatory culture was very much reflecting
the UK regulatory culture.”

In the 1980s, Malta welcomed a new govern-
ment to office. “One of the main priorities of the
new government was for Malta to become a
member of the EU, which meant that they had
to overhaul the positioning, and with that the le-
gal and regulatory framework,” says Farrugia.
“That was quite a laborious process as the new
government worked very closely with the indus-
try to draft the new legislation. Actually, invest-
ment services spearheaded some 14 pieces of
legislation, which | think opened the way for the
level of financial services as we know it today.”

Malta’s financial funds industry has grown as a
result of Malta’s EU membership. In 1995, there
were five collective investment schemes. Today,
Malta is home to more than 500 funds.

“Clearly, the catalyst for the growth of the in-

dustry is very recent, it's post-membership,”
says Farrugia. “I think it took a few years for our
membership to sink in with the other members.
Post-membership, | remember going to the likes
of Italy and they didn’t even know that Malta
was a member of the EU. There was that sort of
visibility gap. But in 2006/2007, we stated see-
ing an acceleration and exponential growth in
some of the key sectors. Funds was and still is
the fastest growing sector.”

This growth has increased year-on-year, accord-
ing to FinanceMalta. The combined net asset
value of funds in Malta reached 7.8 billion euro
at the end of June 2011. Service providers have
also set up in Malta post-membership, as they
bid to capitalise on its growing funds industry.

Six custodians and approximately 70 fund manag-
ers currently operate in Malta. The Malta Financial
Services Authority (MSFA) has licensed 24 fund ad-
ministrators, which include HSBC, Amicorp, Custom
House and TMF, according to FinanceMalta.

FinanceMalta explains: “As fund managers and
administrators worldwide are reviewing their
set-ups and operating environments which are
increasingly dominated by higher taxes and reg-
ulatory costs, Malta is being seen as comple-
mentary jurisdiction to Luxembourg and Ireland
for fund servicing and domiciling.”

In the regulatory upheaval since 2008, the Al-
ternative Investment Fund Managers Directive
(AIFMD) has taken aim at offshore domiciles,
according to commentators. The directive, once
implemented, could shut the doors of Europe
to funds that aren’t domiciled in a European
jurisdiction, so that European money would be
protected from funds in domiciles with less than
satisfactory regulatory frameworks.

“The thrust of this directive to ring-fence busi-
ness in the European marketplace is misguid-
ed,” says Farrugia. “| believe that offshore juris-

dictions and onshore European jurisdictions can
co-exist. It's not the case that it’s a free-for-all in
these jurisdictions. They are coming to realise
the importance of having good governance
within their industry, good regulation and good
oversight. We cannot just simply point the finger
at offshore jurisdictions.”

He adds: “In terms of the EU, | think this thrust
to try to ring-fence business—that if you want to
do business in the EU, you have to be domiciled
in the EU—uwill have its ill-effects. This is sort
of the law of unintended consequences. There
are quite a lot of funds in the Cayman Islands
and other jurisdictions that are in turn investing
in Europe. Now if you close the doors, ultimately
European economies will feel the brunt of that.

The threats that offshore jurisdictions face from
legislation such as AIFMD could force many funds
to re-domicile to places such as Europe, according
to some commentators. But Farrugia disagrees.

He says: “We've seen structures whereby the fund
manager has decided that it wants to focus on Eu-
ropean investors so they decided to re-domicile. But
ultimately, if you don't have European investors, there
is no need for you to have a European platform, be-
cause you'll be focusing on other markets. Hopefully
the regulatory framework for hedge funds will gain the
strong brand belief that UCITS has, because that will
be a reason for non-European financial institutions to
set up funds in Europe. All of this talk about significant
re-domiciliations has happened to a degree.”

Professor Joe Bannister, the chairman of the
MFSA, says that AIFMD may not be the cause
of recent re-domiciliations to Malta.

He says: “The scope of the hedge fund directive
is very good, but maybe it is a bit weighty, particu-
larly on the service providers, but that's ongoing
and has yet to be implemented. At the moment,
we see a lot of offshore funds coming onshore to
Malta. We have good re-domiciliation legislation,
and this has worked very well in funds.” AST
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Exceptional Growth for Malta’s Fund Industry

The number of collective investment schemes increased from 200 in 2006 to 519 in June 2011.

This success was made possible by Malta’s highly favourable business environment. This includes the role
played by the island’s Single Regulator, renowned throughout the industry for its flexibility coupled with
meticulous attention to detail.

The island’s highly competitive, cost-effective business environment and the presence of all the Big Four
accounting firms adds even further advantage.

An onshore EU jurisdiction allowing passporting and redomiciliation of funds, with an efficient fiscal regime,
a balmy Mediterranean climate and a multilingual, ethical and professional workforce, Malta offers a winning
combination of advantages specifically designed to foster further growth and maximise success.
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Industry appointments

BNY Mellon has named Edward Watson as
executive vice president and chief opera-
tions officer.

In this newly-created position, he will report to
Kurt Woetzel, BNY Mellon’s head of global op-
erations and technology and chief administra-
tive officer.

Watson was most recently executive vice presi-
dent for operations, technology and general
services for Fannie Mae.

Solutions provider Asset Control is looking to
expand its Japanese presence, both by open-
ing a new office in Tokyo, and appointing of Hi-
det Kobayashi as country manager.

Clearstream will undergo a significant shakeup
this summer, as its head of client relations re-
signs, and its Asian business splits in half.

Philippe Metoudi, Clearstream’s head of cli-
ent relations Asia-Pacific, Middle East and
Africa, has decided, for what the company’s
statement described as “personal reasons and
at his own request”, to resign after 20 years
with the company.

From 1 August 2012, one day after his resigna-
tion is made effective, Clearstream will also di-
vide its Asian business into a North and a South
section. Responsibility for the northern region,
which includes Clearstream’s Hong Kong and
Tokyo offices, will be in the hands of Alton
Chan, who has been responsible for the Clear-
stream accounts in the Asian-Pacific region for
the last 15 years.

Robert Tabet will be responsible for South Asia
which includes Clearstream’s Singapore and
Dubai offices. In their new roles, Chan and Ta-
bet will report directly to Clearstream CEO Jef-
frey Tessler.

Jeffrey Tessler, chief executive officer of Clear-
stream, said: “The new organisational structure
will put us in a position to provide clients in the

region with even more comprehensive advice
and support. | feel certain that Chan and Tabet
will bring new impetus to our successful Asia
business and continue to grow it.”

State Street Corporation has appointed
Timothy Donovan to senior managing direc-
tor and head of real estate fund services for
North America.

Donovan, who reports to Bhagesh Malde, the
senior managing director in State Street’s
alternative investment solutions group, will
help expand State Street’s real estate in-
vestment servicing business across North
America.

Donovan joins State Street from Beacon Resi-
dential Management.

BNY Mellon has recruited Paul Gately and
John Lehner for its outsourcing business.

Gately will be the head of BNY Mellon’s glob-
al outsourcing business, which oversees the
bank’s OnCore integrated outsourcing solution.
He will report to Lehner, who has taken respon-
sibility of the strategic oversight of BNY Mellon’s
outsourcing business.

Lehner will report to Lou Maiuri, the head of
global financial institutions within the bank’s as-
set servicing business.

Boston-based Lehner will continue as president
and CEO of Eagle Investment Systems, which
provides data management, investment ac-
counting and performance measurement solu-
tions, and is a subsidiary of BNY Mellon.

Gately, who is based in New York, previously
worked as a consultant at Eagle where he fo-
cused on its outsourcing and insurance services
initiatives for BNY Mellon.

The Budapest Stock Exchange has appointed
Zsolt Katona as its new CEO.
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Katona replaces Gyorgy Mohai, who resigned
from the position, effective from 15 May.

The exchange has also appointed Katona as a
new member of its board of directors. Mohai has
joined the exchange’s supervisory board as a
new member. AST
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AST chats with Rex Wong, the
head of business development
in the Greater China region at
BNY Mellon Asset Servicing,
who is based in Hong Kong

How did you get to where you are
today in your career?

I've been involved in the asset servicing indus-
try since 1993. | am the kind of person who sets
personal goals and constantly seeks new chal-
lenges to help me to develop my career. | have
been at BNY Mellon for over four years, origi-
nally joining the asset servicing team as a prod-
uct manager. Last year, | was promoted to head
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of business development for the Greater China
region. | think that my attitude, commitment and
the mutual trust that | have established with my
managers and team are key contributors to my
career success to date.

How did you get into your industry
and did it meet your expectations?

Not many people know this, and it is not the
most conventional of beginnings to a career
in asset servicing: my first job after gradua-
tion was as a marketing trainee in a direct
marketing company that sold gold and silver
coins in Hong Kong through bank credit card
centres. After three months, | realised that it
was not the career for me, so | secured my
first asset servicing position as a fund ac-
countant in the global custody division of a
US bank. | liked the job a lot, learned very
fast, worked long hours, and was fortunate
to progress swiftly through the ranks to man-
ager level. The blend of operational, product
development, and sales and relationship
management experience that | gained in-
creased as | progressed in my career. The
blend of experience that | have gained has
equipped me with the skills that | need for my
role as a business manager.

What would you change about
your industry?

For many financial industries, the challenge for
global players is to roll out their global products
and services in the fragmented Asian region
with distinct legal, regulations, cultures, eco-
nomics, languages, and so on. Even though
there is an on-going regional initiative for regu-
lators to work closely together so that they can
align their rules and practices within the region,
we are bound to see variations as each market
stands to protect their local investor interests
and develop according to their stage of devel-
opment. | wish to see the collective efforts of
industry participants and regulators to continue
to push for a common operating platform for
our industry.

Do you have any role models in the
industry who have helped or in-
spired you?

| have worked with a number of inspirational
senior leaders throughout my career who
have given me opportunities to work on a
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number of key initiatives and advised me as
my career developed. In particular, | had the
opportunity to lead the set-up of the middle-
and back office- operations for the first ever
ETF in Hong Kong in 1999, which was a
pioneer in the Asian ETF industry. | subse-
quently worked on the other market leading
ETFs in China, Taiwan and Singapore. Ever
since, | have witnessed the rapid growth
of the ETF market in Asia. In fact, some of
the infrastructures that have been set up in
Hong Kong for physical ETFs are a result of
our efforts with market participants to make
it happen.

What are your ambitions?

| have a special interest in ETFs. It is the prod-
uct design, implementation and the interactions
with market participants that are appealing to
me. If time permits, | want to devote more time
to the ETF servicing business of our BNY Mel-
lon in this region, given the global leadership of
the bank in this area.

If you could go back in time, what
would change or do differently in
your career?

Well, everyone makes mistakes. | have made
a few incorrect decisions, but overall, | am
satisfied with what | have achieved from a
career development perspective. Most im-
portantly, | have the support from my senior
management and | have a good team that
supports me.

If you weren’t in your current industry,
what would you be doing?

When | was a high school student, | wanted
to become an economist or an Economics
teacher. That's why | took my undergradu-
ate degree majoring in Economics in Sydney,
Australia, in 1989.

What are your interests and hobbies?

| enjoy going to the cinema, travelling and
reading. Some of my favorite books include:
Capitalism and Freedom, by Milton Fried-
man; and The ETF Handbook: How to Value
and Trade Exchange Traded Funds, by
David J Abner.AST
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