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in Guernsey, providing professional services for private 
client, corporate, fund services and managed trusts. It will 
begin operating under the new brands towards the middle 
of the year.

In terms of local Guernsey management, David Preston  
will continue as the managing director of the trust and cor-
porate business and director Mark Douglas will remain in 
charge of the fund services business, operating under the 
Moore brand. 

The acquisition will also result in senior promotions 
within First Names Group. Mark Pesco, current manag-
ing director of Jersey, will become managing director of 
the trust and corporate business in the Channel Islands, 
overseeing the pan-island offices. 

readmore p2

First Names Group has bought Guernsey trust, funds 
and corporate services provider Mercator, in what has 
become a long line of acquisitions for the firm.

The acquisition of Mercator (which remains subject 
to regulatory approval) is the fourth acquisition for the 
group since its management buyout in July 2012 and 
major rebrand in early 2013.

Boutique fund services business Moore Management 
in Jersey, international trust and corporate services 
providers Basel in Jersey and the British Virgin Is-
lands, and Citadel in Luxembourg were purchased in 
January, July and December of 2013 respectively.

Mercator is an independently owned business based 

Clearstream opens up 
non-T2S markets

Eurobonds and securities from non-T2S 
markets will now be eligible for settle-
ment under TARGET2-Securities, fol-
lowing plans from Clearstream.

In a statement, the firm said that this ex-
pansion will be achieved by using the 
network of cross-border links to non- 
T2S markets of its international central 
securities depository (ICSD).

Clearstream will make its ICSD-issued 
securities (ie, Eurobonds) and also se-
curities issued outside Europe available 
via T2S, which “represents a significant 
expansion of scope compared to the 
original universe of the T2S project”, 
said the firm.

readmore p2

Gibraltar aims to be 
gateway for AIFMD
Gibraltar has become a full signatory 
to the Multinational Memorandum of 
Understanding of the International Or-
ganization of Securities Commissions 
(IOSCO)—a regulatory move that posi-
tions the territory as a gateway to the 
AIFMD zone.

Nicola Smith, managing director of 
hedge fund administrator Helvetic, said 
that the signing bolsters Gibraltar as a 
location for international hedge funds 
looking for a geographic foothold within 
the AIFMD zone.

The passport system established under 
the Alternative Investment Fund Man-
agers Directive (AIFMD) allows funds 
to operate throughout the EU once they 
have received regulatory approval in 
one member country.

readmore p3

Guernsey is next on the list for the
acquisition-hungry First Names Group
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Guernsey is next on the list for 
acquisition-hungry First Names 
Continued from page 1

Ben Newman, current client services director 
will be promoted to deputy managing direc-
tor of First Names (Jersey) and Peter Clarke, 
director of compliance in Jersey, will become 
head of compliance for the Channel Islands. 
Sharon McMillan, who is currently the COO of 
Mercator, will become the operations director 
for the Channel Islands.

Managing director of Mercator, David Pres-
ton, said that Mercator had built a strong 
reputation and was a natural fit for First 
Names Group, allowing them to gain market 
presence in Guernsey. “I am delighted at the 
prospect of becoming part of a much larger 
organisation and the opportunities that will 
come as a result.”

Morgan Jubb, CEO of First Names Group, said 
that the firm had been very interested in ac-
quiring in Guernsey for some time. “We have 
successfully integrated the Basel business into 
our brand and culture and are committed to in-
vesting in the people, platforms and processes 
needed to support our objectives. I am natural-
ly delighted with the success achieved so far in 
our acquisition strategy, in terms of economies 
of scale and increased market share.”

Clearstream opens up non-
T2S markets 
Continued from page 1

“Clearstream’s decision will therefore further 
contribute to the harmonisation of cross-border 
flows in Europe and beyond.”

So far, 24 central securities depositories (CSDs) 
have committed to joining T2S. Based on to-
day’s figures, the German CSD will account for 
approximately 40 percent of the future T2S set-
tlement volumes, and therefore Clearstream—
both as CSD (in Germany and Luxembourg) 

and an ICSD (global)—will use it as credible 
access point to T2S.

This means that through Clearstream’s single 
network approach, which combines the CSD 
and ICSD network capacity, T2S settlements 
in euro central bank money via the German 
CSD could go beyond the European markets 
to include securities issued, for example, in 
Asia or Australia.

This development will offer customers greater 
flexibility while maximising the liquidity of their 
securities, said Clearstream.

Mark Gem, head of business management and 
strategy and member of the executive board of 
Clearstream, said: “Clearstream’s strategy for 
T2S aims to enable the market to achieve sig-
nificant savings on the indirect costs imposed 
by today’s fragmented settlement landscape in 
Europe. Chief among these is the potential to 
concentrate collateral holdings by ensuring op-
timal collateral mobility between participants.”

“But the liquidity costs associated with the cash 
side of settlement have been overlooked by 
many, including T2S stakeholders, until now. 
Today, participants are forced to settle the cash 
side of settlement instructions in each market 
separately despite the fact that we have had a 
single currency and a single payment system 
for some years. A key potential benefit of T2S 
that our strategy aims to unlock is to enable cli-
ents to settle from a single EUR treasury posi-
tion, whether that is held in the TARGET2 pay-
ment system, with a commercial correspondent 
or with an ICSD.”

“Clearstream will enable significant savings on 
the direct costs of settlement by passing on T2S 
fees at no margin. But the twin indirect savings 
that market participants will be able to realise 
through collateral mobility and liquidity efficien-
cy are even more significant. That is the reason 
why we have decided to ensure that Eurobonds 
and all other products in Clearstream’s ICSD 
network will be eligible for settlement in T2S.”
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Gibraltar aims to be gateway 
for AIFMD
Continued from page 1

The result has been an increased level of interest 
from international fund managers seeking terri-
tories that blend a skilled workforce, high quality 
provision of services such as audit and adminis-
tration, and a regulatory framework that meets in-
ternational standards. The memorandum is one 
more step that hopes to position Gibraltar in the 
global market as the gateway to the EU.

Smith said: “We will see 2014 as the first year 
which requires hedge fund managers to take 
positive action in response to the AIFMD. Key to 
the changes introduced by the legislation is the 
better transparency through increased monitor-
ing and reporting on risk management and in-
vestment activities.”

Clearstream enables investor 
access to ETFs
Clearstream, in partnership with Vestima, the 
largest global fund processing platform, will of-
fer investors direct access to an actively man-
aged PIMCO Source exchange-traded fund for 
the first time.

The ETF was listed on Deutsche Börse on 13 
January 2014. Investors are now able to directly 
buy and sell shares in this ETF through Vestima 
in the same way as for a mutual fund. ETFs 
continue to enjoy growing popularity as inves-
tors increasingly value and benefit from unique 
features of these instruments.

Howard Chan, vice president and product man-
ager for PIMCO’s ETF products in EMEA, said: 
“ETFs are generally recognised as a highly at-
tractive instrument for both retail and institution-
al investors. The availability on Vestima extends 
access to this ETF to a larger and new group of 
investors. Vestima reduces the execution com-
plexities for those investors who use both ETFs 
and mutual funds in their investment portfolios.”

Philippe Seyll, member of the executive board 
of Clearstream and head of investment funds 
services, said: “We are pleased to introduce 
the first actively managed covered bond ETF, 
managed by PIMCO, onto our Vestima plat-
form, which currently gives access to more 
than 125,000 mutual funds. Our objective is to 
provide investors with a standardised process 
for all their fund transactions—from mutual 
funds to ETFs and hedge funds—by using the 
same platform.”

Information Mosaic boosts 
Irish qualifications 
Information Mosaic and Griffith College have 
joined forces to create a diploma for the 
investor services industry, with the aim of 
maintaining Ireland’s strength as an invest-
ment funds centre.

Griffith College, Information Mosaic and the 
Chartered Institute for Securities & Invest-
ment’s (CISI) new diploma is in investment 
operations and compliance. It is designed to 
be a benchmark qualification for investment 
operations professionals in all sectors of the 
industry, as well as those who are aspiring 
to work in a compliance role in the investor 
services industry.

Together with this new academic qualification, 
successful participants will also achieve the 
CISI Investment Operations Certificate (IOC) 
qualification. This is an internationally recog-
nised professional qualification that features 
on the UK regulator’s appropriate qualification 
table for investment operations staff and meets 
prescribed regulatory standards.

Ulrich Kunz, CEO and chairman of Information 
Mosaic, said: “As a specialist provider of securi-
ties processing and corporate actions solutions, 
we know first hand the importance of robust 
operations and compliance processes to ensur-
ing the soundness of individual firms and the fi-
nancial system as a whole. This programme will 
certify that investment operations professionals 
have the foundation to manage these critical ac-
tivities and, in doing so, help maintain Ireland’s 
position as a leading investment funds centre.”

Clearstream’s custody is 
solid for 2013 

Clearstream closed off the year with a record 
€12 trillion in assets under custody held on be-
half of customers.

In December 2013, 3.25 million international 
settlement transactions were processed by 
the firm, a 7 percent increase over December 
2012 (3 million).

Of all international transactions, 83 percent 
were OTC transactions and 17 percent were 
registered as stock exchange transactions. For 
2013, Clearstream processed 41.11 million in-
ternational transactions, an increase of 5 per-
cent compared to 2012.

For Global Securities Financing (GSF) services, 
the monthly average outstanding in December 
reached €594.8 billion. The combined services, 
which include triparty repo, securities lending 
and collateral management, collectively experi-
enced an increase of 7 percent over December 
2012 (€555.7 billion).

For the year 2013, monthly average outstanding 
reached €576.5 billion compared to €570.3 bil-
lion in 2012, an increase of 1 percent.

Clearstream’s investment funds services 
business processed 0.67 million transactions 
in December 2013, a 24 percent increase 
over December 2012 (0.54 million). In the 
year 2013, 7.86 million transactions were 
processed, a 23 percent increase compared 
to 2012 (6.36 million).

FundsNetwork appoints Bravura
FundsNetwork has selected software provider 
Bravura Solutions to support part of its multi-
year programme aimed at enhancing the plat-
form for advisers and their clients.

FundsNetwork will use Bravura’s Sonata ad-
ministration system to support the platform as it 
extends and integrates the range of investment 
products and tax wrappers that it offers, includ-
ing brokerage, full cash management and ad-
ditional tax wrappers.

Pat Shea, head of FundsNetwork, said: “Last 
year we announced our intention to launch a 
multi-year investment programme to enhance 
the platform and deliver new products and ser-
vices. Since then, we have launched over 1900 
clean share classes, enhanced the FundsNet-
work Navigator managed service and launched 
a new pension in response to feedback we 
gathered from our adviser community.”

Tony Klim, CEO of Bravura, said: “As one of the 
largest platforms in the UK, this contract is a sig-
nificant milestone for Bravura and our Sonata 
solution. Modern technology is increasingly 
playing a pivotal role as platforms focus on op-
erational efficiencies and profitable growth. So-
nata will help FundsNetwork deliver the agility it 
needs to respond to the changing requirements 
of advisers and investors.”

Canadian regulators lay down 
clearing laws

Canadian securities commissions have laid out 
rules in regard to seeking recognition as a clear-
ing agency (or an exemption from the recogni-
tion requirement) under local rules.

They have also explained ongoing require-
ments for recognised clearing agencies that act 
as central counterparties, central securities de-
positories or securities settlement systems.

The Ontario Securities Commission (OSC), 
Quebec’s Autorité des marchés financiers 
(AMF) and the Manitoba Securities Commis-
sion’s proposed requirements are generally 
based on the Principles for Financial Market 
Infrastructures (PFMI).

The PFMI contains international standards for 
payment, clearing and settlement systems.

“The Canadian regulators note that implemen-
tation of the principles is an integral part of their 
efforts to develop a comprehensive regulatory 
framework for the trading of derivatives in Can-
ada and is crucial to satisfying Canada’s G20 
commitments for OTC derivatives market regu-
latory reforms,” said Alix d’Anglejan-Chatillon of 
Stikeman Elliott LLP in a report on the rules.

Securities regulators in British Columbia, Alber-
ta, Saskatchewan, New Brunswick and Nova 
Scotia are also all aiming to create a similar rule.
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Russia/Armenia link solidified
A partnership between Russia and Armenia has 
been confirmed, after the National Settlement 
Depository (NSD), Russia’s central securities 
depository, and the Central Depository of Arme-
nia (CDA) signed a memorandum of co-opera-
tion aimed at further development and strength-
ening of mutually beneficial relations.

The parties agreed to expand bilateral coopera-
tion for the creation of an efficient and reliable 
system of record keeping for trans-border secu-
rities settlements.

According to the memorandum, the deposito-
ries intend to establish close business relations 
and to organise the exchange of information 
regarding securities received for servicing and 
changes in the documents regulating the record 
keeping systems’ operations.

The parties also plan to exchange informa-
tion regarding the technologies, standards and 
development plans they use and their partici-
pation in projects, working groups and other 
events of interest for both depositories. Ed-
die Astanin, chairman of the executive board, 
NSD, commenting on the development, said: 
“Development of strategic partnerships with 
central securities depositories of the CIS coun-
tries is one of NSD’s priorities as Russia’s cen-
tral securities depository.”

“Our joint work in the Association of Eurasian Cen-
tral Securities Depositories contributes to it. We 
are sure that cooperation between Russia’s and 
Armenia’s central securities depositories will have 
a positive impact on the development of our coun-
tries’ financial markets. The signed memorandum 
will allow us to facilitate access to information 
about securities serviced by the Russian and 
Armenian CSDs. This will improve our markets’ 
transparency for investors in both our countries.”

In October 2011, the depositories signed an 
agreement on opening and maintaining the 
NSD’s nominee account with CDA. This al-
lowed NSD clients to use safekeeping and re-
cord keeping services, as well as settlement 
services, on Armenian issuers’ securities.

Gemini has a new hedge fund 
services business

Gemini Fund Services now has an expanded 
range of services for hedge fund clients.

Its parent, NorthStar Financial Services Group, has 
launched a hedge fund administration unit, Gemini 
Hedge Fund Services, as a new subsidiary.

Gemini Hedge is a provider of solutions for 
hedge fund managers, assisting with middle- 
and back-office duties, financial reporting and 
investor services.

“Gemini and NorthStar are leveraging best-of-
breed technology and 30 years of experience 
bringing pooled investment vehicles to market 
to help hedge fund managers navigate an ev-
er-changing landscape,” said Andrew Rogers, 
CEO of Gemini.

“With more and more hedge funds adopting mu-
tual fund administration, reporting and account-
ing standards, our dedicated team is well-posi-
tioned to assist hedge fund managers as they 
adjust to new regulations and investor expecta-
tions,” added Rogers. 

David Young serves as the president of 
Gemini Hedge.

Back offices have learnt from 
banks’ mistakes
Untapped data gold mines are the future for 
fund administrators, predicted Confluence in a 
recent report.

The firm said that fund industry back offices 
will evolve from cost centres into growth driv-
ers, and that new technology investments will 
enable them to deliver instantaneous and accu-
rate information, thus creating competitive ad-
vantage in an increasingly global marketplace.

While regulatory and technological advances 

http://www.standardbank.co.za/cib
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have positioned the investment fund industry 
to become truly global, old technology has con-
strained growth, added the report.

It predicted that, in the coming year, downward 
price pressure from fund managers and growing 
demands to support international distribution 
will prompt new back office investments in both 
efficiency and innovation.

“It is no longer enough for back offices to merely 
cut costs. Going forward, the most innovative 
won’t just reduce—they will produce,” said Con-
fluence COO Skip Smith. “They will also apply 
the lessons the banking industry learned more 
than a decade ago and find new ways to lev-
erage data and automate to achieve real effi-
ciency and drive growth.”

According to Confluence, this evolution from 
cost centre to growth driver will be facilitated by 
leveraging data as a strategic growth asset, the 
explosive growth of distribution in Europe, and 
investment advisers becoming less specialised.

BNY Mellon asset management 
unifies data
Markit’s enterprise data management platform 
has been chosen by BNY Mellon Asset Man-
agement to unify significant components of its 
data management operations and eliminate 
manual processes.

The first phase of the project will focus on amal-
gamating, cleansing and validating index data to 
create a master dataset for analytics. In subse-
quent phases, BNY Mellon plans to expand the 
usage of the platform to support the growing data 
management needs of its global subsidiaries.

Daniel Simpson, managing director and head 
of enterprise software at Markit, said: “Organi-
sations on the buy and sell side recognise the 
need for an enterprise-wide platform to take 
control of their data and break down silos. BNY 
Mellon is doing just this by taking a top down 
approach to managing its data across the firm 
and its multiple global subsidiaries. The imple-
mentation will enable the investment manager 

to have complete confidence in the data used 
across the business.”

ALPS creates fixed income fund
ALPS has launched an open-end mutual 
fund designed to protect principal while 
producing high current income. The fund, 
called ALPS | Westport Resources Hedged 
High Income Fund, is the result of collabora-
tion with Westport Resources.

The fund’s secondary goal is capital preserva-
tion, with the potential for appreciation.

“The ALPS | Westport Resources Hedged High 
Income Fund includes a number of ways to 
manage fixed income securities in a low interest 
rate environment,” says Tom Carter, president 
of ALPS Advisors.

“More than that, investors will have the poten-
tial benefit of a proven portfolio manager at the 
helm to execute on the fund’s strategies.”

ALPS is a DST Company focused on asset ser-
vicing and asset gathering.

Phoenix’s UK business 
shows strength 

Phoenix Fund Services’s UK authorised funds 
business has grown more than 160 percent in 
2013, with PFS in the UK now administering as-
sets of £2.3 billion.

Phoenix Fund Services administers assets of 
£6.7 billion in total.

Patric Foley-Brickley, managing director of 
Phoenix Fund Services, said: “Phoenix is de-
lighted that its UK authorised funds business 
has grown so strongly in the past 12 months. 
This growth has been driven organically by the 
extremely strong performance of the special-
ist fund managers for whom Phoenix provides 
authorised corporate director (ACD) and fund 
administration services.”

SGX experiences trading peak 
for derivatives
Singapore Exchange (SGX) recorded trading 
highs in derivatives trading for 2013, but noted 
that securities trading has declined.

For January to December 2013, stock mar-
ket capitalisation declined by 0.6 percent to 
S$940 billion. On a total return basis, includ-
ing dividends, the Straits Times Index was up 
3.26 percent.

Derivatives total volume and daily average 
volume (DDAV) increased by 40 percent to 
112 million and 459,362 contracts respec-
tively, and the volume of SGX AsiaClear 
commodities almost doubled to 660,372 con-
tracts and volume of iron ore swaps, futures 
and options cleared more than doubled to 
590,648 contracts.

Securities daily average value (SDAV) declined 
by 20 percent to S$951 million year-on-year, 
and securities turnover was down by 16 percent 
to S$20 billion year-on-year.

However, OTC clearing was a success for the 
firm, with the volume of new OTC financial de-
rivatives transactions cleared at S$3.7 billion, 
up 61 percent year-on-year.

OCC announces cleared contract 
volume of 4.2 billion
OCC cleared contract volume reached 
4,170,855,768 contracts in 2013, up 3 percent 
from the 2012 annual volume.

The exchange ended the year with cleared con-
tract volume reaching 325,905,926 contracts 
in December, up 3 percent from the December 
2012 volume of 317,190,974 contracts.

OCC’s securities lending central counterparty 
activities saw an 8 percent increase in new 
loans from December 2012 with 93,274 trans-
actions last month. Stock loan activity in 2013 
was up 26 percent from 2012 with 1,233,708 

http://corp.bankofamerica.com/business/ci/custody-agency-services
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new loan transactions in 2013, marking the 
highest annual volume for stock loan activity to 
date. The average daily loan value at OCC in 
December was $72,489,182,819.

2013 marks the second highest year for 
OCC cleared contract volume to date, just 
430,100,181 contracts behind the 2011 record 
volume of 4.6 billion contracts. OCC also re-
ported a record year for futures and stock loan 
activity in 2013.

Exchange-listed options volume passed 4 bil-
lion contracts for the third consecutive year 
reaching 4,111,275,659 contracts in 2013, a 
3 percent increase from the 2012 volume of 
4,003,871,308 contracts. 

Total options volume for the month of Decem-
ber was 320,209,356 contracts, up 2 percent 
from December 2012. OCC cleared an aver-
age of 16,314,586 options contracts per day 
in 2013.

Futures cleared by OCC reached 59,580,109 
contracts in 2013, up 56 percent from 2012 and 
the highest annual volume for OCC cleared 
futures contracts to date. Total OCC cleared 
futures volume in December was 5,696,570 
contracts, a 22 percent increase from Decem-
ber 2012. OCC cleared an average of 236,429 
futures contracts per day in 2013.

Eurex trading volume 
down in 2013

The international derivatives markets of Eurex 
Group ended 2013 with a turnover of approxi-
mately 2.2 billion contracts, a reduction of 100 
million year-on-year.

The total volume for 2013 is comprised of 1.6 
billion contracts traded at Eurex Exchange 
and 639 million contracts traded at the In-
ternational Securities Exchange. This corre-
sponds to a daily average trading volume of 
8.6 million contracts.

At Eurex Exchange, the equity index derivatives 
segment was the largest in 2013 with a total 
yearly volume of 644.8 million contracts, down 
by 120 million year-on-year.

Derivatives on the EURO STOXX 50 index were 
the largest single product with 268.5 million fu-
tures and 225.1 million options. The equity de-
rivatives segment saw 382.2 million contracts 
(down from 411 million in 2012).

Higher yearly volumes were recorded in the div-
idend and volatility derivatives segments: divi-
dend derivatives grew slightly and totaled 7.1 
million contracts, an increase of 200,000. Vola-
tility derivatives totaled 7.3 million contracts, an 
increase of 38 percent.

Eurex Repo, which operates Swiss Franc, Euro 

Repo and GC Pooling markets, reached an 
average outstanding volume of 222.6 billion 
euros across all repo markets in 2013, down 
from 234.7 billion in 2012. The secured money 
market GC Pooling hit a new record with an 
average outstanding volume of 153.8 billion 
euros, an increase of 6 percent year-on-year.

OneChicago sees record 
results in 2013
Equity finance exchange OneChicago has con-
firmed a December 2013 volume of 1,174,205 
and a total volume of 9,515,194 for 2013.

David Downey, CEO of OneChicago, said: 
“It is very simple. Lowering your cost struc-
ture provides higher yields and a competi-
tive advantage. Customers using the secu-
rity futures products are able to carry equity 

positions on much more favorable financing 
terms than traditional margin loans while al-
lowing the customers to capture the benefit 
from the value of the position in the securities 
lending markets.”

In December open interest stood at 489,272 
contracts on the equity finance exchange at 
close-of-market, and 1,155,399 exchange fu-
tures for physicals and blocks were traded. 
December 2013 EFPs and blocks activity 
represented $5.7 billion in notional value.

Downey said: “2013 was a breakout year for the 
[security futures] product as customers began 
to grasp this concept. In addition, CTA participa-
tion increased dramatically as we were success-
ful in introducing the futures side of the world to 
the vast liquidity pools on the equity side. We 
anticipate this will expand in the years to come.”

Large egos can lead to a breakdown in the 
receive/transmit interaction and result in a 
disconnect between a leader and their staff 
or a firm and its clients. Culture in any firm 
comes from within and above, and certain 
firms welcome people who are strident, vocal, 
somewhat aggressive and, for want of a better 
word, ‘thrusting’. I’ve found that, in my experi-
ence, those firms tend to act in the same way 
with their clients, which leads to a feeling of 
alienation, a lack of partnership approach and, 
eventually, the breakdown of a relationship.

Thankfully, for either a person looking for a 
new employer or a client looking for a new 
custodian/service provider, each and every 
bank is different in several ways and it is im-
portant for either job satisfaction or a good cli-
ent relationship for a strong cultural fit to be 
established before any relationship is formal-
ised. As Sigmund Freud once said, “ego is not 
master in its own house”.

Ending on that rather deep note, I’ll promise to 
be more upbeat next time!

As ever, do let me know your thoughts. Drop 
me a line at paul@hornbychapman.com

Ego (noun) – def: (i) self-esteem: somebody’s 
idea of his or her own importance or worth, usually 
of an appropriate level. But also, (ii) inflated opin-
ion of self: an exaggerated sense of self-impor-
tance and a feeling of superiority to other people.

The asset servicing industry has more than its 
fair share of ‘characters’—people who are at-
tracted by, and can cope with, its huge rewards, 
immense challenges, high media profile and 
constant pressures. Given the visibility of these 
folks, via regular networking, conference speak-
ing and attendance, as well as the fact that our 
industry, despite its global reach, can sometimes 
resemble a small village in terms of a closeness 
and sense of community, these characters are, 
as we say in Scotland, ‘well ken’t faces’. By that 
I mean they are known and, in most cases, ad-
mired by those with less outgoing natures.

The abilities to sell (an increasingly important 
attribute in the industry) and also lead a team 
or business, require a high degree of confi-
dence, self-belief and differentiation. Howev-
er, there is a fine line between confidence and 
arrogance, which can, at times, be crossed to 
the detriment of the individual concerned, their 
reports and their banks.

Here w’ego

Paul Chapman, managing director, HornbyChapman Ltd



8

NewsInBrief

Societe Generale Securities Services (SGSS) 
in Romania has been mandated by the Europe-
an Bank for Reconstruction and Development to 
act as its custody bank in Romania.

EBRD is the largest institutional investor in 
the country.

Assets from EBRD are being progressively trans-
ferred to SGSS for custody and safekeeping, po-
sitioning it as a main local partner.

Under the terms of the mandate, SGSS will also 
provide other value-added custody services, 
such as settlement on the Romanian market for 
both stock exchange and OTC trading, and sup-
port for major local IPOs and government secu-
rities in the primary market.

EBRD is an international financial institution that 
supports projects in over 30 countries, from East-
ern Europe to Central Asia and the Southern and 
Eastern Mediterranean. Investing primarily in pri-
vate sector clients whose needs cannot be fully 
met by the market, the bank promotes entrepre-
neurship and fosters transition towards open and 
democratic market economies.

Through its activity in Romania in the coming years, 
EBRD will develop projects that will assist Romania 
in maintaining stability in the financial sector, to sup-
port further growth of Romanian enterprises and 
small and medium-sized enterprises.

EBRD is owned by 64 countries and two supra-
national institutions, the EU and the European 
Investment Bank.

BNY Mellon is, for the first time, providing de-
pository and related services in Germany for 
closed alternative investment funds investing in 
property, agriculture, private equity and renew-
able energies.

The bank has been appointed as depository for a 
proportion of the alternative investment holdings of 
Alceda Asset Management GmbH in Germany and 
Alceda Fund Management SA in Luxembourg.

The mandate also covers assets held in alterna-
tive investment funds issued by Aquila Capital, an 

investment company for alternative investments 
and investments in real assets. Both Aquila Capi-
tal and Alceda are part of the Aquila Group.

In addition, BNY Mellon and Alceda Asset Man-
agement GmbH (as the designated portfolio 
management company on behalf of Aquila Cap-
ital in Germany) will work together to establish 
the first agricultural fund issued under the terms 
of the new legislation. Further funds are already 
in the planning stage.

Following the implementation in Germany of the 
Alternative Investment Fund Managers Directive 
(AIFMD) and the new Capital Investment Act 
(Kapitalanlagegesetzbuch—KAGB) on 22 July 
2013, closed-end funds, which were previously 
unregulated, have to be managed by capital in-
vestment companies regulated by the BaFin, the 
Federal Financial Supervisory Authority.

Assets belonging to closed alternative invest-
ment funds are now required to be held by a 
depository, usually a custodian bank.

Michael Sanders, chairman of the board of Al-
ceda Fund Management SA, said that the new 
statutory regulations in Germany have placed 
an ever-greater focus on transparency and in-
vestor protection.

The bank also snapped up another mandate 
this month, and is now the paying agent, com-
mon depository and fiscal agent on a tranche of 
hybrid bonds issued by Telefónica Europe BV.

The hybrid bonds, which are deeply subordinat-
ed guaranteed fixed-rate reset securities, raised 
£600 million and are “unconditionally and irrevo-
cably” guaranteed on a subordinated basis by 
Telefónica SA, said a statement. These are the 
first hybrid bonds issued in sterling by a Spanish 
company since the financial crisis.

Telefónica’s hybrid bonds will pay 6.75 percent 
interest per annum and have a non-call option 
for the first seven years which means the issuer 
can redeem them after this period.

“We have seen a recovery in the issuance of 
European corporate bonds recently, particularly 
in hybrid bonds,” said Dean Fletcher, head of 
EMEA corporate trust at BNY Mellon.

“These are the first hybrid bonds issued in ster-
ling by a Spanish company since the financial 
crisis. The fact the issuance was oversub-
scribed shows that there is strong demand for 
sterling denominated bonds from investors in 
the UK and elsewhere.”

Telefónica is one of the largest telecommunica-
tions companies in the world in terms of market 
capitalisation and number of customers. Its mo-
bile, fixed and broadband businesses are key 
drivers of its growth in Europe and Latin America.

HSBC has become the custodian bank for the 
first RQFII ETF (RMB qualified foreign insti-
tutional investor exchange-traded fund) to be 
listed in Europe.

The CSOP Source FTSE China A50 UCITS ETF 
is listed on the London Stock Exchange. This man-
date provides further evidence of HSBC’s ability to 
connect global investors with China as the pace of 
renminbi internationalisation accelerates.

The CSOP Source FTSE China A50 UCITS 
ETF, which listed on 9 January, was the first 
ETF to be listed on the UK stock market using 
investment quota approved under the RQFII pi-
lot scheme, a programme launched in 2011 to 
open up investment in renminbi-denominated 
Chinese securities to overseas investors.

HSBC is providing a range of securities services to 
the ETF, including trusteeship, global custody, fund 
accounting and transfer agency as well as acting 
as RQFII custodian, having assisted CSOP As-
set Management Limited (CSOP) in obtaining the 
approval for RQFII quota of Rmb 1.5 billion from 
China’s State Administration of Foreign Exchange.

Cian Burke, global co-head of HSBC securi-
ties services, said: “HSBC is delighted to be the 
custodian that supported the first RQFII ETF to 
be listed in Europe. The listing of this ETF re-
flects China’s rapid progress in opening up its 
capital market to global investors. Capitalising 
on HSBC’s strength as the leading custodian 
bank in servicing foreign institutional investors 
in China and our ability to provide one-stop se-
curities services under the UCITS platform, we 
look forward to supporting our clients in invest-
ing across the globe, including China as the lib-
eralisation of its capital markets continues.”

Northern Trust has nabbed a forestry pension 
plan mandate originally maintained by RBC In-
vestor Services.

The IWA Forest Industry Pension Plan has 
named Northern Trust as global custodian for 
the C$3.1 billion pension fund serving nearly 
70,000 members of Canada’s forest industry.

As custodian of the assets, Northern Trust will 
also provide investment accounting, securities 
lending, compliance monitoring and perfor-
mance services to the plan.

“Superior technology and expertise in alterna-
tive assets were key reasons for our selection of 
Northern Trust,” said Colleen Troelstrup, direc-
tor of investments for the IWA Forest Industry 
Pension Plan.

“Improved risk and performance analytics as 
well as user friendly presentation will enable en-
hanced reporting and more efficient internal pro-
cesses. In addition, Northern Trust supports our 
expanding allocation to alternative investments 
with experienced staff and market-leading tools 
to monitor and manage a range of asset classes.”

The IWA Forest Industry Pension Plan is jointly 
funded by approximately 400 participating com-
panies and close to 70,000 members. The ad-
ministration of the plan is overseen by a board 
of trustees equally representing the United 
Steelworkers (formerly I.W.A. Canada) and for-
est industry employers. AST



ClassActions
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Class action growth outside of the US is now 
increasing rapidly.  The ruling of the Morrison v 
National Australia Bank case in 2010 resulted 
in the US Supreme Court prohibiting f-cubed 
actions from taking place within the US. This 
means that a non-US shareholder, suing a non-
US company, whose stock was purchased on 
a non-US exchange, is no longer able to bring 
their case in the US courts. Legislatures across 
the world have rapidly been developing legisla-
tion in response to a demand for securities class 
actions to be processed in alternative locations.

The US was long at the forefront of process-
ing securities class actions but now legislatures 
such as Australia, the Netherlands and Canada 
are firmly asserting their ability to handle such 
cases. In South America, the picture is mixed 
and varies from country to country. Many coun-
tries currently do not allow class actions and 
prompt citizens to pursue claims in the US 
courts. Alternatively, some jurisdictions are ac-
tively encouraging claimants to litigate through 
their local courts as opposed to in the US.

Brazil, Argentina, Chile, Colombia and 
Mexico, have now adopted legislation that 
enables class actions and other forms of ag-
gregate litigation. The new laws vary greatly 
by country, and range from the inclusion of a 
few provisions in a given statute to the com-
prehensive overhaul of several laws.

place, Brazil will likely account for a decent pro-
portion the predictive settlement figure. A class 
actions trial in Brazil usually takes from about 
two to six years and can be a complex process, 
but the great settlement rewards should not be 
overlooked.  In addition, there are now special-
ist service providers that can automate the com-
plex process of class action participation across 
international legislatures at a relatively low cost. 
The pressure of the process can be dramatically 
eased by such support. AST

South America’s largest country, Brazil, has 
been at the forefront of the movement to 
promote class actions in the region and has 
extended the predominant consumer class 
action focus to include, as Patricia Helena 
Marta, a litigation partner of TozziniFreire 
Advogados, elaborates, “the environment, 
consumers, cultural patrimony, economic/
antitrust rights and other so-called diffuse, 
collective, and homogeneous  individual inter-
ests.” Residents from other jurisdictions can 
file claims in Brazil as long as they are able 
to guarantee the payment of court costs and 
legal fees payable should they lose the claim. 

It is important to note that the Brazilian class 
actions system differs from US class action 
procedures. For example, there are no opt-in 
or opt-out mechanisms. It has been argued 
that the individuals, whose rights are protected 
and litigated under the Brazilian class action 
system, often do not become aware of the fil-
ing of the lawsuit. Public notice of the existence 
of the class action is made by a publication in 
an official newspaper.

International investors are able to bring securi-
ties class actions in Brazil. Goal Group’s analy-
sis of its class actions knowledge base predicts 
that by 2020, annual securities class action 
settlements in South and Central America will 
reach $620 million. With its legislation already in 

An unsuspecting nation
Individuals must be made more aware of lawsuit filings if Brazilian class 
actions are ever to succeed, says Christopher Morton of Goal Group

C
hr

is
to

ph
er

 M
or

to
n

S
al

es
 a

nd
 re

la
tio

ns
hi

p 
m

an
ag

er
 fo

r t
he

 A
m

er
ic

as
G

oa
l G

ro
up
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Amidst the flurry and bluster of the Alternative In-
vestment Fund Managers Directive (AIFMD), firms 
have been crossing their fingers that they are one 
of the lucky few that will profit from the new rules. 

There are seven current depositories signed up 
in the UK (see the box on the right), and new 
depositories are entering into the market all the 
time, keen not to lose clients. KAS Bank and 
Northern Trust are the two latest to the craze, 
with both currently having applications in with 
the Financial Conduct Authority. 

On top of a depository, some firms are creating 
depository-lite services for EU fund managers 
of non-EU domiciled funds.

SuMi TRUST Global Asset Services is one such 
entrant into this space. The firm, whose parent 
is Japanese monster Sumitomo Mitsui Trust and 
Banking (SuMi TRUST), came into being after it 
acquired an existing asset servicing platform in 
2012—Daiwa Global Asset Services, which had 
20 years of experience in Ireland. 

In Japan, SuMi TRUST has around 40 percent 
market share of custody, trustee, asset administra-
tion and asset management, and $3.2 trillion dol-
lars under custody, giving it a dominant position in 
Asia. Charles Bathurst, corporate and marketing 
advisor to the firm, explains that the team is keen 
to build out the SuMi TRUST brand in Europe and 
the US, where the firm is less well-known.

Working the kinks out

The main problem with the current attitudes 
towards the directive, says Bathurst, is the 
fact that many providers are being too hesitant 
about providing all of the key functions you have 
to do for the offshore depository.  

“We’re hearing people will do cash management, 
but not cash reconciliation, for example. It is very 
interesting and I know a lot of managers are frus-
trated that they cannot get a clean answer from 
their current administrator or prime broker as to 
what they are prepared to do for them.”

businesses, but each will insist to the fund manag-
er that it must act as sole counterparty—the prime 
broker, the administrator, and the depository. 

However, taking counterparty risk by putting all 
of your eggs in one basket is completely coun-
terintuitive to the inherent aim of the directive.  

“The problem is that there are still a number of un-
certainties in the directive that prime brokers don’t 
want to commit to, and clients don’t know when this 
will be resolved. A lot of the involved community—
prime brokers, trustees and administrators—might 
be committed to fully servicing their larger clients, 
because they don’t want to lose that business, but 
less so for smaller funds,” says Bathurst. 

He adds that prime brokers are happy to still be 
the custodian to these smaller funds, but need 
someone to oversee them to ensure they’re 
monitoring the assets as much within the direc-
tive as possible. 

Case study 
“As far as we’re concerned, AIFMD is just an 
extension of what we have always been doing,” 
says Bathurst. SuMi TRUST in the UK does not 
have a UK depository, but rather an Irish deposi-
tory that is allowed to be passported across to 
the UK and which can provide depository ser-
vices for UK managers with non-EU funds (Cay-
man, British Virgin Islands, etc), that want to 
continue to market into Europe . 

Bathurst says that the firm’s unique selling point is 
that it is agnostic and open in its relationship with 
clients. “They can select various components of 
our offering and don’t have to have it all, which is 
fairly unusual in the asset servicing space.”

It would seem that, rather than attempting to 
scoop up the biggest business they can, firms 
must instead attend to the pressing rules of the 
directive. Some prime brokers have clients that 
they don’t even know if they can safeguard un-
der the AIFMD depository duties, and it is these 
that will have to commit to certain pricing, ser-
vices, and understanding—and quick. AST

Bathurst asserts that his prior experience with 
running asset management companies means 
that he can put himself in the shoes of the man-
ager, who is getting a lot of conflicting advice 
from their lawyer, prime broker, custodian, and 
administrator as to what impact AIFMD will have 
on their business, and subsequent ability to 
raise assets in Europe. 

“Managers are worried that the directive is going to 
cost a lot more money, that there will be operational 
interference in their business—and that it will simply 
create more and more bureaucracy and regulatory 
oversight. Traditionally, alternative funds, whether 
they be hedge funds, private equity or real estate, 
have been fairly on the periphery when it comes to 
the regulator’s eyesight. They are very worried they 
will have to become mainstream asset managers 
such as BlackRock or Aberdeen.”

SuMi TRUST UK’s focus, he says, is working with 
these types of companies to cement the fact that 
they themselves will not have to do anything—it 
is the service provider that will police their current 
administrator or prime broker and provide an um-
brella over the top of their business.

Another problem lies within proprietary competi-
tion between each provider. The prime broker and 
administrator to a fund may come from different 

The million dollar drop 
Prime brokers must decide what pricing  they can provide, unless they want 
to lose out in the Alternative Investment Fund Managers Directive battle 
GEORGINA LAVERS REPORTS

Current depositories and trustees 
of UK-based authorised funds

•	 BNP Paribas Securities Services
•	 BNY Mellon Trust & Depositary (UK) Ltd
•	 Citibank International Plc
•	 HSBC Trustee & Depositary Services
•	 J.P. Morgan Trustee & Depositary 

Company Limited
•	 NatWest TDS
•	 State Street Trustees Limited



The key to your hidden assets...
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automate and optimise the reclamation of withholding 
tax on cross-border securities dividend income and 
compensation claims on global securities class actions.
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of their clients. Historically, non-participation in U.S. securities 

class actions has cost investors and funds dearly, for instance 
between 2000 and 2011 nearly USD18.3 billion in U.S. settle-
ments to which shareholders were entitled were not reclaimed.

Goal Taxback will undertake all the work necessary to 
recover excess withholding tax suffered on foreign in-
come by utilising our proprietary software together with 
all the knowledge and expertise gained through years of 
experience in the business.

Goal’s clients include hedge funds, several of the world’s 
largest global custodians, asset managers,

private banks, pension funds, high net-worth individuals, 
investment banks, prime brokers and fund managers 
spread widely around the world. 
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Arguments are not usually solved by tech-
nology. Case in point was the recent media 
furor over Nigella Lawson, whereby a couple 
of exclamatory emails from her ex-husband, 
advertising mogul Charles Saatchi, led to her 
being cross-examined about alleged drug use 
while acting as a witness in a trial. 

But technology can fix problems when it comes 
to portfolio reconciliation. 

A Celent report on the topic commented that, 
while  reconciliation has usually been reactive and 
driven by disputes, the trend in the last few years 
has moved the industry in a different direction. 

In the report, Portfolio Reconciliation for Deriva-
tives Markets: Well Begun Is Half Done, Celent 
studied the growing importance of portfolio rec-
onciliation and how firms are trying to make the 
best of what has been an “operationally chal-
lenging” few years.

“Firms have strengthened their operational 
capabilities as technology has advanced, and 
regular reconciliation is becoming an important 
means of reducing risk as well as meeting regu-
latory requirements.” 

In an email interview with the International 
Swaps and Derivatives Association (ISDA), the 
association stated that following new regulation 
in both the US and Europe, firms are now re-
quired to perform portfolio reconciliation. 

“Prior to the new regulation coming into force, 
the industry made great efforts via the regula-
tory voluntary commitment process to increase 
the frequency of portfolio reconciliation across 
the industry.” 

But the association disagreed with the state-
ment that “reconciliation has usually been re-
active”, stating that the industry “was making 
great efforts” to proactively enhance and ensure 
robust risk management via portfolio reconcilia-
tion pre-2008. 

“The introduction of mandatory portfolio reconcili-
ation may have increased the frequency of port-
folio reconciliation in some instances, however 
the regulation for the majority of industry players 
was just a continuation of business as usual.”

The association has a portfolio reconciliation fo-
cused working group that it stated as meeting 
regularly to discuss any issues that the industry 
is seeing and to find industry wide solutions. 

She added that the new regulations requiring 
financial institutions (FIs) and non-FIs to recon-
cile OTC derivatives had led to a spike in firms 
using triResolve, with more than 7 million trades 
being reconciled regularly through the service. 

“US firms do not have the same reporting re-
quirements, and it is only a sub-section of the 
market that has to deal with them—swaps deal-
ers mainly—but from their requirements comes 
a knock-on effect to the rest of the industry.”

In Asia, there is no requirement but again, 
there would be a knock-on effect—for ex-
ample, J.P. Morgan telling Japanese banks 
that in order to trade with the US they have 
to follow the requirements. 

ISDA has really taken the initiative, said Hinko. 
More than 6000 members signed up to the as-
sociation’s EMIR protocol, which enables par-
ties to amend the terms of their protocol covered 
agreements to reflect the portfolio reconciliation 
and dispute resolution requirements imposed by 
EMIR, as well as to include a disclosure waiver to 
help ensure parties can meet the various report-
ing and record keeping requirements under EMIR 
without breaching confidentiality restrictions.

Hinko also pointed to the ISDA working group 
in Asia as using automated reconciliation, and 
that firms had recognised significant benefits. It 
is just up to the rest of the world to follow suit, 
and realise that technology can be the solution, 
rather than the problem. 

Both the US Commodity Futures Trading Com-
mission (CFTC) and the European Securities 
and Markets Authority (ESMA) used the frame-
work that the industry had already devised as a 
baseline for the new regulation. 

ISDA assisted the industry by publishing proto-
cols in both the US and EU to cover the legal 
requirements, for example, agreeing portfolio 
reconciliation terms ahead of entering into a 
trade under the European Market Infrastructure 
Regulation (EMIR). 

It also issued an operation best practice for port-
folio reconciliation for the purposes of EMIR at the 
request of its members which is available on the 
EMIR focus page—guidance, it said, that helped 
counterparties to identify which terms should be 
reconciled on a best practice basis in light of “lim-
ited prescriptive guidance from ESMA”.

Driving the machine 

The drivers towards automating reconciliation 
seem to be threefold, and consist of regulatory 
pressure, oversight, and cost. 

The practice is crucial, said Celent, because it 
allows firms to obtain a better overview of the 
trading function. “Regulation has been a driv-
er, as has legacy platform rationalisation, with 
firms relying on automation and streamlining of 
their reconciliation platforms. Having a number 
of legacy platforms across the trading function 
makes it difficult for firms to run their compliance 
optimally. Finally, in a tough economic environ-
ment, cost minimisation is becoming a mantra 
across the board.”

ISDA could not provide details as to when ven-
dors had been offering automation from, or an 
estimate of how many portfolios are reconciled. 
It gave only one reason for automation: to im-
prove business efficiency. 

Susan Hinko, the global head of industry rela-
tions for TriOptima, discussed how the firm 
launched its solution triResolve in 2006, as a 
portfolio reconciliation service working with the 
sell-side banks. 

The portfolio reconciliation and dispute reso-
lution obligations imposed by EMIR had US 
deadline dates of 15 September and 23 Au-
gust 2013. But, Hinko said, a lot of the market 
hadn’t had to reconcile their portfolios until 
15 December, because they work quarterly. 

A friendly standoff 
Though Celent and ISDA disagree on whether automating portfolio 
reconciliation has been reactive or not, the case has been made for 
a better breed of technology 
GEORGINA LAVERS REPORTS
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PeopleMoves

BNP Paribas Securities Services has hired 
Alexandra Ricciardi to extend the firm’s col-
lateral franchise to North America.

Ricciardi will be based in New York as the head 
of product development for collateral services in 
North America.

The newly created position enables US and 
Canadian based clients to access the bank’s 
services locally. BNP Paribas continues to 
flourish in Europe with its collateral offering, 
and recently enhanced the service with the 
launch of the ‘collateral access’ suite of prod-
ucts in June 2013.

The bank’s clients in Europe and the Asia Pa-
cific will also be able to access the service in 
North America once the launch is complete.

Ricciardi has been hired to oversee the expan-
sion locally in the US and adapt the product 
to the nuances of the American market. The 
launch is expected in Q2 of this year.

Ricciardi’s most recent role was at J.P. Morgan.

The Options Clearing Corporation (OCC) has 
reshuffled its leadership team, and appointed 
Craig Donohue as executive chairman, with 
Michael Cahill becoming president and CEO.

In his role as executive chairman, Donohue will 
preside over OCC board meetings and will be 
responsible for OCC’s control functions and 
external affairs.

As president and CEO, Cahill will provide over-
sight for day-to-day business operations, over-
seeing technology, risk management, business 
operations, finance and legal affairs.

As part of its executive transition plan, OCC has 
also promoted Michael McClain to COO. In this 
new role, McClain will be responsible for busi-
ness operations and technology. McClain joined 
OCC in 2001.

The London Pensions Fund Authority has made 
the appointment of Susan Martin as CEO offi-
cial. Martin has been interim CEO since August, 
and was previously deputy CEO.

Martin has been with the LPFA since 2007. A 
statement from the LPFA said that she will focus 
on delivering change at the LPFA and, should 
the minister so decide, within the wider Local 
Government Pension Scheme (LGPS), some of 
whose 89 funds are facing challenging times in 
meeting large deficits.

Edi Truell, chairman of the LPFA, said: “I am 
delighted to announce [Martin’s] appointment 
as CEO of the LPFA, which comes as we pre-
pare for what will be a pivotal year for public 
sector pensions in the UK. Local government 
minister Brandon Lewis’s call for evidence 
into the future of the LGPS is a once in a gen-
eration opportunity to solve real issues and 
reduce deficits.” August, and was previously 
deputy CEO.

Martin’s appointment follows the recent re-
lease of the LPFA’s Annual Report 2013, which 
showed that the fund grew by £427 million dur-
ing 2012 to 2013, to £4.6 billion.

Kelly Gouveia has joined Deutsche Bank’s 
fund services business as a vice president and 
head of its trustee business in Jersey. 

The bank’s fund services business in Jersey 
provides third party fund administration, trustee 
and transfer agency services to hedge funds, 
private equity, real estate and fund of fund man-
agers, servicing $200 billion of assets globally. 

Gouveia, who was most recently at Altis Part-
ners, will be responsible for ensuring the 
proper governance of the trustee function, 
evaluating prospective new business, and 
assisting the wider EMEA depository team 
where required. 

Andreas Tautscher, chief country officer for 
Deutsche Bank in the Channel Islands, said: 

“I am delighted to welcome [Gouveia] to Deutsche 
Bank in Jersey at an exciting time of expansion 
for our Funds Services business. Her extensive 
knowledge of local regulation combined with her 
expertise in implementation of new regulation, 
risk assessment and compliance monitoring will 
be an asset to our team.” AST 
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