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Information sharing among peer groups must be at the heart of a new 
 approach to risk management

continued on page 4

Today at a glance
Friday 19 September

>09:00  Exhibition opens 
>11:00  Farewell brunch in the 

Sibos buffet restaurant 
 Hall C
>12:00  Exhibition closes

The timing of Sibos seems to coincide 
with momentous events: in Berlin in 

1990 at the time of the city’s reunifi cation 
and cancelled in 2001 as a result of 9/11. 
Now, said SWIFT CEO Lázaro Campos, he 
heard one delegate refer to ‘Sibos Monday’. 
Several speakers had to be replaced at short 
notice. Another delegate told Campos that 
he was surprised that the conference had 
managed to get through until Thursday. 

In the event it proved to be one of the most 
innovative and stimulating weeks that Sibos 
veterans could remember. The keynote 

speaker at the session, Don Tapscott, author 
of Wikinomics, president and CEO, nGenera 
and adjunct professor, University of Toronto, 
even joked that, “You sure know how to 
time a conference,” adding that his 22 year 
old son had also been thrust into the may-
hem, having started his fi rst job two weeks 
ago in his chosen fi eld: investment banking.

The US Government bailout of Fannie Mae, 
Freddie Mac and AIG which in all but name 
had nationalised these former bastions of 
the US fi nancial industry would have been 
un-thought of a month ago, said Tapscott. 

Risk management practices had been at 
fault owing to their proprietary nature. 
“People questioned sub-prime but there 
was no sharing of the information,” he ob-
served. This echoed one of key points of the 
previous day’s CEO Big Issue debate which 
highlighted the importance of understand-
ing the nature of risk across business lines. 
Leadership could come from people present 
in the plenary hall, suggested Tapscott. 
“There’s nothing more powerful than an 
idea whose time has come,” he said, quot-
ing Victor Hugo. 

Michael Clarke, managing director, col-
lateral management and client valua-

tions, UBS appeared by telephone link from 
New York. That probably was adequate 
testimony of the problems associated with 
the short-term challenges faced by col-
lateral managers worldwide following the 
bankruptcy of Lehman Brothers. As Mark 
Higgins, business development manager 
EMEA, Bank of New York Mellon com-
mented, “The need to pay attention and 
the attention to detail are among the les-
sons to be learned from the crisis.” But the 
problems were arguably more fundamental 
than operational. Godfried De Vidts, direc-
tor of European affairs at ICAP suggested 
that as recently as a year ago “many senior 
managers at banks simply did not under-
stand how their institution funded itself. 
Things have improved a lot but they can 
still be blindsided by sudden events.”

The session, moderated by Dennis Sweeney, 
Treasurer EMEA, Newedge, covered three 
key topics. First, the way collateral was 
managed in ‘peacetime’ – when things 
were going well. Second, the situation 
encountered in the current ‘wartime’ – in 
an under pressure environment; and fi nally, 
what might be done about it to avoid the 
same problems in the future.   

As well as De Vidts comments about senior 
management, he also mentioned the his-
toric practice of accepting progressively less 
highly rated collateral both at deal inception 
and on margin, in response to competitive 
pressures. This process, which appears to 
have been quite universal across the market, 
seems to have occurred with little formal 
review of its full implications; but there can 

“People questioned 
sub-prime but there 
was no sharing of the 
information.”

Don Tapscott, author of Wikinomics, 
president and CEO, nGenera

New era of 
transparency?

Another 
fine mess
Inadequate systems and lax 
practice helped create a major 
problem. Will it happen again?
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Closing session

Lesson of mass collaboration
Tapscott walked Sibos participants through 
the implications for corporate futures of 
the advent of mass collaboration and the 
technologies and social forces that were 
enabling it. We cannot afford to wait two 
decades to restore confi dence and trust in 
the fi nancial system, said Tapscott, urging 
delegates to learn lessons from the experi-
ence of mass collaboration.

Web 2.0 represents a new paradigm, said 
Tapscott, with interactivity as the enabler. 
In this environment, he said, various objects 
in daily use will have IP addresses allowing 
them to communicate with each other. “My 
toaster will be able to talk with my refrig-
erator,” he said, though adding that, “I 
have no idea what they would say to each 
other.” We are, said Tapscott, “in an age of 
pervasive ambient computing.” 

The internet itself has changed radically, he 

said. The old internet was structured around 
web pages. The new internet is built into 
the world itself, allowing for richer interac-
tion with the user’s immediate environment. 

Kids today
The technological revolution is also inter-
secting with a demographic revolution, said 
Tapscott. In an earlier book, Growing Up 
Digital, he set out to explore the impact of 
technology on adolescents. Now, he said, 
“technology is like air” for a generation 
that has grown up with internet technolo-
gies rather than having to learn them. Their 
ability to create communities is integral to 
their approach to solving problems.

Unlike their parent’s generation, said 
Tapscott, “these kids want to have fun 
at work.” They do not segregate the two 
activities. Wikinomics breaks down corpo-
rate hierarchies by encouraging the rise of 
self-organising collaborative communities. 

Mass collaboration is actually a new mode 
of production, said Tapscott, providing a 
networked model of innovation and pro-
duction.

This is not restricted to particular industries, 
said Tapscott, citing the examples of zopa.
com in banking and marketocracy.com in 
mutual fund management. 

Goldcorp
Underpinning this approach are four key 
principles: peering; transparency; shar-
ing, and acting global. To illustrate the 
point, Tapscott pointed to the case of Rob 
 McEwen, former investment banker, and 
CEO of Goldcorp, who used open source 
tactics and an online competition to breathe 
new life into a struggling business. 

When his geologist was unable to pin-
point where to fi nd the next seam of gold, 
 McEwen published his geological data 

online and offered over half-a-million dollars 
in prize money for any entrants who could 
come up with the best way to fi nd and 
extract the gold. Participants in the contest 
found 55 drilling targets that Goldcorp had 
not identifi ed, 80% of which proved true.

Could Wikinomics be used to change the 
nature of fi nancial risk? Tapscott suggested 
that it could. Community members, he said, 
should adopt openness in working together 
to provide click-through transparency on 
packaged securities such as CDOs, along 
with performance dashboards; peering to 
produce open-source pricing algorithms and 
not only thinking globally but also acting glo-
bally to share and analyse value at risk data.

The session closed with a dialogue between 
Dan Newman, The Valueweb, provider of 
the Dialogue Zone and SibosLab innova-
tions, and Gottfried Leibbrandt, head of 
markets, SWIFT, on the highlights of the 
week. 
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“Recent events suggest that risk 
management has a long way 
to go in order to fulfil its role of 
protecting banks. Risk management 
is supposed to be proactive and 
should find ways of preventing risk 
events. 

In crises like this, there is a ripple 
effect. This is a global phenomenon. 
It is worrying banks in Africa who 
have nostro accounts with banks in 
the US and Europe. More and more 
companies are going to collapse 
and this is going to have a ripple 
effect in the African market.”

David Semakula, manager treasury operations, Stanbic Bank

The end of the American century
“I don’t agree that it is the end 
of the American century and the 
beginning of the Asia century. I 
think it’s very much the start of the 
global century. I think we always 
fear an economic shift of power, 
and that the business will move 
to another region, but I think this 
shift is collaborative. It will lead to 
greater opportunity and there is a 
place for the western markets in all 
this. This week I think we’ve been 
in a little bit of an island away from 
the mayhem of the big financial 
centres. The conference has been 
very constructive.”

Nadine Teychenne, vice president, global transaction services, 
EMEA, Citi

 shift taking place from West to 
East and this seems to make sense. 
Markets are large and growing at 
a faster rate. The UK and Europe 
are struggling. But my feeling is 
that you have to embrace change. 
You can’t hold back a tidal wave, 

you have to move with it and 
collaborate – that’s the only way 
to survive. The proof of that is that 
there are less financial institutions in 
the world at the end of Sibos than 
there were at the beginning!”

Paul Blosse, senior vice president, European operations service 
centre, Bank of Tokyo-Mitsubishi (London)

“I don’t view the West to East issue 
as a shift of power, but rather that 
Asia is now rising to take its place 
as an equal power. The world is 
becoming a global community 
and there is so much yet to be 
discovered. For everyone to win, we 
need to look at the world economy 
in the light of the opportunities it 
presents for global collaboration.”

Nandakumar, president and CEO, SunTec Business Solutions 
(India)

“The shifting of power to Asia is 
a cyclical change, whereby the 
West is now saturated and the East 
represents a huge and unexplored 
market. The West will continue to 
play a role, but the economies that 
were hitherto ignored are beginning 
to take up their due position on the 
global stage.”

P.K. Gupta, chairman & managing director, United Bank of India

share the same standards. I agree 
that it is the end of the American 
century and the start of the Asian 
century. I think this event could 
signify a shift from the west to the 
east. 

Anonymous – Japanese banker

“We all predicted there was 
going to be consolidation in the 
marketplace – just not the pace and 
the scale, with household names 
disappearing overnight. Now we 
are all thinking: what’s next? I don’t 
think anybody’s safe now. It’s only 
those who are flexible who are 
going to survive. 

When something like this happens 
in the market there are winners and 
losers. So there have been some 
winners and we shouldn’t see doom 
and gloom in everything. I think 
it’s shown that it is a community 
– an eco-system is a better way of 
describing it – so perhaps this is a 
re-balancing, but the discussions 
today show that the eco-system is 
strong and will continue to thrive 
in the longer term. There’s a cyclical 
element to it.”

Gareth Lodge, research director, payments, TowerGroup

“Sibos has been a great opportunity 
to discuss the impact of the 
financial crisis, and has caused a 
more real discussion to take place. 
What, for example, should the 
role of the regulators be? It’s also 
highlighted the fact that there 
needs to be more coordination 
across the industry. The whole 
situation helped to stretch the 
imagination towards finding new 
models of standardisation and 
regulation.”

Wolfgang Pernkopt, director of IT, infrastructure technology 
and payment systems, Austrian Central Bank

“As far as the global financial 
crisis is concerned, we’ve been 
a bit removed from it here at 
Sibos, although it has caused a 
greater focus this week on risk 
management and regulatory issues 
than would otherwise have been 
the case. It’s left me with the 
question: when I get back to the 
office, what actions will need to be 
taken to affect change?”

Angus Fletcher, vice president, Morgan Stanley International 
(London)

“I believe that people need to put 
more focus on risk management, 
but there may be a limit to what 
people can do because we don’t all 

A week proves a long time in financial services
Global financial brands have become history in the space of a week. How did Sibos delegates take the news?

Delegate feedback
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Conference

A panel session on the mooted demise 
of OTC derivatives on Thursday quickly 

morphed into a discussion on the merits of 
central clearing. 

Moderator Natasha de Terán, a journalist, 
pointed out: “Lehman was one of the 10 
largest futures clearers. In futures, people 
thought they were clear of counterparty 
risk. They aren’t.” 

With regulators pushing the industry to-
wards more centralised risk management 
for OTC products, the clearing debate cen-
tred on whether it would happen and how. 
“There’s almost certainly no need for clear-
ing, but clearing would be welcome,” said 
ISDA global policy head Richard Metcalfe. 

But he warned: “If you think about how 
many trades you want to go through a 
clearing house, you need to look at the 
trades that are left because not everything 
can go through. If you put through the 
vanilla trades, you’re left with riskier ones.” 

What industry panelists agreed on was the 
need to pre-empt a forced move to the 
CCP model. “If you look at the emergence 
of SwapClear, which addresses the interest 
rate swaps market, it emerged not because 
the regulator said so but because the mar-
ket drove it,” said Metcalfe. 

Which CCP?
Cathryn Lyall, COO for exchange projects at 
ICAP and a former futures trader, claimed 

a recent survey of ICAP customers had 
revealed most were in favour of choice over 
clearing. “The question is: which CCP will 
it be? The regulators are looking for a more 
stable environment,” she said, adding that 
dealers would be reluctant to support an 
exchange-owned CCP. 

“The events of the past few months are giv-
ing grounds for thought about the clearing 
model of the future,” she said.  

Mario Nava, head of unit G2 for financial 
markets infrastructure at the European 
Commission, did not rule out continued 
competition among clearing providers. 
“The fact that it’s a global market means 
[the CCP] needs scale to function, but that 

doesn’t mean it has to be the only one,” 
he said. “McDonald’s and Burger King both 
sell bad food all over the world. They’re in 
competition.” 

A vote at the beginning of the session 
revealed most of the audience believed 
OTC markets had contributed to the cur-
rent crisis. When the vote was repeated at 
the end, the majority had become a near-
consensus. 

Yet OTC appetite will increase. “People 
want specific exposure and they can do it 
through OTC,” said Christopher Sier, direc-
tor of Alpha Financial Markets Consulting. 

In any case, the panelists were defiant. 
“RIP? No, it’s OTC: VIP,” said Metcalfe.

Clear case for OTC
OTC through a CCP? There’s more than one way to clear derivatives

be little doubt as to its contribution to the 
current situation.

Jean-Robert Wilkin, head of GSF product 
management, Clearstream, explained some 

of the problems that Clarke and others were 
dealing with. “Unsecured credit has essential-
ly disappeared, hundreds of billions of dollars 
worth of collateral is now deemed unaccept-
able by many participants, while hundreds of 
billions more has been lodged with central 
banks against short term cash borrowings. 
Demand for collateral is increasing as margin 
calls are rigorously pursued and margin re-
quirements are progressively tightened” was 
his summary of the position and an eloquent 
illustration to the scale of the problem. 

What next?
Two areas were covered in terms of future 
progress that should be a priority. In terms of 
general collateral it seems there is still ‘plenty to 

go round’ but it is not all in the right place – so 
you cannot even use Japanese Government 
Bonds (JGBs) as collateral for loans from the 
ECB. For institutions supposedly monitoring 
global financial institutions, such parochialism 
on the part of central banks is disconcerting. 
Second and more technical, Clarke called for “a 
much more effective way to reconcile counter-
party positions related to OTC derivatives.” This 
is needed to standardise information fields and 
communications while covering mark to mar-
ket as well as position reconciliation. Perhaps it 
was desperation for a solution that made him 
agnostic as to whether it involved a central 
utility or interoperable multiple solutions. Given 
the scale of the problem, thousands of posi-
tions, and the need for at least daily review, this 
must surely be an opportunity for SWIFT and its 
partners to extend and deepen their relation-
ship with the securities industry.

“What’s my exposure to Lehman 
Brothers?” was a cry that went 

out across financial institutions last week-
end as the US investment bank scrambled 
in vain to avoid bankruptcy. When the cry 
came from Bill Gross, the chief investment 
officer of PIMCO, the USD 829.5 billion 
fixed income investment manager, the 
working week started early for Jeff Conway, 
head of investment manager services at 
State Street, the custodian bank. 

“We had to be – and were – an extension of 
their operations,” said Conway, at yester-
day’s ‘Infrastructure 2.0’ discussion, under-
lining the importance of the business model 
and client focus in determining the securities 
processing infrastructure needed to meet 
today’s fast-changing customer demands.

Panelists agreed that Infrastructure 1.0 had 
been able to handle the sharp increase in 
securities volumes since Q3 2007. David Kane, 
managing director, J.P.Morgan Worldwide Secu-
rities Services, asserted that platforms had also 
“coped very, very well” with even higher levels 
of activity in the financial markets this week. 

But, as moderator N. Ganapathy Subrama-
niam, president, TCS Financial Solutions, 
observed, “Last year’s peaks are this year’s 
averages.” Not only that, noted Conway, 
securities processing infrastructures need to 
enable custodians to take advantage of new 
opportunities. “With significant develop-
ments in sovereign wealth funds and alterna-
tive management, for example, we need to 
ask: can we evolve fast enough?” he asked.

Clients’ multi-instrument, multi-geography 
investment strategies and real-time informa-
tion requirements have demanded large-scale 
infrastructure investment by custodians. “Cli-
ents might be trading in 70 to 80 markets 
per day and expect the same level of service 
every day,” said J.P.Morgan’s Kane. “They 
want sophistication, they want reliability, and 
some of them want it at a lower price.” 

The shape of 2.0
So what will ‘Infrastructure 2.0’ look like? 
Conway said that securities processing 
could no longer be regarded as “just a 
sausage factory”. One approach, he sug-
gested, was for more ‘mature’ activities 
to be centralised at BPO (business proc-
ess outsourcing) locations, while centres 
of excellence supported the processing of 
over-the-counter transactions as well as 
risk and performance analytics. “Moreover, 
a multi-asset class back office is essential 
given the range of services we’re offering 
today,” said Conway.  

Training and retaining talent to run securi-
ties processing infrastructures is also a cru-
cial consideration, asserted David Gilmour, 
senior vice president, wholesale bank-
ing operations, Standard Chartered. The 
bank, which employs 20,000 staff in four 
transaction processing hubs across Asia, 
implemented a plan 15 years ago to focus 
recruitment on three locations, including 
Chennai, India. There was “no quick fix” 
to creating Infrastructure 2.0, Gilmore said, 
but he advised, “Keep planning and keep 
talking to customers.”

Securities processing  
moves upstream
Custodians must invest to keep up with client demands 

“Last year’s peaks are this 
year’s averages.”

N. Ganapathy Subramaniam, TCS Financial Solutions

“Can we evolve fast enough?”
Jeff Conway, State Street

“[A year ago] many senior managers at banks simply did not 
understand how their institution funded itself.”

Godfried De Vidts, ICAP

“Hundreds of billions of dollars 
worth of collateral is now 
deemed unacceptable.”

Jean-Robert Wilkin, Clearstream

continued from front page

“The events of the past 
few months are giving 
grounds for thought 
about the clearing model 
of the future.”

Cathryn Lyall, ICAP
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Conference

“Did hedge funds cause this? Did 
hedge funds cause property prices 

to fall? Did we force regulators to turn a 
blind eye to the toxic waste on banks’ bal-
ance sheets?” demanded one opposer to 

the motion: ‘Hedge funds are the root of all 
evil’. “The devil might have made the banks 
do it, but hedge funds did not.”

Nor did hedge funds dream up the idea of 
repackaging sub-prime loans for sale on 
the securitisation market, another opposer 
pointed out. “We might have bought some 
of these deals from the banks, but only to 
sell them to other banks, because hedge 
funds understand risk a lot better than 
banks do.”

But while hedge funds would have had eve-
ry right to query regulated banks in detail 
about the nature of the products they had 
purchased (and evidently did just that), in-
stitutions that bought the same instruments 
from hedge funds would have had to put 
up with a familiar two-word reply: caveat 
emptor. Whether high net worth individuals 
need protection from hedge funds may be a 
moot point, but hedge funds cannot remain 

The opposers’ contention that bankers 
are also damned does not absolve hedge 
funds of responsibility for the damage they 
have caused to the world’s pensioners and 
retail investors, proposers countered. In 

addition to the assertion that many hedge 
funds do not deliver the non-correlated 
absolute returns promised to their high net 
worth clients, one proposer criticised the 
tendency of directional trading strategies 
deployed by hedge funds to drive asset 
prices to extreme highs and lows. “The 
natural laws of supply and demand do not 
push the price of oil up by 10% in a day,” 
said a proposer. “Pension funds are having 
to invest at values determined by hedge 
funds. Their hot money flows are having 
a dramatic impact on asset prices and the 
economy at large.”  

But one man’s hot money is another’s li-
quidity. “As banks become more risk averse, 
the liquidity provided by active trading on 
the part of hedge funds will become more 
important to the financial markets. So-
called fast money is what drives markets 
and will be around forever,” an opposer 
argued. 

so under-regulated when they trade increas-
ingly with institutions that must abide fully 
with the strictures of the SEC, FSA et al. 
“Why did banks always end up with the 
sorry end of the deal?” asked one proposer. 
“Why did hedge funds have information 
that gave them the upper hand?” 

No sympathy for the devil
Now that their involvement in the sub-
prime crisis is bringing down some of the 
biggest names on Wall Street, there is little 
sympathy from the devil. “So what do the 
banks say when the US Federal Reserve 
pulls them in to find a solution? ‘Give us 
billions of dollars of taxpayers’ money.’ And 
we’re evil?” an opposer said.  

A market in crisis looks for a scapegoat, 
said another opposer, but history is full of 
innovators, such as Galileo, that have made 
the transition from heretic to hero as their 
ideas gained acceptance. Hedge funds were 
tired of the witch hunts, the opposer said. 

“Describing a whole industry as evil is like 
describing all Americans as cowboys and 
gun-toting hillbillies,” he said.

While admitting that usurers were already 
down there in the sixth circle of hell, as 
described in Dante’s Inferno, one proposer 
wanted to give hedge funds an opportunity 
for salvation. “If fast-moving organisations 
such as hedge funds can be accused of 
sloth, it is in their slowness to submit to the 
regulation and control infrastructure that 
traditional asset managers must abide by,” 
he said. “As a result, USD 2 trillion is being 
hidden behind closed doors.”  

But proposers sought to play down the mys-
tery and play up the price efficiency that their 

activities brought to the financial markets. 
“There’s no black arts and no magic; just a 
lot of highly skilled, highly specialised people, 
actively managing assets,” he said. “Hedge 
funds just prick bubbles. Without hedge 
funds, the bubbles would just get bigger.” 

For all the sound and the occasional fury, 
the house and the motion were unmoved. 
Only two members of the audience said 
their voting intentions had been changed 
by the arguments put forward. And, for the 
record, Sibos does not believe hedge funds 
can be blamed for all the world’s evils.

Exchanges have faced increasing competi-
tion, initially from Chi-X, the first MTF off 
the block in Europe and pioneer of the mak-
er-taker model in European equity trading, 
and now Turquoise, owned by a consortium 
of investment banks. Since its soft launch 
in August, Turquoise has already captured 
10% market share in selected stocks. 

However, noted Lee, this increase in trading 
choices is likely to lead to further fragmenta-
tion in liquidity, with several MTFs lining up 
to join Chi-X and Turquoise in the European 
arena. He began the discussion by observing 
that the Vienna Bourse is one of the oldest 
in the world. But given that the relevance of 
local markets could diminish in the new dis-
pensation with the advent of pan-European 
trading platforms, Lee asked, “Do we still 
need a Vienna Stock Exchange?”

The initial response from panelists was to in-
sist on the need for local exchanges, but as 
the discussion progressed, it became clear 
that their positions were more nuanced. Eli 
Lederman, CEO, Turquoise pointed out that 
even though every market might need its 
own exchange, this was what caused frag-
mentation in the first place. “The MTFs” he 
suggested, “are actually countering frag-
mentation at the trading end.” Lederman 
suggested that further price improvement 
was in store through the inclusion of block 
crossing capabilities in trading platforms. 

Scott Riley, director, Chi-X Europe, was ada-
mant that domestic exchanges still provide 
a necessary service in terms of listing and 
capital raising. However, he noted, they all 

When ‘Project Turquoise’ was first an-
nounced in 2006, there were some 

in the market who saw it as a stalking 
horse, whose main function was to drive 
down trading costs on the London Stock 
Exchange, said John Lee, publisher, The 
TRADE and moderator of the session, ‘Trad-
ing venues: opportunity or cost?’

To that extent, “mission accomplished”, 
said Lee. LSE trading costs have dropped 
significantly. However, multilateral trading 
facilities (MTFs), as the new alternative trad-
ing venues are called – have proved to be 
vibrant additions to the trading landscape. 

have their own clearing and settlement ar-
rangements. “When we approached them 
with an innovative trading solution, we 
could not get access on commercial terms to 
their post-trade infrastructure,” he said. For 
that reason, both Chi-X and Turquoise have 
established their own commercial clearing 
relationships with Fortis EMCF and EuroCCP 
respectively and, in the process, have signifi-
cantly driven down clearing costs for their 
customers.

Anthony Attia, executive director, head of 
business change management, NYSE Euron-
ext, suggested that the antagonism be-
tween traditional exchanges and MTFs has 
been overplayed. Acknowledging that the 
relationship was initially strained, he pointed 
out that the exchanges themselves are now 
adopting innovative trading tools, including 
smart order routing and dark pools as well 
as either partnering in or forming their own 
MTFs. Nor was competition new for them. 
Exchanges have been preparing for MiFID 
for some time, said Attia, and they have 
long been competing with each other.

The post-trade challenge
Angus Fletcher, head of European business 
development and market infrastructure, 
Morgan Stanley noted that while execution 
costs have been coming down, settlement 
providers, whose margins are already tight, 
have had to grapple with the cost conse-
quences of fragmentation in trading volumes 
across different platforms and as a result of 
algorithmic trading, which slices orders up 
and drip-feeds them into the market. 

For Andrew Gelb, head of securities and 
fund services, EMEA at Citi, fragmentation in 
two respects needs to be addressed: clearing 
and settlement and, less obviously, but in-
creasingly important given the events of the 
past couple of weeks, fragmentation in risk.

Lee wondered if regulators would be willing 
to wait 12-18 months to determine whether 
a ‘best of breed’ clearing solution came to 
fore, before pushing the private sector to 
address issues of operational risk. While Gelb 
thought recent events would push regulators 
to take increasing notice of the post-trade 
landscape, Lederman took a contrary view. 
In the current climate, he said, “I’m sure the 
regulators have bigger fish to fry.” All agreed 
that the landscape from trading through to 
settlement is likely to look considerably dif-
ferent in two years time, though the jury is 
out on what its contours will be.

Will risk control or market forces  
drive consolidation?
Clear winners are yet to emerge from amongst Europe’s expanding 
universe of trading and clearing platforms

Speak no evil
Chatham House rules freed the proposers and opposers in yesterday’s debate, ‘Hedge funds are the root of 
all evil’, to pursue their arguments with considerable verve and wit, without any risk to reputation

“The MTFs are actually 
countering fragmentation at 
the trading end.”

Eli Lederman, CEO, Turquoise

“When we approached [the 
exchanges] with an innovative 
trading solution, we could 
not get access on commercial 
terms to their post-trade 
infrastructure.”

Scott Riley, Chi-X Europe

“Hedge funds just prick 
bubbles. Without hedge funds, 
the bubbles would just get 
bigger.” 

“So-called fast money is what 
drives markets and will be 
around forever.”

“Did hedge funds cause 
this? Did hedge funds cause 
property prices to fall?”

“Pension funds are having to 
invest at values determined by 
hedge funds.”
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“Voting rights now have a value and 
SWIFT can play a key role in help-

ing institutions understand and realise 
that value in the future.” This was the key 
conclusion by Henry Hu, professor at the 
University of Texas School of Law, of a wide-
ranging discussion on the impact of securi-
ties lending on corporate governance and, 
in particular, “the decoupling, through the 
lending of shares, of the economic inter-
est in public corporations from voting and 
corporate governance interest and responsi-
bilities,” as Hu described it.

The panelists, under the guidance of chair-
man Ed Blount, executive director, Center 
for the Study of Financial Market Evolu-
tion, explained the evolving background for 
securities lending and borrowing. A key legal 
aspect of lending is that the right to vote is 
given to the borrower by the lender as part 
of the contract. As Hu pointed out, “this is 
what causes the decoupling and leads to the 
possibility of holders of voting rights exercis-
ing these votes in ways that disadvantage 
the economic interests of the lender.” Irving 
Klubeck, managing director, Pershing, high-
lighted the role in the US of Regulation T 
which among other things defines legitimate 
purposes for which lending and borrowing 
may be used in US equity markets, thereby 
eliminating some of the more obvious 
abuses in this environment. He also noted 
that in the US, “there is typically a delay 
between record date and general meeting or 
dividend payment date. Importantly, infor-
mation flows between all interested parties 

are assisted by the fact that all lending and 
borrowing trades are identified by a specific 
message type which additionally gives DTCC 
a tool to monitor activity.” 

It’s a different world out there
Michael McAuley, senior managing direc-
tor, State Street Bank and Trust Company, 
highlighted that in global markets, there 
was no Reg T, and often record date and 
action date were the same. As such, it 
was harder in global markets to identify or 
even define possible abuses resulting from 

term investors. Blount asked Peter Friz, head 
of custodian services, RiskMetrics Group 
whether clients were ‘sufficiently interested’ 
in such occurrences. As Friz had pointed out 
earlier in the discussion, “when it comes to 
deciding whether to recall a security in order 
to vote, fiduciaries are operating with incom-
plete information in many global markets. 
Obviously if the negative effect of the votes 
of lent securities is significant or controver-
sial, certainly they care, but typically they 
simply do not know.” This presents fiduciary 
issues that Hu also accepted. “As a fiduciary 
is it my duty to vote shares to exercise corpo-
rate governance or to earn the fee for lend-
ing them?” Sometimes, as Friz identified, 
institutions give out conflicting signals in 
this regard; telling custodians to participate 
aggressively in lending to generate revenue, 
while at the same time instructing individual 
asset managers to be aggressive in defend-
ing rights through active voting of holdings.

SWIFT as a solution
There is no doubt that securities lending is 
growing in importance both to the markets 
as a whole and individual lending institu-
tions. Some large US pension funds now 
earn more than USD 100 million per annum. 
Ensuring that these revenues do not come at 
the cost of a lack of shareholder involvement 
is important. The opportunity for SWIFT to 
help in this process through development 
and deployment of new messages in sup-
port of the securities lending industry should 
not be underestimated or overlooked. 

‘short-selling’. Assessment of the value of 
voting rights and communicating informa-
tion about them was more difficult as well. 
While a ‘global Reg T’ might be a long way 
off, SWIFT is addressing the information 
flows by introducing new specific securities 
lending messages in 2010. “These will be 
a key tool in helping all parties identify the 
transactions and respond in a timely man-
ner,” according to Klubeck 

Hu highlighted a number of different situ-
ations in which apparent abuses had taken 
place to the potential disadvantage of long-

Bridging the information gap
Lending and corporate governance – reducing conflict through information

‘To compete or to collaborate – that is 
the question’ was the last of a series 

of dialogues held at the Standards Forum 
throughout the week. It brought together 
Dominic Hobson, editor in chief, Global 
Custodian and Gottfried Leibbrandt, head 
of markets, SWIFT. Hobson opened the 
discussion by asking whether, in hard times 
like these, the case for standards was 
stronger or weaker.  “Standards are prov-
ing their worth right now,” said Leibbrandt. 
Infrastructures are proving resilient in the 
turmoil, but, he warned, the larger crisis 
would lead to a rethinking of many of the 
processes that standards had been devel-
oped to support.

Why do standards need to be developed 
at all, Hobson asked. Why not leave it to 
market forces and natural selection? Both 
markets and organised standards bodies 
have a role to play, posited Leibbrandt. He 
described ISO 20022 as itself a change of 
philosophy. “We are digital immigrants; our 
children will be digital natives,” he said. 
Only they will be able to exploit the true po-
tential that the ISO 20022 standards proc-
ess promises. The benefits that standards 
bodies achieve for the greater good should 

not be underestimated, he suggested, citing 
the examples of GSM telephony and even 
metric measurements. Sometimes market 
forces can provide a solution while, at other 
times, shared standards initiatives are more 
appropriate, though these may well be 
informed by market imperatives.

The problem of legacy
An issue for such standards bodies, Hobson 
hazarded, was that standards initiatives did 
not begin in a vacuum. How did they con-
tend with the existence of legacy systems 
and processes? For Leibbrandt, this problem 
is most frequently encountered in the larger 
organisations where legacy is embedded. 
To be successful therefore, new standards 
have to be backwards compatible as far as 
possible. 

“Do you find regulators helpful to the proc-
ess of standardisation?” Hobson asked. 
Leibbrandt’s response was measured. “We 
would all welcome international account-
ing standards as a good thing,” he said, 
but added that regulators are not always 
intimately acquainted with the nuances of 
the situations they wish to regulate.

A clear solution emerged at Wednesday’s 
session on ‘How to break the FX bot-

tleneck’: outsource the problem. 

“If you want a client to do more trades, you 
have to offer solutions, which means you 
have to use a vendor offering multiple solu-
tions,” said Jonathan Wykes, head of AES 
FX sales for Europe at Credit Suisse.

The panel largely agreed on what had cre-
ated the mooted bottlenecks in the first 
place – the emergence of prime broker-
age and algorithmic trading. Traiana CEO 
Gil Mendelzis pointed out that, as ticket 
volumes have increased, amounts have de-
creased significantly, notably with increased 
interest in emerging market currencies. 

Changing economics
The impact has been to create what Men-
delzis identified as two types of bottle-
neck: the operational capacity of the bank 
and the cost per ticket. He and the other 
panelists acknowledged that the econom-
ics of FX trading have changed. “The back 
office is where you spend money. Execu-
tion is where you make it. Around 50% of 
the cost of the trade is in settlement,” said 
Wykes. “It’s always about market share. It 
used to be about how much you lost in the 
trade, not how much you spent on process-
ing.” 

In response to a question from moderator 
Sang Lee, managing partner of Aite Group, 
whether “something more radical” would 
be needed to deal with the bottlenecks, the 

panelists rejected the idea of an exchange 
model for FX. “Exchange models create a 
level playing field, and CLS might need to 
think about adopting a pre-netting model,” 
said Wykes, though he pointed out that the 
exchange model lends itself where there are 
vulnerabilities in the market. “It depends 
whether it’s a corrupt process or an inef-
ficient process,” he said. “If it’s inefficient, 
why go to an exchange model?” 

So far, according to CLS CEO Rob Close, the 
mooted bottlenecks had not held back the 
market – and he rejected Wykes’ sugges-
tion that CLS should offer netting. “Based 
on our conversations, players don’t want 
netting – they want aggregation. But if the 
industry ever wants to go to CCP, that’s a 
space CLS will be in,” he said. 

Why not leave it to 
the market?
The relative roles of shared initiatives and market forces in the 
creation of standards was among the issues raised in the Standards 
Forum’s last dialogue session

Volume versus value
Surging volumes don’t justify an exchange model for FX trades

“Players don’t want netting – they want aggregation. But if the 
industry ever wants to go to CCP, that’s a space CLS will be in.”

Rob Close, CLS

“We are digital immigrants; our children will be digital natives”
Gottfried Leibbrandt, head of markets, SWIFT

“When it comes to 
deciding whether to 
recall a security in order 
to vote, fiduciaries are 
operating with incomplete 
information in many global 
markets.”

Peter Friz, RiskMetrics Group
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Elephant in the room?
Blame for the current crisis was laid at 
several doors during the discussion: should 
regulators do more? Should banks stand-
ardise their pricing models? Should risk 
assessments be much more rigorous? 
Two members of the audience raised the 
question of whether the financial industry 
should be more self-critical. One member 
of the audience made this salient point, 
saying that the banking industry has 
transgressed basic banking rules and that 
human greed should take a major share of 
the blame for the current banking crisis. 
This received a round of applause from the 
audience, but it seems that the banking 
community would still prefer officially to 
see lack of regulation and guidance on 
pricing as the principle failing in the CDO 
market.

el a product’s price, they will still choose 
different lines on the pricing model. “What 
has gone wrong with the industry in the 
past 18 months is the failure to understand 
how vast the range of pricing can be,” he 
said.

Regulation & risk
Should the market for new financial instru-
ments be more closely regulated? And – 
more to the point – do the regulators have 
the tools, knowledge and clout to regulate 
the industry? The vast majority of the audi-
ence gave this question a red card, showing 

a worrying lack of confidence in financial 
regulators. While the industry clearly be-
lieves that regulators need new tools and 
credibility to tackle this issue, panelist Rob-
ert Wagstaff, vice president of sales, global 
corporate trust, CDO and SIV sales, Bank of 
New York Mellon, advocated a collaborative 
approach: “We need to get together with 
the regulators and work out what we’re 
going to do.”

According to Howe, banks need to take 
more control over their risks: “If hedging 
the risk is too expensive, you shouldn’t be 
buying that product.” She also supports 
conditional risk allocation and rules-based 
capital. She adds that any code of conduct 
for the structured products market must be 
developed independently for each bank, 
and not collaboratively.

Pricing
One member of the panel disagreed with 
the general sentiment of the audience. 
Donna Howe, managing director, UBS ar-
gued that financial products are fully tested 
before they are sold. “When you launch a 
new financial product, you have to demon-
strate its viability to many internal groups 
within the bank, such as risk operations,” 
she pointed out. However, she recognised 
that there was a grey area when it came to 
the pricing of structured products. “The gap 
in communication is in how and when you 
choose a price for new products, taking into 
account the variables. Part of the challenge 
is in setting rules on how to select prices.” 

One of the problems is that there is no 
standard way of pricing a structured 
product and every institution does it differ-
ently. Jeff Gooch, executive vice president 
at financial information services company 
Markit, explained that, even in a world 
where all institutions agree on how to mod-

Innovative financial instruments are still 
considered to be the glamorous end of 

the market. However, the panel discus-
sion on ‘New financial products – are we 
running before we can walk?’ set out to 
appraise the sector from a more sober 
viewpoint.

The discussion began with a question for 
the audience from moderator Philippe 
Carell, executive vice president, global head 
of business development at Thomson Reu-
ters. “Was the Collaterised Debt Obligations 
business running before it could walk? The 
reply from the audience was almost unani-
mous and the sea of green cards held up 
signalled that their answer was a definite 
‘yes’. Structured products have been singled 
out as the culprits of the current liquidity 
crisis and many in the industry believe that 
these products were widely marketed and 
sold before either the buyers or sellers had 
sufficient information on the level of risk 
associated with the underlying assets. 

CDOs on the rack
Structured investment products have been singled out as culprits of the current liquidity crisis

Despite a consensus on the need for en-
gagement with regulators, panelists were 
less clear what form this might take. In 
what he described as a twist on the judicial 
principle ‘Judges – if in doubt, rule in favour 
of the one you would judge’, Nava said: 
“Regulators – try the industry first.” He 
urged banks “not to leave regulators alone” 
to develop standards. “The industry needs 
to work with regulators at the European 
level and at several national levels.” 

Yet refusing to acknowledge the case, in 
principle, for global regulation would increase 
exposure to global risks. “If there isn’t coordi-
nation at the level of principles, if not detail, 
there’s the risk of a retreat into parochialism,” 
said Somes. “If the seeds of distress are sown 
in one part in the world, there’s no assurance 
that people elsewhere won’t reap the harvest.”

he said. “If they’re procedural, we should 
do our mega-best (as my kids would say) to 
get rid of them. When you move down to 
national level within the EU, the differences 
ought not to be there.” 

In any case, the European markets have so 
far failed to take advantage of opportuni-
ties for cross-border coordination. MiFID, 
said Michael Somes of Merrill Lynch, had 

given the industry the chance to assemble 
a central database aimed at the eventual 
development of a monitoring mechanism. 

Uniform means
On the prospects for industry influence on 
the trajectory of cross-border regulation, 
the panel agreed on the principle but not 
on the mechanism. Banks, said Cooper, had 
long exchanged and benchmarked informa-
tion “informally, but regularly”. Yet with 
the Financial Action Task Force (FATF), the 
private-sector dynamic had moved to the 
public-private arena. “It’s informed, but it 
isn’t easy to participate,” he said. “Some-
one has to set out what uniform means. 
You can see why regulation is parochial – 
because it has to move forwards.” 

Although unified regulation would reduce 
costs for the industry in theory, it could be in-
flexible and make a principles-based approach 
more difficult. Matthew Cooper, deputy head 
of the group money-laundering reporting 
team at UBS, acknowledged the operational 
benefits of uniformity. But he pointed out 
that there were many difficulties in formulat-
ing adequate regulation even for one market. 
As an example, he cited remedial ‘deep pock-
ets’ regulation in the US designed to include 
potential money launderers that had not been 
screened under existent rules. “Uniform regu-
lation would ensure we all screen against the 
same list in the same manner,” he said. 

“The case of sanctions is interesting be-
cause they represent a rules-based obli-
gation within a risk-based environment. 
There’s no question that all institutions 
share the same goals but there are no glo-
bal standards outside the United Nations. 

They’re driven by the specifics of the area in 
which you operate,” he said. 

Mario Nava, head of unit G2 for financial 
markets infrastructure at the European 
Commission, drew a distinction between 
uniformity based on agreed principles and 
that based on common processes. “If the 
differences are principled, you can engage 
in what in bureaucratese we call dialogue,” 

It’s probably desirable – but it isn’t immi-
nent. That was the conclusion of Thurs-

day’s panel on the prospects for increasing 
the level of cross-border regulatory co-
ordination. 

With the burden of reporting heightened 
by simultaneous trends of soaring volumes 
and product and market fragmentation, 
moderator Clifford Smout, associate partner 
with Deloitte & Touche, questioned whether 
regulatory uniformity was either possible or 
desirable. One potential barrier, he said, was 
multipurpose reporting regulations because 
the “regional dimension” could obstruct 
effective regulatory globalisation. 

Ubiquitous, not universal
Local regulation offers inadequate protection against global risks 

“What has gone wrong 
with the industry in the 
past 18 months is the 
failure to understand 
how vast the range of 
pricing can be.”

Jeff Gooch, Markit

“The gap in communication is in how and when you choose a 
price for new products, taking into account the variables. Part 
of the challenge is in setting rules on how to select prices.”

Donna Howe, UBS

“Uniform regulation would ensure we all screen against the 
same list in the same manner.”� Matthew Cooper, UBS

“When you move down to national level within the EU, the 
differences ought not to be there.” � Mario Nava, European Commission
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a long-term, positive, structural trend – that 
is upwards.”

The role of sovereign wealth funds and 
state-owned enterprise in Asia was pre-
dicted to be a significant factor in changing 
the fundamental way that markets operate 
– by 2020, one third of global trade could 
belong to Asia.

For India, Kidwai emphasised the role that 
the high level of skills in the country’s IT and 
business process outsourcing industries will 
play in its future growth. “Low cost tech-
nology through and into rural India and the 
financial sector will be critical,” she said.

She viewed the next wave of innovation in 
the country as the use of a mobile phone as 
a delivery platform for pulling people into 
the banking system. India has eight million 
mobile subscribers per month.

Peter Lighte, chairman, J.P.Morgan Chase 
Bank China, said that both “India and Chi-
na are ancient civilisations with the benefits 
of new starts.” He considered the relation-
ship between the city and the countryside in 
China as key in ensuring that industry and 
finance converge, thus facilitating growth.

Panelists were unanimous in endorsing the 
continuing rise of Asia. “In years to come, 
we’ll look back to 2008 as a time when the 
balance of economic and financial power 
shifted from west to east and I think that 
shift will continue for some considerable 
time to come,” said Lyons. Lighte sounded 
a note of caution, however. “Although I am 
optimistic about the future of Asia, don’t 
count the west out.”

the Asian markets – particularly in China 
– is common among the rest of world and 
that Western perceptions of the region are 
flawed. “The underlying Western assump-
tion is that Asian economies have low cost, 
low value goods,” he said. “This is manifest 
nonsense, Asian countries are quickly mov-
ing up the value curve.”

When considering the global financial crisis 
stemming from the West, panelists were in 
agreement that the Asian markets are bet-
ter insulated now, compared to the previous 
US recession in 2001. Speakers also believed 
that, owing to the crisis, Asian countries no 
longer feel the need to open up to the US 
and follow its lead.

Philippe Metoudi, member of the execu-
tive board, Clearstream and Deutsche Börse 
Group, estimated that around 70% of the 
world’s currency reserves rest in Asia, leaving 
it in a good position to stabilise the markets. 

Speaking from an Indian standpoint, Naina 
Lal Kidwai, group general manager for 
HSBC in India, highlighted the fact that only 
20% of GDP in the country is generated by 
exports.

Despite this, both Kidwai and Metoudi 
noted that Asia is not totally immune from 
the crisis. Thirty per cent of investment in 
the Indian market is foreign and Asia does 
have a significant exposure to sub-prime 
mortgages.

Upward trend
“A cyclical downturn in Asia is inevitable,” 
said Lyons. “But this needs to be viewed in 

warned that, “It depends on the policies 
and the infrastructure – in terms of educa-
tion, skills, and a business friendly environ-
ment.”

The first dilemma Asia needs to address, ac-
cording to Lyons, is its institutional frame-
work, which lacks independent policy institu-
tions and policy tools. As a result, there is 
a danger that the financial markets could 
underestimate the volatility of Asian markets.

Western fallacies
Conversely, Lyons argued that misjudge-
ment of the fast pace and large scale of 

Asia has long been touted to takeover 
the US as the next regional power-

house, but given the state of the world 
economy how likely is this? Thursday’s 
session, ‘The Asian Century – how will it 
change the global financial services indus-
try’, explored to what extent this could 
indeed be realised and the global implica-
tions of a shift in power.

Due to their massive populations, China 
and India have long had the biggest global 
economies, and therefore the most poten-
tial for growth. But session moderator Ger-
ard Lyons, chief economist and group head 
of global research for Standard Chartered 

“In years to come, 
we’ll look back 

to 2008 as a time 
when the balance of 

economic and financial 
power shifted from 

west to east.”
Gerard Lyons, Standard Chartered

As the global financial crisis deepened 
over the course of the week, discus-

sions at Sibos kept pace with the rapid pas-
sage of headline events as senior industry 
executives examined the risk implications 
for the banking industry. “Any pre-confer-
ence scripted questions and panel sessions 
were thrown away and the panelists were 
asked to talk about real ‘live’ issues,” says 
Rosie Halfhead, head of stakeholder rela-
tions at SWIFT. The pace and relevance to 
the market of this year’s conference are fac-
ets that she intends to bring to Sibos when 
it reconvenes in Hong Kong between 14-18 
September 2009.

Finger on the pulse
Key to the success of Sibos 2008 was the 
calibre of the moderators, says Halfhead. 
“They were all senior figures with in-depth 
knowledge of the industry,” she notes. 
“Professional moderators are here to stay.”

A flexible and adaptive approach is key 
and the conference agenda in Hong Kong 
will reflect the fact that it is in touch with 
the market. Features such as the Dialogue 
Zone – which asked delegates for ideas, 
comments and feedback, written up on 
an interactive wall – will also feature in 
Hong Kong. Sibos Labs will also return as 
the emphasis on audience participation in 

and around the sessions continues. This 
year delegates had more of a voice than 
ever before in the conference. “Sibos Labs 
were popular because they gave people the 
opportunity to collaborate. This highlighted 
a shift from Sibos being a place for net-
working, to a place where people can work 
together,” observes Halfhead.

Asia fusion
Next year’s conference, in the heart of Hong 
Kong, will provide content for a global audi-
ence – but with an Asian angle. “Delegates 
should expect to see more voices from 
Asia on stage and more Asian attendees,” 
says Halfhead. The agenda will be far from 
parochial, however, with sessions focusing 
on the region’s links with other parts of the 
world.” Another feature that was piloted 
this year was the simultaneous translation 
into eight languages at some of the key 
sessions. This may be expanded next year, 
possibly with panelists from China or Japan 
speaking in their native language, with 
simultaneous translation.

Sibos keeps it real
Flexibility and interactivity on a 
scale never seen before was key 
to the success of this year’s Sibos

Conference

A defining moment for Asia
Bright future predicted for Asia despite global adversity

“Any pre-conference scripted 
questions and panel sessions 
were thrown away.” 

Rosie Halfhead, SWIFT
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of regional sales, manager for south Asia, 
Bank of America, recalled growing up in a 
small village in India: “Everything we needed 
was within walking distance.” Indeed there 
is a growing trend in the West to return 
to sourcing produce locally. And yet, this 
highlights the inevitable conflict of interest 
between sustainability and saving the envi-
ronment on the one hand, and the financial 
drivers of corporate trade on the other.

Gaining traction?
Is it possible for green consciousness to gain 
traction in the face of the world’s current 
financial crisis? As economist Milton Fried-
man famously said: “The social responsibil-
ity of business is to increase its profits.” 
Others feel that ultimately sustainability is 
actually good for business. As Tony Blair 

once said: “The blunt truth about the 
politics of climate change is that no country 
will want to sacrifice its economy in order to 
meet this challenge but all economies know 
that the only sensible long-term way of de-
veloping is to do it on a sustainable basis.”

Significantly, SWIFT’s CFO, Francis Vanbever, 
was one of the most enthusiastic CSR sup-
porters in the discussion. It was agreed by 
everyone present that gaining traction for 
‘going green’ would require a critical mass 
of interest and a lot of cooperation. In this 
SWIFT was ideally placed to be its champion. 
With thousands of staff, and a global partner 
community, SWIFT could play a pivotal role – 
through swiftcommunity.net – in creating a 
collaborative environment for sharing ideas, 
knowledge and green initiatives.

Where to begin? As Bank of America’s Shankar 
put it: “The only way to change the world is 
to start with one small step at a time. At Sibos, 
for example, we have used recycled material 
on our stand.” For its part, SWIFT plans to 
gather up all the leftover giveaways from Sibos 
exhibitors and give them to charity. “You may 
only be one person,” says Shankar, “but when 
you shout, it can cause an avalanche.”

weren’t prepared to forego. Many envi-
sioned a paperless world, even predicting 
that the Fed might have stopped printing 
money by 2020! Some suggested that 
e-invoicing would be a thing of the past 
with digital signatures supplanted by retinal 
images and electronic communications 
replaced by telepathy! One of the most 
popular predictions – and perhaps one of 
the most prescient – was that today’s ethical 
green funds would be tomorrow’s blue chip 
stocks – some even forecast another crisis at 
Lehman Brothers, only this time from over-
extending their investments in ethical stocks.

As to the current meltdown, both in the fi-
nancial services industry and on the polar ice-
caps, no easy remedy came to mind. Perhaps 
the best that could be said was that all of the 
participants agreed banks would play a key 

role in promoting tomorrow’s green attitudes 
and alternatives to staff and customers. 

In fact, some banks have begun to offer 
customers the option of receiving 4% inter-
est and having the bank give the other 1% 
to a green cause. “You might be surprised 
how many customers are responding posi-
tively to this idea,” says Michael Swannell, 
executive manager of payments for Indue, 
an Australian payments solutions provider.

“The trick to changing behaviour,” says Hugh 
Cumberland, strategic business development 
manager for BT Global Services, “is to con-
vince people that they can save the environ-
ment and money at the same time.  Take 
data centres. At BT we have been convincing 
clients that they don’t need to run their cen-
tre at 15ºC, but can save money and energy 
by cooling their systems with fresh air.”   

One of the major issues during the discus-
sion was globalisation versus localisation 
and the fact that a globally diverse supply 
chain, while having developed to achieve 
economies of scale and leverage low-cost 
sourcing, has a major impact on climate 
change. T.S. Shankar, senior vice president 

services industry in 2020 and track progress 
in sustainability since 2008, the delegates 
reconvened to share their projections. 

Several saw Sibos in 2020 to be a virtual 
event with some 200,000 delegates taking 
part remotely. Others felt that the lack of 
face-to-face contact was something they 

At Thursday’s Sibos Lab, ‘Greening  
(y)our work world’, delegates gathered 

in an informal setting to brainstorm on the 
topic corporate social responsibility (CSR) 
and whether promoting a ‘green’ agenda 
is compatible with economic realities. Fol-
lowing a breakout session in which groups 
were encouraged to imagine the financial 

Sibos plants seed for a sustainable business plan
How relevant is the ‘green agenda’ and the promotion of CSR to modern corporations? Very it would seem, when it comes to promoting 
long-term business sustainability.

“At Sibos, for example, we have used recycled material  
on our stand.”

T.S. Shankar, Bank of America
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executive board, responsible for relationship 
management for Asia Pacific, Middle East 
and Africa, said: “This is a natural progres-
sion in our servicing of our Asia Pacific 
customer base and supporting their regional 
cross-border settlement needs.”

Meanwhile, Clearstream also became the 
first securities settlement system outside 
Japan to be legally recognised as an inter-
mediary by Japan’s authorities for corporate 
bonds and municipal bonds. This means 
that Clearstream’s customers are now fully 
protected under Japanese law for their 
bond holdings in Clearstream.

Clearstream announced Wednesday 
at Sibos that it is to offer a same-day 

operating environment for Asia Pacific 
customers throughout the regional working 
day. At the same time Clearstream will of-
fer same-day currency deadlines for major 
Asia Pacific currencies. This will reduce 
customers’ funding costs considerably. 
Previously, Asia Pacific customers had to 
pre-fund or finance their settlement opera-
tions, but they will now be able to treat 
these payments as they would euro or US 
dollar transfers. 

Philippe Metoudi, member of Clearstream’s 

solution will bring the optimal cooperation 
between Erste Group Bank and Citi.” 

Citi’s managing director and regional head 
of EMEA securities and funds services, An-
drew Gelb, said: “The opportunity to work 
with a bank as prestigious as Erste Group 
Bank is one that we are extremely pleased 
about. The appointment by Erste Group 
Bank underscores our commitment to pro-
vide our clients with innovative solutions.”

Erste Group Bank has chosen Citi to pro-
vide an execution and custody service for 

its custody, brokerage and clearing business 
in the US. Citi’s product offers Erste Group 
Bank services that include global equity 
market executions, algorithms, global and 
domestic markets clearing and settlement. 

According to Alexander Schleifer, head of 
custody and network management at Erste 
Group Bank, “Erste’s choice of Citi’s custody 

majority of communities such as Spain, the 
regulators have still to create and identify 
their transposition schedule. 

More than two thirds of respondents admit-
ted that they know only approximately when 
PSD will hit the local statute books. In the ma-
jority of cases the date in the responses was 
given as 1 November 2009 – the actual date 
when PSD comes into force internationally.

The research also revealed that it is not clear 
how consistency of the national legislation 
can be achieved across countries. “This is-
sue is especially crucial when the implemen-
tation process has a national perspective, as 
in the case of SEPA migration,” said Simon 
Bailey, director of payments, Logica.

A study of 22 banks across the EU and EEA 
has revealed that delays, confusion and 

national disparities in the implementation of 
the Payments Services Directive (PSD) could 
detrimentally affect the progress of SEPA. 

The study, conducted by Logica, the IT 
and business services company, and sup-
ported by the IBOS Association, questioned 
European banks on the implications of PSD 
transposition for European banks’ business 
and compliance planning programmes in 
payments and cash management.

The survey found that the timing and effect 
of national transposition is not clear across 
the EU and that national variations of PSD 
may even put SEPA into reverse. In the 

Clearstream reduces customer funding 
costs in Asia Pacific

Erste awards US brokerage, custody 
and clearing mandate to Citi

Delays, confusion and national 
disparities could reverse SEPA progress

“This is a natural 
progression in our servicing 
of our Asia Pacific customer 
base and supporting their 
regional cross-border 
settlement needs.”

Philippe Metoudi, Clearstream

Andrew Gelb, Citi� Alexander Schleifer, Erste Group Bank

CBI- CUSTOMER TO BUSINESS INTERACTION
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Secretary General Liliana Fratini Passi
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Piazza Del Gesù 49 - 00186 Roma
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SAVE THE DATE: Annual CBI Conference and International E-Invoice Forum 
Rome 26-27 November 2008. For more information www.acbi.it

NTHE CUSTOMER TO BUSINESS 
INTERACTION (CBI) CONSORTIUM:
THE INTERBANK CORPORATE BANKING SERVICE 
CLOSER TO THE STAKEHOLDERS NEEDS

The new Customer to Business Interaction (CBI)
Consortium, created on 20th of may 2008, ensures
an even more efficient management of Interbank
Corporate Banking service. This service allows com-
panies to connect easily, swiftly, and safely with the
banks where they hold current accounts, through a
single electronic connection. The creation of the
Consortium, which replaces the Interbank Corporate
Banking Association created by ABI in 2001 as a
new legal form, meets the need to modify the compa-
ny organization of the Association for the CBI. 
The Consortium, because of its simple and flexible
organization, was considered the most suitable legal
form for the specific activities performed by the CBI
for the 692 participating banks, and for the over 740
thousand Italian companies that are already using the
Interbank Corporate Banking service. The CBI
Consortium will be in charge of “maintenance and
up-dating activities, both in Italy and abroad, for the
technical infrastructure created to allow the members
of the Consortium to establish a direct connection
electronically with their clients, with a view to intero-
perability at the national and international level... in
the interest of the members of the Consortium and of
other parties, including Public Administration”. 
During the last years CBI has coordinated the “CBI 2
project”, which is aimed at developing and impro-
ving the range of services provided, implementing
technological and infrastructural adjustments, defining
further services to involve third parties and analysing
new services of international interest. Thanks to the
development of CBI 2, Italian banks have adapted
their online services to CBI stakeholders’ needs and to
current international trends. 
In fact, the new technological infrastructure allows
enterprises to communicate directly among themsel-

ves via CBI (end-to-end communications). 
In doing so, they support STP (Straight Through
Processing) and benefit from more integrated pay-
ment systems. The shaping of these services has been
remarkably impacted by strong pressures deriving
from the new trends within the SEPA (Single Euro
Payments Area) as well as the excitement, at interna-
tional level, of the definition of payment and docu-
ment management standards, particularly related to
the supply chain and the financial value chain. 
The CBI will make the new payment initiation facilities
available progressively following the same timeframe
of the EPC (European Payment Council) Roadmap.
Building on the structure of the information in the hea-
ding of electronic invoices and the expertise acquired
through the analysis of the national and international
environment and the regular attendance of internatio-
nal meetings organized by institutions and industry,
CBI has registered as a first mover the “Request for
Invoicing Financing standard” in the ISO 20022
Repository. 
In order to achieve the maximum alignment to interna-
tional issues of the banking sector, CBI, thanks to its
role of standardization body, takes part in several on
going international initiatives. In particular, a very stra-
tegic assembly is now represented by the Expert
Group on E-Invoicing created under the European
Commission, aimed at developing a common busi-
ness framework on a UE basis for e-invoices exchan-
ge. CBI has been chosen as a member of the Expert
Group as Italian delegate. Following this trend and
thanks to innovative remote payment services, CBI 2
can represent for many aspects an important referen-
ce model to follow in drafting an international stan-
dardization protocol.
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Do you?  
 
The largest organisations in the world rely on our solutions to save time and money.  
Visit us at Stand B524 or www.AccuitySolutions.com/Sibos2008 to �nd out how.
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All of the top 10 global banks use an Accuity solution.

Time off site

Instead of exploring the 
streets and parks of Vi-
enna, try an underground 
tour of its sewers, made 
famous by the 1949 fi lm 
‘The Third Man’ when 
police chased the main 
character through the 
sewers. Several tours are 
available from Stadtpark 
and Esperantopark.

On a similar theme, take 
a trip below ground to 

On the trail of Harry Lime

Exploring further afi eld

visit the Kapuzinergruft, the crypt beneath 
the Capuchin church in Tegetthoffstrasse 
2. It was established in 1618 by Empress 
Anna and was the last resting place of the 
Habsburgs’ for more than 350 years. There 
are 146 bodies in beautifully decorated sar-
cophagi and simple coffi ns, 12 of which are 
the bodies of emperors and 19 of empresses. 
Their hearts were not buried with the bodies 
but in silver containers in the crypt of the 
Augustin church at Augustinerstrasse 3. 
Their intestines were stored in copper urns 
in the catacombs of the Stephansdom (St 
Stephen’s Cathedral) in Stephansplatz. 

Eating out
Rivalda  
1014 Budapest, Szinhaz u. 5-9
 Tel: (36-1) 489-0236
This restaurant is in the Buda Castle district 
and serves a menu which changes com-
pletely three to four times a year. Try escar-
got baked in garlic and cheese, followed by 
rack of lamb on sautéed spinach with pine 
nut sauce and dried fruit couscous. While 
you dine, listen to the saxophonist who 
plays at the far end of the restaurant. 

Ezustponty
XII Nemethvolgy ut 96
The Buda Hills Tel: 1 319-1632
This establishment is a traditional Hungarian 
fi sh and game restaurant where you can sam-
ple various homemade dishes while listen-
ing to traditional music played on violin and 
guitar. A favourite dish is the carp soup with 
haslets, delicious when eaten with fresh hot 
peppers, toast and butter. Another dish to 
try is the Wels goulash, a rich fi sh dish served 
with galuska, paprika, sour cream and bacon. 

Magazin
Augustinergasse 13
Salzburg Tel: +43 662 841 5840
Enjoy a Michelin-starred menu in this Old 
Town restaurant. Try dishes such as crispy oc-
topus with chanterelles and leek ragout and 
sample a bottle from the extensive wine list.

Stiftskeller St. Peter
St Peter-Bezirk 1/4
Salzburg Tel: +43 662 841 2680
This restaurant claims to be the oldest in 
Central Europe. It was established in 803 and 
is located in St Peter’s monastery. You will 
be served typical Austrian dishes and others 
such as monastery stew and St Peter’s fi sh.

 Salzburg

Approximately three hours’ drive from Vienna 
is the beautiful city of Salzburg, Mozart’s 
birthplace and the site were the fi lming of the 
1964 fi lm ‘The Sound of Music’ took place 
in an area that is home to over 100 castles, 
palaces and churches. Salzburg Cathedral is 
probably the city’s most impressive building, 
with its huge dome. Inside is the font at which 
Wolfgang Amadeus Mozart was baptised. 

A traditional country fair will be held from 
19 to 24 September on the squares sur-
rounding Salzburg Cathedral. The fair is 
held in honour of the city’s patron saint, 
St. Rupert, and is extremely popular for 
its farmers’ market, carousels, ferris wheel 
and suburban theatre. You can also take 
the opportunity to learn a little about local 
customs and craftsmanship. 

The city is divided into two halves by the river 
Salzach. The left side of the river is the older 
part of town. Largely pedestrianised, it’s great 
for walking, window-shopping or exploring 
the narrow streets clustered with buildings 
from the Middle Ages, Romanesque, Baroque 
and Renaissance periods. The Mozart, Makart 
and Mulln footbridges and the  Nonntal and 
State bridges connect the older part of the 
city to the more modern area. 

If you fancy a theatre trip with a difference, 
try a performance at the Salzburg Mari-
onette Theatre. The auditorium seats 350 
people and you will enjoy a spectacle of 
opera, operetta and ballet performed on a 
small stage by even smaller ‘artistes’! You 
can fi nd the theatre at Schwarzstrasse 24, A 

2050 or telephone them on 662 87 24 06 
to fi nd out programme details.

Werfen Ice Cave
If you leave Salzburg and travel south on 
the motorway you will come to Werfen, a 
small mountain village where you fi nd and 
explore the world’s largest ice cave. The 
entry is 20 metres wide and spreads out to 
a domed height of eighteen metres. 

The cave’s temperature is approximately 
zero degrees, so even if the weather outside 
is warm you will need to be wrapped up 
inside! The cave stretches a total distance of 
42km, but only the fi rst kilometre is covered 
with unusual and beautiful ice layers and 
crystals. You can see more of the cave if you 
take a guided tour, when you will be given 
lamps and experience an altitude change of 
about 130 metres. 

Budapest

If you feel like travelling away from Vienna, 
why not take a trip to Hungary by boat, train 
or bus and soak up some history? The capi-
tal, Budapest, was once part of the Habsburg 
Empire and many of its landmarks have their 
origin in this period. The city is divided by the 
River Danube, with Buda (right bank) home 
to a medieval castle and historic castle quar-
ter. The modern city centre is in Pest. 

Have a stroll along the riverfront, across 
beautiful bridges, looking in antique book-
shops and jewellery shops or stop at one of 
several Turkish baths and relax for a while. 
As Budapest lies on the area separating the 
Buda Hills from the Great Plain, the result is 
more than 30,000 cubic metres of warm to 
scalding mineral water appearing as thermal 
springs, which give the city a plethora of 
baths and swimming pools. 

Gellert Hill stands 230m above the Danube 
River, and affords the best panorama of the 
city. The hill is named after an Italian bishop 

who became a martyr when he suffered 
an unusual death at the hands of pagans 
who rolled him down the side of the hill in 
a barrel. You can now see a huge statue of 
Gellert on the hill. 

Also on top of the hill is the Liberation 
Monument, built in 1947 allegedly to com-
memorate Budapest’s liberation from Nazi 
occupation. However, many people believe 
that Hungary’s wartime leader, Admiral Hor-
thy, planned the statue to pay tribute to his 
son who died in the war as a fi ghter pilot. 

If you fancy a walk, Margaret Island (Mar-
git-sziget) is a long, narrow island with little 
access for traffi c and is excellent for cycling. 
There is no shortage of snack bars, open-air 
restaurants and spaces for picnics. You can 
visit the sites of three ruins, a Dominican 
convent, a Franciscan church and a Pre-
monstratensian (from Augustinians) chapel, 
along with the Palatinus Strand open-air 
baths and an outdoor theatre. 

You could visit the City Park, starting at 
Heroes’ Square at the end of Andrassy ut, 
built in 1896 as part of Hungarian millennial 
celebrations. You will also see the Vajda-
hunyad Castle by the lake, now home to 
the Agricultural museum.

Did you know…?
Early settlements in Vienna date back to the late Stone Age 
(5000 BC). The Romans set up a garrison, Vindobona, in AD 
100, remains of which, including pottery and coins, can be 
seen in an underground museum at Hoher Markt 3. 


