


Big issue debate

Asia's middle class miracle

Intra-regional demand from Asia’s growing middle class will continue to fuel double-digit growth beyond the present economic crisis.
Dominic Barton, worldwide managing director, McKinsey & Company, spoke to Sibos Issues to offer his assessment of the economic
fundamentals that will underpin the ‘Asian century’.

How well equipped are Asia’s
markets to deal with the economic
downturn?

Asia is very well positioned to emerge from
the crisis in good shape for the future. In fact,
we believe that this crisis will reinforce the rise
of Asia, accelerating the longer-term proc-
ess that is already underway, for a number
of underlying reasons. First, the 1997-98
crisis led to a series of far-reaching finan-
cial reforms across Asia, which has helped
prepare the region for the current situation.
On the macroeconomic side, more flexible
exchange-rate policies, a stronger fiscal situ-
ation, deeper foreign exchange reserves and
a decreased reliance on short-term foreign
funding have made the Asian markets much
less vulnerable to disruption than they were
a decade ago. At the same time, we’ve seen
the banking system strengthen considerably,
consolidating and becoming more profitable.
Furthermore, financial regulators were quite
conservative in requiring strict liquidity and
leverage ratios, making the whole system
more stable as a result.

Second, all this is playing out against the
long-term structural growth of the region,
which will continue through the crisis and be-
yond. For example, we expect the region to
add 900 million members of the middle class
by 2015, driving local consumption and intra-
Asian trade. Taken together, these trends will
drive growing local demand for capital.

What will be the most telling signs
that Asia’s financial markets could
finally be ready to emerge from the
shadows to challenge the US and
Europe?

When we think about the growth of Asia’s
financial markets, it always comes back to
the fundamentals that are propelling the real
economy and the financial economy with it. In

il
particular, the enormous growth in the middle
class will drive increased local consumption,
particularly in China, India, and Indonesia. Sim-
ilarly, the demand for physical infrastructure,
for energy, for water, will be on an unprec-
edented scale. China, for example, will need
to build a new skyscraper every three hours
on average for the next 20 years. All of this will
require tremendous amounts of capital and
the financial markets to deliver that capital.

The growth in local demand will also re-
shape current trade patterns and capital
flows. Economies that have traditionally been
geared towards exports of both goods and
capital will start keeping more of both at
home. Intra-regional trade has been growing
16% per annum for the last decade, almost
twice as fast as trade with North America and
Europe, and we expect that to continue.

“Intra-regional
trade has been
growing 16%
per annum for
the last decade,
almost twice

as fast as trade
with North
America and
Europe.”

Dominic Barton, worldwide managing
director,
McKinsey & Company

What role can Asia play in aiding a
global recovery from the crisis, and
how much of an interest will they
have in doing this?

In the short term, Asian countries will con-
tinue to be focused on stimulating demand
to replace the decline in exports to Western
markets in recession. Again, this will reinforce
a trend already underway due to the growth
in consumption from an emerging middle
class and rapidly increasing infrastructure
needs. Governments around the region,
most notably China, are reinforcing this de-
mand with a variety of stimulus packages.

Asian demand (both private and public) will
play a role in spurring economic activity
around the world. This will help support the
global recovery, although it is still no replace-
ment for the US consumer.

Is it still important for Asia to find
synergies with the rest of the
world’s markets, or will they have
more of an interest in maintaining
Asian savings within the region?
Although protectionism is on the rise, |
believe that the economic ties that bind Asia
to the rest of the world will have to grow in
strength and importance. | can’t imagine a
world in which Australia doesn’t ship iron ore
to China, in which India doesn’t create soft-
ware for the rest of the world, and in which
Asia doesn’t manufacture for the United
States. Financial interdependency will always
follow those links, whether it's arranging trade
finance, jointly sponsoring capital expendi-
ture, or investing in vertical integration of the
global value chains in different industries.

As to the question of whether we are going
to see more Asian capital remaining in Asia,
| would say ‘yes’. Right now Asia, and par-
ticularly China and Japan, are significant net
capital exporters. This is driven more by dif-
ferent savings and consumption patterns in
Asia versus the rest of the world than by any
underlying difference in capital productiv-

ity — if anything, you would expect capital to
flow the other way. Given the huge number
of domestic consumers going into the mid-
dle class, and the massive infrastructure
requirements driven by urbanisation, there
will be greater need for capital within Asia.
Furthermore, as Asian champions grow
across borders and prepare to go global,
they will need even more capital. We believe
that between 10-20% of major domestic
funds’ portfolios will shift from outside Asia
to within Asia.

To learn more...

Big issue debate 2: the Asian century -
implications for the financial industry
Tuesday 15 September — 11:00-12:15

China’'s new horizons

China’s global economic ties have implications for its financial system.

hina’s economy continues to expand. In Q2

this year, its GDP grew by 7.9%, up from
6.1% the previous quarter. Several Sibos ses-
sions will look at the prospects for the country
going forward and what impact the projected
growth will have on the rest of the globe.

During the last few years, China has taken
strides to liberalise its financial markets,
which will affect both domestic and foreign
investors. “Due to the sheer size and scale
of China, a slight rule change could result in
a major flow of capital,” comments Simon
Jones, J.P. Morgan’s regional Treasury
Services executive — Asia Pacific.

“The rate of foreign involvement has been
growing, and compared to 20 years ago, there
are now myriad methods for foreign investors
to participate in China,” he adds. As a result,
Jones expects discussions at Sibos to look at
how China manages its monetary policy and
the different routes it has taken to gradually de-
regulate its markets and test out liberalisation.

Fellow panellist Peter Wong, executive
director, Hong Kong and mainland China,
HSBC, sees further significant change on
the horizon. “We are likely to see the finan-
cial markets in China continue to be opened
up,” he says. “For China’s domestic banks,
further opening will be beneficial as it will re-
sult in the introduction of new products and
practices as well as increased competition

“We are likely to see
the financial markets
in China continue to be
opened up.”

Peter Wong, executive director, Hong Kong and
mainland China, HSBC

— all of which can be a catalyst for further
improvement.”

One of the more significant recent develop-
ments has been the steps taken to interna-
tionalise the Chinese Yuan. “When the Yuan
becomes a regional trade settlement cur-
rency, it will help enterprises in China better
manage their foreign exchange exposure as
most trades in the region are usually settled in
US dollars,” says Stanley Chan, division head
of financial infrastructure, Hong Kong Mon-
etary Authority, “but the pilot scheme still has
a lot of restrictions and limitations and there is
room for further relaxation to take it forward.”

To learn more...

Outlook China: Insights for the financial
industry

Tuesday 15 September — 09:00-10:00

New horizons of Chinese Yuan in cross-
border clearing and settlement

Tuesday 15 September — 17:00-18:00

Japan takes a global view

Japan’s banks take their place at the top table.

Several of Japan’s manufacturing companies
are recognised and established around the
globe, particularly in the area of consumer
electronics — Sony, Panasonic and Nintendo
being particularly high-profile examples.
However, its financial institutions are less well
known globally, and Tokyo has lost out to
Hong Kong in recent years as more inter-
national financial institutions decide to base
their Asian operations in a finance hub with
stronger international credentials.

“There is a great amount of debate about
why Japan perhaps hasn’t taken on a
stronger leadership role in the marketplace,
and why transactions seem to be more easily
executed and innovative products more easily
introduced in markets outside Japan,” says
Michael Reuben, managing director and head
of global transaction services, Japan, at Citi.

Playing catch-up

While Japan’s financial institutions have

been successful at servicing their corporate
customers on a world-wide basis, Reuben
argues this is not true global expansion. “The
basic difference is that the banks’ raison
d’étre in those markets is to support the
Japanese corporate entities.

However, there are signs of change. For
example, Nomura thrust itself onto the inter-
national stage when it bought the European

“Japanese institutions
will continue to ... bring
their local expertise to
the global stage.”

Michael Reuben, head of global transaction services,
Japan, Citi

and Asian businesses of failed US invest-
ment bank Lehman Brothers in Septem-
ber 2008. In less than a year, the firm has
succeeded in rebuilding Lehman'’s trading
operations, and was reportedly the most ac-
tive broker on the London Stock Exchange
by traded value in July.

Meanwhile, in October 2008, the Mitsubishi
UFJ Financial Group picked up a 21% in

US investment bank Morgan Stanley, and in
June the two banks announced they were
deepening their strategic alliance and setting
up a loan marketing joint venture.

“| believe more Japanese institutions across
different business sectors will continue to
look outward and bring their local expertise
to the global stage, which is a very positive
move,” says Reuben.

To learn more...

Outlook Japan: Unveiling the aspirations
of Japan Inc.
Wednesday 16 September — 09:00-10:00
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ASEAN momentum gathers

Obstacles to integrated equity and bond markets are being overcome.

Europe has made great strides in harmo-
nising its financial markets with initiatives
such as the Single Euro Payments Area
(SEPA) and the Markets in Financial Instru-
ments Directive. At this year’s Sibos, one
panel will consider the challenges that face
the Association of South East Asian Nations
(ASEAN) as its plans to establish more coor-
dinated financial markets accelerate.

With no supranational body like the Eu-
ropean Commission to drive such initia-
tives, the primary task is to maintain the
necessary political will across the ASEAN
countries — Brunei, Burma, Cambodia,
Indonesia, Laos, Malaysia, the Philippines,
Singapore, Thailand and Vietnam — while
also leveraging continued support from
Asian regional heavyweights China, Japan
and South Korea (collectively known as
ASEAN+3).

“The fact that there is no single currency,
central bank or harmonised regulatory
framework for Asia will not be easily over-
come,” notes Philippe Metoudi, member of
the executive board, head of relationship
management, Asia-Pacific/Middle East/
Africa, Clearstream. “Building a common
infrastructure in Europe has been an ongoing
process for more than 50 years.”

The benefits of harmonised infrastructure
are clear. The Asian Bond Markets Initia-
tive (ABMI) is expected to provide a level
of liquidity that will convince Asia’s cor-
porate issuers to raise more capital from
within the region, while a common equity
platform — the ASEAN Board — has been
devised to increase the competitiveness
of ASEAN members’ equity markets with
the aim of attracting more international
investors.

Lessons learned

Although the ASEAN nations face markedly
different challenges to Europe, lessons can
still be learned from the Western experience.

“ASEAN countries will not have to reinvent
the wheel to move forward with their plans,”
comments Alec Nacamuli, global payments
executive, financial services sector, IBM
and moderator of the session. “It is entirely
possible to adopt the SEPA schemes and
standards to conduct payments across the
region. Even though there is no single cur-
rency in Asia, it is still possible to harmonise
in areas such as market rules, practices,
schemes and standards.”

Trying to thrash out the rules for ASEAN
integration will be where bodies like SWIFT
will be crucial, particularly in areas such as
standards and best practice.

The difficulties of standardising financial
technologies and infrastructures across the
region are expected to be a big talking point,
during the Sibos session and beyond. Al-
though the ASEAN countries will embark on
the route to closer integration from diverse
starting points, the drive toward single mar-
ket initiatives could enable many to comply
with international standards.

“A pan-Asia network solution would have

to be a technical adaptation of a common
market, different than the European common
currency, as it is not focused on support-

ing a common currency, but a common rule
book which defines the rules of engage-
ment and exchange of information,” says
Linda McLaughlin-Moore, managing director,
Asia Pacific product and delivery executive,
J.P. Morgan Treasury Services. “Emerging
markets, which make up the majority the

“The fact that there

is no single currency,
central bank or
harmonised regulatory
framework for Asia "
will not be easily
overcome.”

Philippe Metoudi, member of the executive board,
Clearstream
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ASEAN region, don’t have legacy systems to
dismantle so they can enter the technology
space quicker. As a result, they will benefit
from the latest thinking, technology and the
growing talent in the region.”

The ABMI proposal is currently being con-
sidered by a Group of Experts (GoE), which
comprises representatives from ASEAN
countries and seven international and region-
al experts, including from the private sector.

“The plans are academically sound, but the
reality is not so simple,” says Minoru Yosh-
ida, general manager of global transaction
coordination division of Mizuho Corporate
Bank, and member of the GoE. With the
main barriers to cross-border transactions in
ASEAN +3 bond markets already identified,

£

the GoE is conducting a feasibility study into
the appropriate central securities depository
structure. “When | first joined the initiative,
the plan seemed almost unachievable, but
since then we have had many productive
discussions and seen positive progression,”
says Yoshida. “This in turn should lead to a
huge increase in transaction volume, which
should also be an interest to non-Asian
financial institutions.”

To learn more...

Time for Asia to save itself?
Tuesday 15 September —14:00-15:00

ASEAN integration: Skipping the hard
part?

Thursday 17 September — 09:00-10:00

Strength in diversity

Central Asia looks for trading opportunities.

ften referred to as a single region,

Central Asia should not be taken as a
whole in terms of economic development,
prospects or politics, according to Alexander
Picker, CEO of Kazakhstani bank ATFBank.
“The economies of the central Asian coun-
tries are all different, as are the challenges
facing them,” he says.

The short-term prospects for growth in the
five core countries of central Asia — the former
Soviet republics of Kazakhstan, Kyrgyzstan,
Tajikistan, Turkmenistan and Uzbekistan — are
largely influenced by the extent of their partici-
pation in the global economy, and thus the im-
pact of the global financial crisis. For example,
Kyrgyzstan was relatively insulated from the
crisis, according to Picker, while Kazakhstan
was hit more heavily. Until recently, Kazakhstan
had benefited from significant levels of foreign
investment in its real estate market. “That flow
has now stopped,” says Picker.

Nevertheless, a recovery in Kazakhstan’s
economic prospects could be swift. “In
growth terms, Kazakhstan might easily come
out of the trauma next year,” says Picker. “Its
home grown problem — the real-estate mar-
ket — is looking better now. Kyrgyzstan was
not that heavily affected, but after successful
elections this year they may also shake off
any effects of the crisis next year.”

Removing trade barriers

A major factor in the ability of Central Asian
economies to shake off the impact of the
global financial crisis is the continuing efforts
to remove barriers to international trade. For
the time being, a number of regulations and

“The
economies
of the
central Asian
countries are
all different,
as are the
challenges

controls are in place
that place limits on facing

the ability of domes-
tic firms to trade
with international
companies.

them.”

Alexander Picker, CEO,
ATFBank

For example, Kazakhstan’s new anti-money-
laundering laws can block the transfer of
funds out of the country for long periods of
time, according to Picker, and he contends
that the country’s currency, the tenge, is not
readily convertible.

But banks such as ATFBank are working with
local clients to ensure that such administra-
tive difficulties do not create insurmountable
barriers to international trade. “You have to
prove that you imported something in order to
export the money, but this is more of a formal-
ity that we have to cope with in the bank on
an everyday basis. There are not many restric-
tions on international payments,” says Picker.

To learn more...

Central Asia: Ready for expansion?
Tuesday 15 September — 16:00-17:00

J

Overtaking Be

INg?

India’s growing middle class is presenting opportunities.

|n 2003, Goldman Sachs released ‘Dream-
ing with BRICs: The Path to 20507, in
which it predicted that the economies of
Brazil, Russia, India and China would be-
come dominant forces in the global econo-
my by 2050.

Were Goldman Sachs’ estimates justified?
Monday’s Sibos session on India aims to
find out if this particular BRIC is surpassing
its peers.

India is the fifth-largest economy in the
world by estimated 2008 gross domestic
product, ahead of Russia (eighth) and Brazil
(tenth), but trailing China (third). China’s
estimated 2008 GDP of $7.8 trillion dwarfs
India’s $3.3 trillion.

Retail investors surge

Nevertheless, India’s middle class is ex-
panding rapidly, which bodes well for the
country’s securities and funds industries.
In a recent report on the future of Indian
exchange-traded securities, Celent said
the number of retail equity investors had
grown to 15 million in 2009 from 5.5 million
in 2008. The research and consulting firm
estimated that the number could reach 25
million by 2012.

“India’s middle class

is expanding rapidly,
which bodes well for the
country’s securities and
funds industries.”

But a note of caution should be sounded.
Activity in India’s retail accounts dipped
significantly as markets dipped in reac-

tion to the global financial crisis. While the
number of active accounts has increased in
step with a recovery in the equity markets,
Celent suggests current industry consensus
estimates of between 25 and 30 million
retail investors are too high.

Although foreign institutional investors
are a major force behind India’s equities
market, retail investors’ influence is also
substantial. According to Celent, retail
investor participation in India’s derivatives
market is one of the reasons why index
futures and options continue to dominate
the National Stock Exchange’s (NSE)
equity derivatives portfolio. The firm said
that retail investors, which accounted for
53% of NSE’s turnover in May 2009, find
it easier to use index futures and options
than other derivatives.

Increased retail participation in India’s capi-
tal markets — and the ability of exchanges
and intermediaries to facilitate their rap-
idly evolving investment requirements — is
one of a number of healthy economic and
financial indicators signifying the country’s
transformation. Whether this growth sug-
gests India is now outstripping its rivals is
open to debate.

To learn more...

Outlook India: Is it leaving the other
BRICs behind?
Monday 14 September — 11:00-12:00
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AGRICULTURAL BANK OF CHINA

AGRICULTURAL BANK OF CHINA (ABC) is one of the leading financial players with
the largest network across China and a broad range of international capabilities. We
deliver a comprehensive range of solutions you need and provide you with a distinct
advantage as a gateway between China and the world.

Head Office: No. 69, Jianguomen Nei Avenue, Dongcheng District, Beijing, PR.China
Email: info@abchina.com

Web: www.abchina.com

Stand No. 1C04




GLOBAL TRANSACTION BANKING

—

How can | process my international
payments more efficiently?

Take advantage of Deutsche Bank's global
network to optimize your processing.

db transaction solutions.
Reduce your costs, improve your efficiencies, increase your business opportunities.

Contact us for more information:

gtb.marketing@db.com
www.db.com/gtb

A Passion to Perform. Deutsche Bank

For more information: www.db.com. This advertisement has been approved and/or communicated by Deutsche Bank Group and appears as a matter of record only. The services described in this advertisement are provided by Deutsche
Bank AG or by its subsidiaries and/or affiliates in accordance with appropriate local legislation and regulation. Deutsche Bank operations in Dubai are regulated by the Dubai Financial Services Authority from the Dubai International
Financial Centre. Any financial services or products offered by Deutsche Bank from the centre are only available to clients who satisfy the regulatory criteria to be a professional client, set out in the Authority’s rules and this
communication is directed only at such persons. All rights reserved. Copyright © 2009 Deutsche Bank AG.
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www.sibos2009.com

What's new in 2009

More SibosLabs

Siboslabs are collaborative workshops to share ideas and experiences
and to find tangible solutions for specific issues related to our industry.
SiboslLabs are a new way to network and collaborate at Sibos.

Topics covered:

M Greening Sibos: Target Amsterdam 2010
l Coexistence: A community challenge

B SWIFT 2015

B Simulation 2020

M Innotribe

Asia focus

Simultaneous translation of many sessions in/from Japanese and Mandarin.

This year the conference features an in-depth look at the host region of
Asia Pacific. Experts from across the region will share their perspectives
on how the financial industry can succeed in Asia today.

Sibos China day on Tuesday 15 September

Workers’ Remittances business day on Wednesday
16 September

Exporta@Sibos

This is a joint collaboration between the Exporta Group, publishers of Global
Trade Review and EMEA Finance magazines, and SWIFT. It is a unique event
on Thursday 17 September, which consists of four panel debates focusing
on the biggest challenges faced by the trade services industry today.

Innotribe

SWIFT’s innovation team brings you Innotribe at Sibos, a stream focused
on innovation in technology and financial services. Innotribe will offer a rich
programme of presentations, face-to-face discussions, SibosLabs, and
special challenges. You might be the winner of the Sibos 2009 Innovation
award announced at the closing plenary on Thursday afternoon.

Don’t miss the closing session that will reflect on the week and will
feature Guy Kawasaki, founding partner and entrepreneur-in-residence,
Garage Technology Ventures.

IPF & OLPC

Sibos welcomes the International Polar Foundation and One Laptop per
Child (OLPC). Both organisations will be present in the exhibition area on
level 3. Stop by to engage in a conversation with the International Polar
Foundation on how to reduce your carbon footprint. Get the latest news
from OLPC on the deployment of their project.

More sessions brought to you by the community,
including the World Bank, ECB, EBA, McKinsey
and Company and many more

For reqular, bite-sized updates about Sibos,
follow us on Twitter (www.twitter.com/Sibos)

Visit the Sibos community on swiftcommunity.net to join the dialogue
around this year’s event. Visit the blog for regular updates from the
SWIFT team responsible for bringing you Sibos and for your opportunity
to comment. The online forums host debate about the various
conference streams, the exhibition, the SWIFT stand, and networking
events. You'll also find discussion threads devoted to sharing information
about Hong Kong and much more.

Sibos media partners

Sliblo’s

THE ASIAN BANKER"

STRATEGIC BUSINESS INTELLIGENCE FOR THE FINANCIAL SERVICES COMMUNITY

The Asian Banker is dedicated to providing incisive and
up-to-date information, data, benchmarks and analysis
on strategic areas in the financial services industry. It
provides a comprehensive range of banking intelligence-
related services, which includes The Banking Academy
(www.thebankingacademy.com), The Banking Con-
versation (www.thebankingconversation.com), Asian
Banker Research (www.asianbankerresearch.com) and
The Investor Audit Service (www.investoraudit.com).

honieey

Banking Technology is the preferred source on informa-
tion and analysis for senior professionals working in the
[T and technology side of the banking and financial serv-
ices sectors. It encompasses a full range of multimedia
services. For the past 15 years, the Banking Technology
team has also produced Sibos Daily News.

Bloomberg

TELEVISION

The Source

Bloomberg Television combines Bloomberg’s global
resources with comprehensive 24-hour, real-time cover-
age of all of the important business and markets around
the world and across the Asia-Pacific region. It has more
than 2,500 reporters and editors in 150 news bureaus,
including an unmatched 16 bureaus in Asia Pacific.

FT

FINANCIAL

TIMES

Providing extensive news, comment and analysis, The
Financial Times is printed at 23 print sites across the
globe, has a daily circulation of 411,988 and a reader-
ship of 1.3 million people worldwide. FT.com is the
definitive home for business intelligence on the web,
attracting 11.4 million unique users.

Thexira

Finextra is the leading independent newswire and
information source for the worldwide financial technol-
ogy community. It covers all significant technology news
in wholesale and retail banking, the capital markets and
insurance. Finextra@Sibos is a purpose-built information
resource for Sibos 2009 in Hong Kong, integrated into
the MySibos home page.

MesttheBoss

Power up with MeettheBoss.com, the business-
networking tool for financial services executives from
Fortune 500 companies to SMEs, C-level executives
can connect with each other quickly and securely to get
the immediate answers they need. It offers free video
conferencing, IM, Email and up to the minute news,
views, blogs, tweets and video presentations.

South China Morning Post

The South China Morning Post is Hong Kong’s premier
English language newspaper and has the city’s most
affluent and influential readership. Its online platform,
scmp.com, reaches a global audience of China watch-
ers with daily breaking news, multimedia articles and
interactive forums.

siiblo

AsiaRisk

Asia Risk

gt

gt news

1

HONG KONG ECONOMIC JOURNAL

An Association for
Financial Professionals®
Company

Hong Kong Economic Journal (HKEJ)

PA

Investment & Pensions Asia

TRADESEORFAITING

Review

Trade & Forfaiting Review

wall street /etter
Wall Street Letter

THE WALL STREET JOURNAL.

PRINT O ONLINE®MOBILE

The Wall Street Journal Asia

treasurytoday

I Wb poitrode ol brainny FHcrTUESen

treasury today

(ANETRADE

CASH & TRADE
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Week at a glance

SWIFT
auditorium*

Conf. Conf.

8:00
8:45
9:00

9:30

9:45

10:00
10:30

11:00

11:30

12:00
12:30

13:00

13:30

14:00
14:30

15:00

15:30

16:00
16:30

17:00
17:30
18:00

18.30
Key

- Sessions brought by Sibos

Monday 14 September

Conf. $222-223 S$224-225

Room 1 Room2 Room3

Registration and exhibition opens

Lunch

Networking cocktails

Forums at Sibos

Securities Market
Infrastructures Forum
Monday 14 September,
09:00 - 10:45

In the turmoail created by the global
financial crisis, the critical role played
by securities market infrastructures in
supporting the trading, clearing and
settlement requirements of financial
institutions has been in the spotlight.
The Securities Market Infrastructure
Forum at Sibos is the venue at which to
debate the important questions and to
formulate responses to help securities
market infrastructures maintain and
increase their value.

Sibos Forum for Corporates

§226-227 Sibos

- Sessions brought by the community

Tuesday 15 September and
Wednesday 16 September

This two-day forum is dedicated to
SWIFT for Corporates and designed for
treasury and cash management profes-
sionals from corporations and banks.

It is a unique opportunity to network,
learn about new opportunities to op-
timise cash and liquidity management
and derive the most from your treasury
operations.

SWIFT
auditorium*

Conf.
Lab

Innotribe
Opening
Plenary

Innotribe
Sbos
Lab - 1st
session

Standards Forum:
Where business and
standardisation meet

Room 1

- Sessions brought to you by SWIFT

Throughout the week

Now in its sixth year, the Standards
Forum in Hong Kong will be open
throughout Sibos week. The Standards
Forum is hosted on a dedicated stand
on the Sibos exhibition floor, where a
networking lounge area with ongoing
refreshments is available for informal
meetings, alongside an open theatre
where structured dialogue will take
place. The forum will yet again be the
centre of expertise on standards for
the benefit of all who attend Sibos:
business people, decision makers and
standardisers alike.

Conf.
Room 2

Conf.
Room 3

Lunch

Trade at Sibos

$222-223

Sibos Labs and Innotribe

Throughout the week

In addition to the specific trade events
in the main conference programme and
other sessions that reference trade,
there are additional trade-related activi-
ties including a new joint collaboration
with Exporta: a dedicated set of trade-
related debates.

Exporta @ Sibos is a joint collaboration
between the Exporta Group, publish-
ers of Global Trade Review and EMEA
Finance magazines, and SWIFT. The
event will consist of a series of four
panel debates, focusing on the biggest
challenges faced by the trade services
industry and addressing head on the key
issues arising from the economic down-
turn and ongoing liquidity meltdown.

Tuesday 15 September

$§224-225  $226-227 Sibos Lab

Sibos Lab:
The evolving
role of the
chairperson
(by invitation
only)

Innotribe
face to
face: The
economics
of the cloud

Sibos Lab:
SWIFT 2015

Sibos Lab:
Greening
Sibos:
Target
Amsterdam
2010

* simultaneous translation

For detailed information on
all the forum programmes,
see your interactive Sibos
conference programme

or visit www.swift.com. To
take part in the dialogue
ahead of Sibos, go to
www.swiftcommunity.net
and make your voice heard.
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Week at a glance

Wednesday 16 September
SWIFT Conf. Conf. Conf. $222-223 S224-225 S$226-227 Sibos Lab SWIFT Conf. Conf S$222-223 S224- S$226- Sibos Lab S222-223
audit- Room 1 Room 2 Room 3 auditorium* Room 1 Room 3 225 227
orium*

Exhibition opens

Simulation

2020:
Innotribe Walk in the
Mash-ups shoes of
Keynotes your future
customers
10:00
10:30
Innotribe 11:00
Closing
plenary
w
c
3 .
S 11:30

Exhibition 12:00
closes
12:30

13:00

Innotribe
Face to face:
Future of
banking
13:30
14:00
14:30
Sibos Lab:
SWIFT 2015
15:00
15:30
16:00
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Week at a glance

Participant information

The exhibition

The dynamic, business-focused Sibos exhibition
provides a wealth of opportunities to network,
make essential business connections and collabo-
ratively discuss future requirements and solutions.
This years’ exhibition is the biggest in Asia Pacific
ever with over 155 application and middleware
vendors, systems integrators, financial institutions,
consultants and central clearing systems from
around the world. With over 90% of all partici-
pants visiting the Sibos exhibition at some point
during the week, there is a strong link between the
conference and the exhibition.

Visit www.Sibos2009.com

Publications display area

A range of publications is available, free of charge,
to Sibos participants in the publications display
area located at level 1 front Hall 1E.

Registration

As every year, we are taking initiatives to make Sibos
a safe and secure environment for all of us and at
the same time a smooth and pleasant experience.
This year, if you are pre-registered, you can collect
your badge in the following Sibos official hotels:

Sheraton Hotel & Towers — CP and Kowloon side
Conrad — Hong Kong Island — Pacific Place
Excelsior — Hong Kong Island — Causeway Bay

Saturday 12 September —  12:00-22:00
Sunday 13 September — 10:00-22:00

When you arrive at the Sibos venue, go to the
Fast Track counters to activate your badge.
Although you will be able to register and pick-up
your badge as from Sunday 13 September, the
exhibition floor will only be accessible as of Mon-
day morning.

To avoid long queues on Monday morning, we
strongly recommend that you collect your badge
in the hotels during the weekend.

Day pass purchase will be possible as from Sun-
day 13 September at 09:00.

Fast Track entrance

If your Sibos badge was pre-mailed, or if you
picked up it in one of the hotels, all you need to
do is present it at the Fast Track, let our regis-
tration crew activate it, and receive your badge
holder and official Sibos bag.

Hotel changes

Any hotel changes prior to arrival in Hong Kong
must be communicated to siboshotels@delegate.
com. On-site you can contact the Sibos hotel
desk in the registration area.

Transfers

From Hong Kong International Airport to the of-
ficial Sibos hotels on Saturday 12 September and
Sunday 13 from 05:30-00:00. Departures every 30
minutes from Coach bay area opposite Car Park 4.

From Admiralty MTR station to the Hong Kong
Convention and Exhibition Centre from Monday to
Friday, continuous service from 7:30-10:00/depar-
ture every 5 minutes. Return from 17:00-18:30.
Departure every 5 minutes.

Roundltrip transfers between all official Sibos
hotels and the Hong Kong Convention and Exhibi-
tion Centre from Monday to Friday from 7:30-
10:00/departure every 15 minutes. Return from
17:00-18:30 departure every 15 minutes.

From all official Sibos hotels and the Hong Kong
Convention and Exhibition Centre to Hong Kong
International Airport on Friday 18 September (from
pickup/dropoff points).

More detailed information about transportation
can be found in the transportation booklet in the
Sibos bag onsite and on swift.com.

Venue

Hong Kong Convention and Exhibition Centre
1 Expo Drive, Wanchai, Hong Kong

Tel: +852 2582 8888

Fax: +852 2131 7106
Email:hkcecepc@hkcec.com

Website: http://www.hkcec.com/

Internet

To access the internet though one of the
mySibos stations, you will need your mySibos
login and password. On site there will be a
mySibos helpdesk (see above). There will also be
complimentary wireless connectivity.

Sibos lounges
Enjoy networking and business meetings in the
Sibos lounges on level 1 and 2.

mySibos

What is mySibos?

mySibos is a networking tool that helps you
arrange your Sibos week: plan your conference
session attendance, exhibition stand visits,

and more importantly network with other Sibos
participants.

What are the advantages of using
mySibos?

mySibos makes it possible to start networking
before Sibos. You can search for details of contacts
by name, country, institution, business focus and
responsibility. You can exchange emails before

and during Sibos. You can set up your own ses-
sion itinerary in line with your interests and area of
responsibility.

What useful information can I find
in mySibos?

mySibos allows you to consult the conference
programme with detailed session and speaker
information, plan your visit to the exhibition with
an interactive floor plan and search for stands
by name and number. Swiftcommunity.net and
latest exhibition news (provided by Finextra) are
integrated into mySibos.

By regularly checking mySibos, you will always
have up-to- date information about the latest
deals and products. And for ‘after hours’ there
is plenty of information about what is happening
in Hong Kong (weather, dining, arts, etc.).

Who do | contact if | need log-on
details for mySibos?

Shortly after receiving attendance confirmation,
you will have received an email with a log-in and
password. There is a password retrieval function
on the landing page of mySibos, should you have
forgotten your password. You can send your
specific question to: support@mysibos.com.

Helpdesk
The mySibos helpdesk is located at level one in
front of Hall 1B. Visit the helpdesk to reset your

password and for general assistance.

Sibos opening hours

Sunday

09:00-18:00 ....... Registration open

Monday

08:00 ...covvveeiinen, Registration and doors open

09:00-18:00 ....... Exhibition and conference open
17:30-19:00........ Networking cocktails in the
exhibition area

Tuesday

08:00 ...ccvvveeinen. Registration and doors open
09:00-18:00 ....... Exhibition and conference open
Wednesday

08:00 ...ccvveeiiinn, Registration and doors open
09:00-18:00 ....... Exhibition and conference open
Thursday

08:00 ...ovveiiinn, Registration and doors open
09:00-18:00 Exhibition and conference open
Friday

08:00 ...cvvveeiinn Registration and doors open

09:00-12:00 ....... Exhibition open
11:00-13:00 ....... Farewell brunch

Smoking
Smoking is not permitted anywhere in the Hong
Kong Convention centre.

Dress Code
Monday—Thursday: Business attire.
Friday — smart casual

Luggage storage

There will be no storage at the centre for secu-
rity reasons. However, on Friday, there will be a
nearby storage facility. Further details will be avail-
able from the information desk on-site.

Sibos registration area services

Restaurant and tour bookings

During Sibos week, Hong Kong Office Tourism Board
will facilitate group restaurant reservations. They will
also arrange tours. If you would like to book a tour

or restaurant please contact the Hong Kong Office
Tourism Board counter at the registration desk.

Information desks

The three information desks are situated on level
1, level 3 and in the foyer of upper level 1 (confer-
ence rooms).

Banking services

An ATM machine and banking facilities are located
near the Harbour drive entrance of the HKCEC.

Business centre & courier service
Express courier service (TNT) is available from
Wednesday to Friday in the exhibition manage-
ment offices on level 1.

Coffee breaks

Refreshments will be served during coffee breaks
it the exhibition halls and the foyer area on upper-
levell (conference rooms).

Lunches

This year we have two main restaurants: a self-
service buffet restaurant on level 1 and a served
restaurant on level 3.

Lunch hours:
Monday to Thursday: 11:30-14:00
Friday: 11:00-13:00 farewell buffet brunch

The Sibos restaurants are open to participants
who have opted in for lunch (included in the regis-
tration fee). Participants who did not take the lunch
offer—an asterisk (*) is shown on the badge — may
access the restaurant with lunch vouchers pur-
chased at the registration desk (EUR 60 per day).
The number of lunch vouchers per day may be
limited by the capacity of the restaurants. Within
the HKCEC there are numerous paying restaurants
open to the public and to Sibos participants.

Security

We have made significant investment is provid-
ing extensive security for all Sibos participants.
Badges will carry your photograph, which will be
taken when you register at the hotels on site.

You will need to bring a picture ID in the form of a
government-issued document (passport, ID card,
driving license etc.) to collect your badge. You should
carry your picture ID and Sibos badge with you at all
times. Each time you enter Sibos, you will need to go
through the airport-style, magnetic scanning devices.
We recommend that you allow extra time when plan-
ning to attend meetings, conference sessions or visit
the exhibition as there may be short delays.

On Monday morning, after passing through security,
all participants in possession of their badge should
go to the Fast Track counters to activate their badge
and to receive a badge holder and Sibos bag.

RFID
Type of RFID technology used

RFID (radio-frequency identification) is an identifi-
cation method relying on the tracking of a device
embedded in a card. There are various types of
RFID technologies. Some allow tracking of an
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individual’'s whereabouts within a certain perimeter
(this technology is not used at Sibos); others only
detect passages through a proximity reader.

The technology that SWIFT uses at Sibos only
detects your passage through a Sibos checkpoint.
The RFID tag is embedded in your Sibos access
badge. The RFID tag merely contains a unique
identifier which is recorded on a central server
each time you pass a secure Sibos checkpoint.
Only the Sibos Exhibition Office (based in the UK)
is able to reconcile the unique identifier with your
Sibos registration details (and not the supplier of
the RFID technology).

Purposes

The data collected by your RFID tag will allow
SWIFT to evaluate attendance at sessions, lunch-
es, and the event in general based on statistical
data. SWIFT will only use such statistical data for
purposes of evaluating sessions and the event in
general, and for improving catering arrangements
of future Sibos events.

Type of data used

To evaluate sessions, only the following limited
number of data attributes per delegate will be ag-
gregated in a report per session: type of institution,
type of function, area of responsibility, market area.
SWIFT will not use any other data (such as name,
email, address, phone) to produce those reports.

Targeted communications - opt out
SWIFT may also reconcile data collected by our
RFID tag with your email address to send you
targeted communications relating to your Sibos
participation or next Sibos events, except to
delegates who choose to opt out of sharing their
information at registration.

The role of the Sibos Registration
Office

The data collected by your RFID tag is reconciled
with your registration details by the Sibos Regis-
tration Office (a subcontractor of SWIFT based in
the UK). The Sibos Registration Office may only
process the data upon instructions of SW.LET.
SCRL (based in Belgium), which is responsible for
the data processing.

SWIFT will not share the data with any third
parties (other than the Sibos Registration Of-
fice) and will have the data destroyed within
three months after Sibos.

Privacy Officer

If you have any questions, would like to opt out of
targeted communications, or would like to access
or correct your data, please contact the privacy.
officer@swift.com
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COMMERZBANK %

The new Commerzbank

presents itself to the banking world at Sibos 2009

Commerzbank AG and Dresdner Bank: a new market leader emerges in Germany, relationship driven, with a clear commitment
to Financial Institutions business and a network of 40 offices spanning the globe.

Sibos 2009 will be the first platform to introduce the new Commerzbank’s Financial Institutions team and its consolidated
range of products and services.

Meet the new Commerzbank — meet our team. We are happy to welcome you at our stand 1C12.

This is where Partnership meets expertise.

www.fi.commerzbank.com




Risk management

Striking the right balance

The importance of reducing risk without impairing operations.

theme pervading many of the sessions
at Sibos is how to ensure counterparty
risks are kept to a minimum without hinder-
ing normal, efficient operations and throttling
companies’ ability to pursue opportunities.

One of the key trends in the wake of Leh-
man’s collapse has been regulators’, politi-
cians’ and market participants’ desire to
have more trading cleared by central coun-
terparties (CCPs). A number of new initiatives
have emerged, such as the Intercontinental
Exchange and Eurex Clearing’s CCP services
for credit default swaps (CDS). There have
also been efforts to centrally clear transac-
tions in the securities lending space, with
firms such as securities lending marketplace
SecFinex and Eurex Clearing both announc-
ing initiatives over the past 12 months.

The ability of CCPs to mitigate the counter-
party risk in a bilateral transaction is undis-
puted. However, the recent proliferation of
CCP initiatives, swelling the ranks of those
set up to serve the clutch of MiFID-inspired
cash equities trading platforms, has prompt-
ed some to ask whether you can have too
much of a good thing.

“There are questions around the fragmen-
tation and proliferation of CCPs: Does the
fragmentation undo the ability to manage
counterparty risk or increase it?” asks Simon
Haggerty, managing director, operations,
UBS, who will speak on the panel ‘Can cen-
tral counterparties save the world?’

The influx of new CCPs could also make the
task of clearing more difficult. “The prolifera-
tion of CCPs, certainly for cash equities, has
been very useful in terms of choice and driv-
ing costs down, but it can make the market
infrastructure a little more complicated. I'm
sure over time we will see some consolida-
tion in the market.” says Haggerty.

A further question is whether it is desirable

to have trading in certain products centrally
cleared. For example, despite the push to clear
index CDSs, some feel single-stock CDSs do
not lend themselves readily to CCP clearing.

“These instruments are very complex and
complicated to deal with and the default proc-

ess can be very tricky. Therefore, there are
reservations about clearing single name CDS,”
says Alberto Pravettoni, managing director,
group corporate strategy, LCH.Clearnet.

Prime time

Another area where greater focus on coun-
terparty risks is causing difficulties is the
prime brokerage market. This theme will be
explored in the session, ‘Prime brokerage:
the first casualty?’ The collapse of Lehman,
a significant prime broker, has made hedge
funds more wary of the remaining providers,
which is proving challenging for some.

“The credit quality of the prime broker in the
past was never a consideration for the hedge
fund when assessing the relationship,” says
Dushyant Shahrawat, senior research direc-
tor, investment management at research

and consulting firm TowerGroup, adding that
hedge funds assumed that the big-name
firms were safe. “That assumption has gone
forever,” he says. “The credit quality of the
prime broker has become a major considera-
tion. That obviously tends to impact smaller
firms in this business.”

Hedge funds’ heightened wariness is also
putting larger firms under pressure. Many
funds have shifted to a ‘multi-prime’ model
to spread their exposures. Furthermore, he
argues, in today’s challenging market, hedge
funds are pushing prime brokers to lower
costs. “Across the board the forces that are
impacting the prime brokerage market are
not very positive.”

A question of trust

While measuring and mitigating risk to

their own companies is at the forefront of
managers’ minds, their actions could have
unintended consequences on their counter-
parties. This danger will be explored in the
session, ‘The impact of the crisis on securi-
ties financing, collateralisation and liquidity
management’ according to session chair
Charlie Ruffel, founder and director of pub-
lishing firm Asset International.

“A really interesting question is to what extent
can individual firms in this chain really protect

“The credit quality of the
prime broker has become
a major consideration.”

Dushyant Shahrawat, senior research director,
TowerGroup

themselves without introducing systemic risk
—in other words, without taking the lubrica-
tion out of the system,” says Ruffel.

Will we ever learn?

Systemic weaknesses exposed by Lehman’s
demise and the ensuing turmoil — and how
to tackle them — will be explored in the ses-
sion entitled, ‘Risk: will we ever learn?’ The
session will examine whether regulators and
banks took payments risks as seriously as
operational, credit and market risks.

Session chair Colin Klipin, managing direc-
tor of global payments, Barclays Bank, says
some examples in the UK market in particular
highlighted the need for change. One par-
ticular example is the UK automated clearing
house BACS’ direct debit guarantees provid-
ed to payers by creditors, which promises to
rectify any errors in collecting payments im-
mediately. “In the recent economic downturn,
some misunderstandings have arisen among
consumers about the scope of the guaran-
tee’s application where some depositors tried
to reclaim funds incorrectly under the guaran-
tee because they believed their funds to be at
risk due to a financial institution failing,” says

Klipin. “These incidents highlighted risk aris-
ing from the interpretation of the BACS rules
which were rightly meant to protect custom-
ers in case of erroneous transactions, but
were certainly not meant to address broader
issues of institutional insolvencies.”

In addition, Klipin argues, access into pay-
ments and securities settlement schemes
could have been more tightly monitored.
“The financial upheaval highlighted that
sponsorship of financial institutions to enter
schemes posed levels of risk that were per-
haps not appropriately assessed within the
industry,” he notes.

Mark Gem, head of business management
at Clearstream, argues that the issues seen
in the UK, along with isolated incidents
elsewhere, are not necessarily an indication
of fundamental weaknesses in payment sys-
tems per se. “Whilst we clearly saw liquidity
pressures, which the central banks reacted
to, we didn’t see the payment systems and
infrastructure in the euro area struggling
under that particular burden. Therefore one
wonders whether it was to some extent a
local difficulty,” he notes.

Gem believes the crisis exposed a wider
infrastructure issue — that investment manag-
ers had exposures they were not previously
aware of. An example of this, he says, is the
‘re-hypothecation’ of the securities prime bro-
kers hold on behalf of their hedge fund clients.

However, Gem also points out that re-
hypothecation risks have long been a feature
of capital markets, and were causing losses
and difficulties even back in the 19th Cen-
tury. He points to a story from The New York
Times of 5 March 1878 detailing problems
caused when brokerage firm Greenleaf,
Norris Co. re-hypothecated large amounts
of securities. “To the question ‘will we ever
learn’, the answer is ‘probably not’,” he says.

To learn more...

Can central counterparties save the
world?
Monday 14 September — 11:00-12:00

Who can | trust? The impact of the crisis
on securities financing, collateralisation
and liquidity management

Tuesday 15 September — 09:00-10:00

Prime brokerage: The first casualty?
Tuesday 15 September — 14:00-15:00

Risk: Will we ever learn?
Tuesday 15 September — 16:00-17:00

Hats off to market infrastructures. Now what?

Does market infrastructure need to be redesigned and can participants afford to pay for the change in the present climate?

I_ast year, the infrastructure service provid-
ers performed well. “There were no mar-
ket disruptions resulting from a breakdown
in the post-trade infrastructure,” says Pierre
Francotte, CEQO, Euroclear. Similarly, Mike
Bodson, executive managing director, DTCC
and chairman, EuroCCP, describes back-
office personnel as the “unsung heroes” of
the financial crisis. But that doesn’t mean we
can relax. As Francotte says, “The financial
crisis has shown that the unthinkable is
conceivable.” At the very least, the range of
stress-test scenarios used by infrastructures
to plan business continuity protection needs
to be revisited once more.

Anticipating discussions at Sibos,

Godfried De Vidts, Head of European Affairs,
ICAP, and Chairman of the European Repo
Council, asks: “What has happened to us

in the last year, since Sibos in Vienna? Have
our priorities changed and our ways of doing
business? The panel will be asked: What
have we done?”

The crisis has revealed the extent to which
infrastructure can play a positive role, says

Francotte. “The international CSDs were im-
portant sources of liquidity when the interbank
lending market dissipated,” he points out.
“We are also seeing increased use of sound
market infrastructures in new areas, such as
for structured products and OTC derivatives.”
For Jeffrey Tessler, CEO, Clearstream, clearing
and settlement infrastructures can provide

“an excellent blueprint for what the financial
markets overall will now have to confront.”

Questions of cost

Can we afford to do what we need to do,
given that the future looks likely to prove ex-
pensive? Shanker Ramamurthy, global man-
aging partner, banking and financial markets,
IBM, observes that, worldwide, something
close to USD 50 trillion has evaporated over
the last eighteen months or so. “As a result,
for the banking ecosystem in general, there
is a compression on the revenue side,” he
says. Alongside the absolute contraction in
wealth, as Ramamurthy points out, there has
been a shift in risk appetite on the client side
towards lower-risk instruments that yield a
lower fee-return to their providers. In short,

A

“The international CSDs
were important sources
of liquidity when the
interbank lending market
dissipated.”

Pierre Francotte, CEO, Euroclear

less money is coming in to pay for any global
market redesign. “We will discuss whether
quick fixes are appropriate, or whether we
should commit to more permanent but

more expensive solutions,” says De Vidts.
“Change is the one certainty.”

Ramamurthy suggests that the trick is not to
handle issues on a stand-alone basis. If that
suggests we need to work together, how
about starting on Wednesday afternoon and
Thursday morning? After all, as Mike Bod-
son comments, “When you get very smart
people sitting around in a room, you may get
disagreements, but hopefully in the end there
will be a meeting of minds, and the financial
system globally will be that much stronger
because of it.”

To learn more...

Do we really need global market
redesign?
Wednesday 16 September — 16:00-17:00

Can we afford the future?
Thursday 17 September — 11:00-12:00
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Making the case for payment system change

According to Rajesh Mehta, head of treasury and trade solutions, EMEA, Citi, the world’s payment systems have undertaken a 12-month
stress test since last year’s Sibos, with impressive — and reassuring — results, despite a severe lack of liquidity in many instances.

£6~T he maturity of the payments infrastruc-

ture and market participants, as well as
the level of automation employed across the
infrastructure, have really contributed to this
outcome,” he says.

But Mehta warns that payment systems pro-
fessionals cannot rest on their laurels. Further
elimination of payment risks and reduction of
costs should drive change in the payments
industry over the coming years, he says.

“Payments risk, including counterparty risk
and intra-day clearing exposures, has be-
come even more critical given the experienc-
es of the last 12 months,” argues Mehta. The
pursuit of further cost efficiencies could also
bring substantial change to the existing pay-
ments infrastructure. “Anti-money laundering
and sanction checks would be great exam-
ples of such utilities to be stripped off from
individual banking infrastructures, he says.

But is now the right time for major changes to
the plumbing of the global financial system?
Till Guldimann, vice chairman, SunGard, is in
no doubt that times of turmoil present a fertile
climate for implementing much-needed reform.
“Periods of shock and dramatic change allow
you to overcome legacy issues,” he says.

But no one in the payments sector is under
any illusions as to the scale and complexity
of the task of effecting infrastructure change.
Progress is often of the ‘one-step-forward-
two-steps-back’ variety. In addition, invest-
ment in payment systems is rarely top of any

bank CEO’s shopping list — let alone follow-
ing a major financial crisis.

“When times are hard, it's more difficult for
banks to make the necessary investments,”
says Daniel Heller, head of the secretariat of
the committee on payments and settlement
systems at the Bank for International Settle-
ments. “So right now is probably a hard time
for payment system reform because banks
might feel that payment systems are an area in
which they can postpone some expenditure.”

Systems at the bank, is keen to emphasise
the importance of public-private partnership
in payments infrastructure change.

“The European Payments Council (EPC) has
played a crucial role so far in deciding on issues
such as payment instrument standardisation or
the design of business rules,” says Ruttenberg.
“It is not up to public authorities to decide on
these issues; we are not equipped to this. The
market needs the EPC and | expect the EPC to
continue their role into the future.”

“Periods of shock and dramatic change allow you to

overcome legacy issues.”

The case of SEPA

Heller cites the Single Euro Payments Area
(SEPA) as an example of the wide range of
elements that must be considered in any infra-
structure change project and the importance
of public authorities working closely with banks
and other market participants. “SEPA has
shown that some pressure from authorities can
be necessary to speed up change,” he says.

An end-date for the parallel running of pan-
European and national payment systems is
expected to be announced before the end of
the year, following a consultation by the Euro-
pean Commission (EC). The Commission has
worked closely with the European Central
Bank during the creation and implementation
of SEPA and Wiebe Ruttenberg, head of mar-
ket integration, Directorate General Payment

Till Guldimann, vice chairman, SunGard

Established by banks in June 2002 in
response to regulatory pressure to create a
harmonised payments market in Europe, the
EPC has supported the creation of SEPA by
acting as the decision-making and coordina-
tion body of the European banking industry
on payments.

The ECB’s Ruttenberg asserts there has
been “tremendous progress” on SEPA in
the past 12 months, with SEPA direct debits
on track for launch once the transposition
of the Payments Services Directive into na-
tional law is completed by European Union
member states in November. The long-term
business model for SEPA direct debits has
also been finalised with the EC and ECB
confirming the end of per transaction multi-

lateral interchange fees, following a transi-
tion period, by the end of 2012.

Banks should now focus on offering SEPA
products and services to their customers

“in an attractive and user-friendly way”, says
Ruttenberg. “The mid-sized firms that are the
backbone of the European economy conduct
a lot of cross-border intra-European trade, but
they are not yet using SEPA credit transfers.”

New payment infrastructures, such as SEPA,
should be seen as platforms for innovation,
he suggests, noting the increased impor-
tance of stable retail banking revenues

in recent months. “Banks have a golden
opportunity to innovate,” says Ruttenberg.
“Third parties are ready to step in so banks
must decide whether they want to be leaders
or followers, especially in the field of internet-
based retail payments. The next steps in
mobile payments and e-invoicing will crucial
for the banks too.”

To learn more...

SEPA: Have we reached cruising
altitude?
Monday 14 September — 11:00-12:00

System convergence: More for less?
Wednesday 16 September — 14:00-15:00

Payments market harmonisation
Thursday 17 September — 11:00-12:00

Payments innovation
Thursday 17 September — 14:00-15:00

The remittance business
finally takes off

Banks make inroads into the global remittance market.

s banks return to basics, it is ‘bread and

butter’ payment services like workers’
remittances that are benefiting. “Historical
issues like regulation and compliance, cash
delivery infrastructures and perceptions
about migrant clients are melting away in
the recognition that the developing world is
shaping up to be the next big growth op-
portunity,” says Michael Bellacosa, managing
director, The Bank of New York Mellon and
director of global payment product manage-
ment. “Now retail banks in the US are focus-
ing on attracting the migrant communities to
whom they can cross-sell other services.”

For those without their own remittance
platforms, Bank of New York Mellon provides
a low-cost entry into the market. “We have
leveraged our global correspondent bank and
distribution network and have developed reg-
ulatory and compliance management tools
which provides a solution for our bank clients
while making it easier for entire populations to
send money home to their families.”

“Mature markets are becoming interested in
remittances as a way to build their business.
Starting with a basic savings account, they
can then sell credit card and mortgage loan
products to a growing white collar population,”
says Richard So, senior VP of International
Offices and Subsidiaries Group at Metrobank in
the Philippines. “Western Union has a world-
wide revenue of some USD 5 billion annually. If
the banks can win just 10% of that volume the
numbers start to look very attractive.”

The uptake in bank interest has resulted in
increased competition, according to Daniel

\

“Retail banks in the US
are focusing on attracting
the migrant communities
to whom they can cross-
sell other services.”

Michael Bellacosa, managing director,
The Bank of New York Mellon

Alaya, senior VP and head of global remit-
tance services, Wells Fargo Bank. “There is
also now more risk and regulatory oversight
as a result of current economic volatility,
which is forcing both banks and non-banks
to become more sophisticated and which in
turn is impacting profitability,” he adds. Alaya
sees this trend playing to the strength of the
banks, which he says are beginning to make
a significant dent in the remittance market.

To learn more...

Workers’ remittances: Evolving through
the crisis

Tuesday 15 September — 16:00-17:00

Islamic finance and the

real economy

The prohibition of interest underpins a broad range of Islamic

financial products.

n the early days of the global economic and

financial crisis, before the term ‘credit crunch’
became popular, the woes of the financial sec-
tor were often referred to as the ‘sub-prime’
crisis — an acknowledgement of the role of
risky mortgage lending in triggering the turmoil.

In May this year, writing for Common Ground
News Service, Shaykh Yusuf Del.orenzo,
chief Shariah officer, Shariah Capital, sug-
gested that the business model and growth
of the Islamic finance sector, particularly in
home financing, could present new opportu-
nities for American households. “The Islamic
home financing sector is active in nearly 40
states in the United States,” he noted. “While
operating on an interest-free business model,
Islamic home financial institutions are com-
patible in every way with modern capitalism,
just like conventional financial institutions.”

Mainstream understanding of Islamic finance
is generally limited to the notion that inter-
est is forbidden. “At the core of the Islamic
model is the view that lending is a charitable
act as opposed to a business activity, that
debt is not something to be exploited for
profit,” explains DelL.orenzo, “Instead, Islamic
finance uses a participatory model that seeks

“Debt-based products
exist that are intended
to assist in financing

customers’ needs.”
Mohammed Paracha, CEO, Al Salam Europe

to engage all parties — as partners — in the
sharing of both risks and rewards, without
guaranteeing returns.”

Product range

Islamic finance is asset-based, with buyers
and sellers rather than borrowers and lenders.
However, this basic principle masks significant
diversity in Islamic financial products and serv-
ices. “The products themselves need to be
broken down into their respective types,” says
Mohammed Paracha, CEO, Al Salam Europe.
He makes an initial distinction between debt
and equity-based products. “A variety of
debt-based products exist that are intended
to assist in financing customers’ needs,”

he explains. “These vary from simple asset
purchase to complex structured financing
solutions, such as project finance and deriva-
tive solutions.” Indeed, says Paracha, much
recent activity has been around the develop-
ment of Islamic bonds, which are favoured by
sovereign issuers for money raising purposes.
“In the sphere of equity finance, we again
have a variety of solutions which can be de-
ployed depending on the kind of investment
one is seeking to do,” he says. “Typically, this
could range from venture capital, growth capi-
tal or buyouts (MBO / MBiIs) to even leveraged
solutions. The product offerings are wide and
depend on the customer’s requirements.”

To learn more...

Islamic finance
Wednesday 16 September — 09:00-10:00
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Corporate actions automation
remains a work in progress

Long-running efforts to automate corporate actions messaging are still hampered by diverse issuer practices.

hile the securities services industry has

long sought to advance the benefits of
automation, progress in the area of corpo-
rate actions processing has been relatively
slow. It's perhaps more complicated than
other parts of the securities industry. “It’s a
complex process to standardise and is made
more complicated by the innovative capabili-
ties of the issuers,” says Goran Fors, global
head of custody services, SEB and SWIFT
Board member. “At the same time, we in the
industry haven’t been able to decide how to
frame discussion with the issuers.”

The past 18 months have understandably
recorded little progress in that regard as other
risks have come to the fore. During the crisis,
says Fors, much of the attention shifted to
counterparty risk, but, he adds, “corporate
actions is still a big focus for banks; it’s just
not new.” Craig Dudsak, managing director,
Global Transaction Services — Global Custody,
Citi agrees that, in the short-term, there may
have been a shift in focus away from corpo-
rate actions. “However, now that the more
dramatic stages of the crisis are behind us,
attention has shifted back to those high-risk
areas that have been with us for some time,
including corporate actions,” he suggests.

Part of the problem is that the results of these
efforts are not immediately apparent on the
bottom line. “Funding for investment pro-
grammes with longer-term payback periods,
and for which the benefits are harder to
quantify, has become more difficult since the

“It’s a complex process
to standardise and is
made more complicated
by the innovative
capabilities of the
issuers.”

Goran Fors, global head of custody services, SEB

crisis,” says Edwin De Pauw, director, Single
Platform & Market Harmonisation, Euro-
clear. At the same time, he notes, there is a
significant focus in many financial firms on
improving operational efficiencies. Reductions
in back office costs and risks remain high on
the agenda. “The work done by the private
sector in setting new standards, particularly in
the corporate actions area in removing one of
the Giovannini Group barriers, is now moving
into implementation mode,” says De Pauw.
“Momentum remains strong to progress in
this area, and is closely monitored by the
European Commission’s CESAME group.”

Consensus?

Does the industry agree on where it needs

to focus? “There is perhaps not a complete
consensus,” says Dudsak, “but at least there
is general agreement that we should make
wider use of the several industry initiatives
under way and engage the issuer community
more directly around the world. Citi is actively
involved in all these initiatives.”

De Pauw sees a broad recognition of the
need to improve the ability of non-resident
investors to exercise their rights. “Investors
need timely information on events relating to
the securities they own,” he says. “Euroclear
is taking the lead in this area through the cre-
ation of a new set of ISO 20022 messages
to be used by central securities depositories
and issuer-appointed agents to communi-
cate both corporate action information and
instructions between them,” he says.

A second area where considerable savings
can be delivered, De Pauw suggests, relates
to the high number of market claims gener-
ated by buyers of securities. “More often
than not, the source of the claim is the result
of a mismatch between trades executed
‘cum entitlement” and settlement occur-

ring without the entitlement attached to the
security,” he says. “With more standardised
definitions and sequences of key dates, for
example, record and ex-dates in function of
the settlement cycle, the number of cases
for market claim compensation will decline
significantly.”

Unresolved issues

While initiatives are under way to address the
shortcomings of current processes, the issu-
ers are ‘the elephant in the room’ — or ‘not in
the room’, in this case. “In my opinion, what
screams out most for attention is the trans-
mission of corporate action announcements
as directly as possible from issuers or issu-
ers’ agents in structured formats — especially
given that the complexity of options in events
is increasing substantially,” says Dudsak.

De Pauw meanwhile argues for a greater
focus on regulatory environment. “The

work done by the Joint Working Group on
Corporate Actions, led by Dr Werner Frey,
has gone a long way in harmonising and
standardising corporate action processing in
Europe,” he says. “Unresolved is the removal
of regulatory and fiscal barriers for efficient
implementation of these recommendations.”
He identifies as a key issue whether market
claims should be considered as dividend
transfers or as an indemnity. “The answer
might lead to different tax treatments,” he
points out. In addition, he says, an important
issue raised by the Joint Working Group is
the lack of settlement cycle harmonisation
within Europe. An expert working group
chaired by Paul Bodart from The Bank

of New York Mellon has been created to
resolve this matter, which will require market
consultation.

“It is also important to look beyond Europe
so that the benefits of market-practice har-
monisation and standardisation are delivered
on a global basis,” says De Pauw. “Discus-
sions between SWIFT and DTCC on how to
leverage the ISO and XBRL standards, for
example, are a good start.”

To learn more...

Corporate actions automation: Out of
the back office and into the limelight?
Thursday 17 September — 09:00-10:00
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No common model for funds distribution

The question of automation of funds distribution is a regular
discussion theme at Sibos. Where do the problems lie?

anels at Sibos have long grappled with

the issue of how to automate funds dis-
tribution. The challenge is made more com-
plex by the fact that the stakeholders in each
market vary both by type and by the issues
that matter to them. Any attempt at aligning
domestic and cross border models needs to
take these differences into account.

With Sibos in Hong Kong this year, panelists
can be expected to focus on the experience
of Asian markets, which display greater vari-
ation in their approach to funds than those
from outside the region might expect. For
Dean Chisholm, head of operations, Asia Pa-
cific, INVESCO, models vary significantly not
only among the different regions but within
each of them.

Mutual funds themselves are only really
sold widely in four countries in Asia, says
Chisholm, but within those four countries
sales are strong. “Asia is far from uniform,”
he stresses. “Not only do the markets differ,
but so do the funds themselves.”

Faced with such diversity, says Chisholm,
“you’ve got to start by looking at the largest
grouping of funds you’re selling.” This again
varies by market. “In a place like Korea, do-
mestic funds are the biggest group of funds,
while China is all domestic,” he observes.
“In Taiwan it’s probably 50-50, while in Hong
Kong it’s predominantly international. Local
investors there don’t much care about the
origin of the fund.”

In exploring the catalysts for funds automa-
tion, Chisholm identifies one that is present
in Europe and lacking in Asia: the cost
pressure of manual processing. He esti-

“Distributors are running
out of things to compete
on so they are starting to
compete on service.”

Dean Chisholm, head of operations, Asia Pacific,
INVESCO

mates, for example, that unit labour costs in
Taiwan are around 25% of those in Europe.
Nor has the service model proposition
become an area of competitive differentia-
tion, though Chisholm anticipates change.
“In Taiwan, distributors are running out of
things to compete on so they are starting
to compete on service,” he says. “One ele-
ment of that is the timeliness your informa-
tion delivery back to the client. A nice portal
plus timely information will be seen as a
differentiator.”

To learn more...

Cross-border funds distribution:
Modelling the future
Wednesday 16 September — 14:00-15:00
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Building a framework for carbon-trading

Carbon trading schemes, whether offset or emissions-based, can only benefit from standardisation.

he global carbon market is predicted to

grow to EUR 2 trillion by 2020. Yet al-
though carbon emissions are a global issue,
the trading frameworks being developed
for carbon are national or regional in focus,
responding to domestic or regional regula-
tory environments.

Some aspects of the trading framework
have nevertheless been agreed interna-
tionally. The Clean Development Mecha-
nism (CDM), for example, allows industr-
ialised countries to invest in projects that
reduce emissions in developing countries
as an alternative to domestic emission
reduction measures. “If you look at the
way the CDM has evolved in Europe and
how the US market will be shaped, | think
they’ll be independent though there is a
strong underlying desire to link them,”
says Ken Lopian, managing director, APX,
an infrastructure provider to environmental
and energy markets in renewable energy
and greenhouse gases, including carbon
commodities.

Beyond the regulatory impetus, the opera-
tional shape of the carbon trading market will
be the result of conscious decision-making
by participants rather than an evolutionary
process. ‘I think this the only commodity
that is politically created,” says Jorund Buen,
senior adviser, Point Carbon, a provider of
independent news, analysis and consult-

ing services for European and global power,
gas and carbon markets. “Politicians were
responding to scientists saying this was a
problem. It was not something that devel-
oped bottom up.”

Useful templates?

Are there market models that carbon trad-
ing has chosen to emulate? “Yes and no,”
says Buen. “The European emissions trad-
ing scheme, which has played a very impor-
tant demand side role so far, is undoubtedly
inspired by the existing US trading schemes
for sulphur dioxide and nitrogen oxide,
Also, carbon is generally traded by the ton
of CO2 equivalent emissions. But you have
several different jurisdictions trading their
own units with specific regulatory features.”
Title passes across country registries. An
international transaction log is established
under the Kyoto Protocol, but this does not
cover transactions in countries like the US
that are not Kyoto signatories, nor does

it cover most transactions for voluntary
compliance. “To say that this is a global
standardised commoditised market would
be completely wrong,” he insists. Buen
nevertheless supports further convergence.
“The problem is global and the solutions will
be global,” he says.” It makes no difference
whether you are emitting from Bangladesh,
Beirut or Berlin.”

"As infrastructure is developed, | do think
people will borrow ideas from the securities
world,” says Lopian. Securities, for exam-
ple, have identifiers, such as CUSIP and
ISIN numbers, providing machine-readable
information on the nature of the instrument
and the issuer. “In the carbon space at the
moment, that doesn’t exist,” says Lopian.
APX has created a process to standardise
and identify environmental projects globally,
regardless of registry. “APX will assign a
Universal Project Number (UPN) to the cor-

“If one looks at the
legislation being
developed in the US on
carbon trading, the most
striking thing is how
similar it is to European
efforts.”

Ken Lopian, managing director, APX

responding project which will be linked to the
environmental instruments produced by the
project,” he explains. APX expects to have
UPNSs and corresponding environmental
instrument numbers (EINs) for CDM projects,
multiple Voluntary Carbon Market registries
and other environmental registries available
by fall 2009. It is currently in discussions to
have these identifiers accepted as part of the
SWIFT messaging process.

Project-based Carbon Offset Credits and
Emission Allowances will likely be fungible
between US and international schemes at
some level, with certain rules, limits and
restrictions, Lopian predicts. “In order for
cross-market trading to come to fruition, a
safe, secure, liquid, and reliable international
trading infrastructure is required, supported
by unique global project and instrument
identification registry system supporting
both the compliance and voluntary mar-
kets,” he says.

At a legislative level, meanwhile, Buen does
see encouraging signs. “If one looks at

the legislation being developed in the US
on carbon trading, the most striking thing

is how similar it is to European efforts,”

he observes. “If this continues through to
implementation, harmonisation between the
two large demand centres will be enor-
mously helpful.”

Neverthless, suggests Lopian, a great deal
of regional and country-level complexity
will remain for years to come across the
EU, emerging US, and developing world
programmes. “The role of market infra-
structure and standards will be to facilitate
and manage these differences with highest
integrity, and facilitate both intra-market
and cross-market trading where allowed by
regulation.”

To learn more...

Carbon trading:
Does Asia hold the key?
Wednesday 16 September — 16:00-17:00

Move towards single-dealer platforms

Banks look to leverage client realtionships.

Beoause of increased market volatility
over the past two years, liquidity and
regulatory issues have become increasingly
prominent in the world of foreign exchange
(FX) trading. According to some observers,
this is leading to a movement away from
anonymous electronic communications
networks (ECNs) to single-dealer platforms,
typically the client’s bank.

Banks are leveraging this trend to deepen

the direct relationship they have with their
clients and counterparties, which is leading to
a corresponding focus on relationship-based
pricing. “In contrast to viewing an order in

the dark and having no context about the
underlying client, relationship-based pricing al-
lows us to establish relationships that extend
beyond FX services,” says Timothy Merrell,
head of FX4Cash, Global Transaction Banking
at Deutsche Bank. “And as their wallet grows,
so does our ability to offer more attractive
pricing — to the benefit of both,” he adds.

Banks versus ECNs

Despite the move towards relationship-build-
ing and disclosed pricing, there will always
be a segment of the market that prefers
ECNs, according to Merrell. “For certain
clients the anonymous approach fits their
business model,” he says. Colin Lambert,
Australia-based editor of Profit and Loss
magazine agrees. “Many clients, especially
large corporations and institutions, still favour
the anonymity that ECNs provide because

of the fact that the exposure of particularly
high-volume transactions could have a major
impact on market pricing,” he comments.

“Many clients, especially
large corporations and
institutions, still favour
the anonymity that ECNs
provide.”

Colin Lambert, editor, Profit and Loss

In order to compete with this anonymity
advantage, some banks are now starting

to offer their clients anonymous execution
technologies via access to ECNs. In fact,
for Lambert one of the most exciting trends
in the FX market is the growing relationship
between banks and ECNSs, hitherto seen as
market competitors. “ECNs still tend to offer
a pricing advantage over banks, even when
you factor in the fees, but because of liquid-
ity challenges they are starting to team up
with banks which provide the prime broker-
age service,” he says.

“From the banks’ perspective,” Lambert
adds, “working with the ECNs gives them
access to new clients as well as an addi-
tional fee-based revenue stream. In the past
everyone assumed that liquidity and credit
were virtually free, but the new reality is that
it comes at a price — and it is this reality that
is driving up revenue and giving banks the
power.”

To learn more...

Foreign exchange: Do relationships
matter?

Thursday 17 September — 14:00-15:00
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Risk and liquidity top corporate agenda

In the last 12 months, innovation in corporate treasury has been driven as much by the challenges thrown up by the global financial crisis
and associated economic downturn as by opportunities for new process efficiencies.

For some corporate treasurers, the eco-
nomic downturn and ensuing market
volatility has been a time to re-emphasise the
importance of core treasury competencies.

“When you're flush, it’s very easy not to focus
on process refinements such as working
capital optimisation, forecasting improve-
ments or bank relationship consolidation,”
says Alenka Grealish, managing director of
research consultancy Celent’s banking group.
“You can get by like that while the orders are
coming in, but when you face an exceptional
downturn coupled with extreme financial
market volatility, all the weaknesses become
exposed. It’s now a matter of going back to
the building blocks of treasury: monitoring
and managing cash. But it’s very hard to bal-
ance the urgent matters with the long-term
strategic tasks that are required to optimise
the firm’s treasury and financial supply chain.”

In the past year, counterparty risk and visibil-
ity of liquidity have been at the top of many a
corporate treasurer’s agenda.

Dennis Tosh, director, global trading and
automotive risk management at the Ford
Motor Company, believes that treasurers
have had to scale a steep learning curve.
“But now treasurers are very focused on
counterparty risk both in terms of traditional
measures, such as settlement risk, daylight
exposures, and mark-to-market exposures,
but also more sophisticated measures such
as potential and peak,” he says.

At Ford, Tosh has focused on ensuring that
‘scarce’ hedge capacity is employed where it

can have the most impact, from a risk reduc-
tion standpoint. He says that centralisation of
the vast majority of derivatives and invest-
ment transactions has helped Ford cope well
with the economic and financial turmoil of
the last 12 months. Ford has also needed to
monitor transactions that cannot be central-
ised for regulatory reasons. “We’ve needed
robust processes to ensure we know what
our exposures are and good communica-
tions with the countries where we transact
locally so that policies and transactions can
be applied on a global basis,” says Tosh.

Visible liquidity

The ability to monitor liquidity has been just
as important as tracking exposures, accord-
ing to Richard Martin, head of payments and
cash management, international cash and
trade, Barclays.

“In the current situation, it's absolutely criti-
cal that you have the right liquidity profile,

i.e. the right liquidity in the right place that
can be accessed at the right time,” he says.
“Availability of credit facilities is clearly crucial
as well, but treasurers also need to have
visibility of the liquidity within the group’s
bank account structure to fund shortfalls and
optimise idle balances.”

Martin says SWIFT is seen as increasingly im-
portant. “Both SWIFT Corporate Access op-
tions, SCORE and MA-CUG, give treasurers
the ability to receive detailed information from
multiple banks and integrate it into their treas-
ury management systems,” he observes.
“Treasurers can also use SWIFT Corporate

“In the current situation,
it’s absolutely critical
that you have the right
liquidity profile, i.e. the
right liquidity in the
right place that can be
accessed at the right
time.”

Richard Martin, head of payments and cash management,
international cash and trade, Barclays Bank

Access services to manage cash concentra-
tion structures and automate the centralisa-
tion of liquidity. This provides not only visibility,
but also control over how they use excess
liquidity, either internally or externally.”

As well as supporting the visibility and
mobilisation of cash, SWIFT also has an
opportunity to facilitate the treasury require-
ments of a new breed of Chinese-owned
multinational corporate, according to Peter
Wong, founding chairman of the International
Association of CFOs and Corporate Treasur-
ers (China). Wong asserts that these firms
will differ from conventional MNCs in terms
of decision-making structure, treasury centre

™

location and regulatory requirements. “The
internationalisation of Chinese enterprises
and banks may offer opportunities for SWIFT
to develop new products that are consistent
with the reporting and compliance require-
ments of mainland regulators,” he says.

To learn more...

The financial crisis: Challenges and
opportunities of the corporate treasurer
Tuesday 15 September — 14:00-15:00

Corporate requirements for
collaborative bank solutions

Wednesday 16 September — 14:00-15:00

Standards

The business case for standards

While the benefits of standards in general are well recognised,
commitment to specific initiatives is patchy.

n the current economic environment, when

budgets are under greater pressure than ever,
the quick fix becomes a popular alternative to
longer-term solutions, where investment now
will only reap rewards further down the road.
Yet the payback from standards implementa-
tion is far from theoretical. “Standards have
been an important enabler for Clearstream’s
strategy of interoperability,” says Irene Mermi-
gidis, senior vice president, product manage-
ment — core products, Clearstream.

“We describe standards as the oxygen that
keeps things going,” says Rick Leander, chief
strategy officer, The Clearing House. “There
is clearly an understanding of the importance
of standards at senior levels and they are
also seen as something important for experts
within institutions to keep an eye on.”

This has not always been the case and is
itself a cause for optimism. “The sense of
importance of standards is rising within fi-
nancial organisations,” says Masayuki Tagai,
chief manager, global network management,
Bank of Tokyo-Mitsubishi (UFJ). “Over time,
institutions have come to embrace the idea
that standardisation is not simply a ques-
tion of message formats but of the business
models that drive them.”

ISO 20022

Moving from the general to the specific is

big jump, however, and requires what, in the
current climate, some might see as a leap

of faith. “Independent of the crisis, is there a
business case for ISO 200227” asks Mermi-
gidis. “There clearly are business drivers espe-

“The sense of

importance of standards
is rising within financial
organisations.”

Masayuki Tagai, chief manager, global network
management, Bank of Tokyo-Mitsubishi (UFJ)

cially in areas where standards did not exist
or were not adapted to market needs, but the
pace of advance will depend on the quality
of the business case.” Such a business case
should be industry-wide, Mermigidis believes.
“It’s clear that in markets where there’s no
alternative, ISO 20022 will provide a lot of
value long term,” says Leander. “Butwhere
you've already got processes up and running
and functioning well, the business case for a
wholesale rip-out is not clear.”

To learn more...

Standards: Now more than ever
Tuesday 15 September — 09:00-10:00

Strain in financial supply chain

How are banks and their corporate customers responding to the

downturn in international trade?

ah Chye Tan, global head of trade

finance, Transaction Banking, Standard
Chartered Bank sees 2009 as a watershed
year for trade finance. “You know that when
you have Barack Obama and George Soros
talking about it,” he quips.

For most of this decade, the rising tide of
global commerce created unprecedented
opportunities for businesses engaged in
all aspects of cross-border trade. The
crisis, has, however, taken its toll both
on the corporates with previously buoy-
ant export markets and the ability of their
financial service providers to support
them. “Credit has increasingly become a
scarce and important commodity,” says
John Ahearn, managing director, supply
chain management, structured trade and
asset optimisation, Citi. “It is no longer
seen as a giveaway to maintain customer
relationships.”

The tough climate has dented previously
solid relationships. “Trust needs to be re-es-
tablished and this will take time,” comments
Lawrence Webb, global head of trade and
supply chain, HSBC. “We continue to work
closely with our partners, despite the cur-
rent challenging environment. We all also
need to fundamentally understand supply
chain financing and all the partners within

it — from the large buyers to the smaller
suppliers.”

Buyers with strong credit are actually in
a much better position than in the past,
Ahearn asserts. “Because of their finan-
cial strength they will be able to con-

tinue to trade on open account and also
extract more value from their suppliers,”
he says. “Companies that are in a weaker
position will find themselves being forced
to move back to traditional bank products
such as letters of credit. This situation is
going to be further impacted by the fact
that many factors and trade insurers have
also left the market or downsized their
exposure.”

In this environment, says Ahearn, supply
chain financing automation has become
much more of a priority for all involved.
“All of the metrics to drive better working
capital are creating the need for greater
transparency and quick and efficient
processing of transactions,” he points
out. “This has been a trend over the last
couple of years but has taken on more of
an urgency.”

Tan believes it is time for the industry

to take stock. “I look at this crisis as a
window for us to reflect on the past and
develop future cooperative framework
between trade finance banks, credit insur-
ers, multilaterals and government agen-
cies,” he says.

To learn more...

Demand or supply: Will the shortage of
trade credit reverse globalisation?
Wednesday 16 September — 09:00-10:00

Financing the supply chain in Asia: The
weakest link?

Wednesday 16 September — 16:00-17:00
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Sibos 20095 onc
The exhibition

With over 170 companies from around the world, the Sibos exhibition in Hong Kong will be the largest it
has held in the Asia Pacific region. Over 90% of all Sibos participants visit the Sibos exhibition at some
point during the week and there is a strong link between the conference and the exhibition. Visitors will
be able to explore a diverse range of innovations, receive in-depth demonstrations of vendor products
and services and dialogue with solution providers on the key themes of the Sibos conference.

Poll reveals appetite for new relationships

Financial institutions pursue new transaction partners, says Barclays.

hree quarters of financial institutions

globally will explore the possibility of es-
tablishing new transactional banking relation-
ships over the next 12 months, according
to a survey recently conducted by Barclays
Commercial Bank. Moreover, the research
found that 28% of financial institutions are
looking to change and/or add a “wide range”
of banking partnerships to their portfolio of
preferred partners.

This strong desire by global financial institu-

tions to add to their transaction banking rela-
tions was revealed at a series of symposiums
held at leading financial sector hubs London,
Frankfurt, Dubai and Singapore. Barclays re-
ported that London had the greatest number
of financial institutions “looking extensively”

for new transactional banking arrangements.
More than 160 representatives of financial in-
stitutions were polled across the four events.

According to the survey, the standard of
service and transaction processing (43%) is
the most important consideration for financial
institutions when choosing commercial
banking partners. The second most impor-
tant factor cited by survey respondents was
the general performance of the bank (33%),
followed by product suite (15%) and concen-
tration of banking risk (11%).

Bank-to-bank

“These results suggest that there is huge op-
portunity for those banks that are proactive
in their drive to bring in new bank-to-bank
business,” said Colin Nutt, head of financial
institutions at Barclays Commercial. “We're

“We’re seeing
a renewed
confidence
amongst
financial
institutions
and therefore
greater

focus on
growth and
longer-term
strategic
relationship
building.”

Colin Nutt, head of financial
institutions, Barclays
Commercial

seeing a renewed confidence amongst finan-
cial institutions and therefore greater focus
on growth and longer-term strategic relation-
ship building.”

Survey respondents also acknowledged the
scale of the unprecedented changes in the
financial sector over the past 12 months of
turmoil. A total of 60% predicted that new

regulations would have a significant impact
on their banking relationships, while 85% of
those polled agreed that the “changing dy-
namics of the regulatory environment” would
affect the whole sector hugely.

Barclays also asked financial institution
executives about the future development
of predicted trends in bank pricing and
operations. A total of 49% of respond-
ents said charging for intraday liquidity
could become market practice within the
next two years, while 15% ruled out this
change. More than three quarters of re-
spondents (76%) claimed their bank is not
actively considering outsourcing payment
processing.

www.sibos2009.com

In brief

M Agricultural Bank of China (ABC) and
Deutsche Bank are entering a partner-
ship to facilitate multicurrency trade and
payment flow across mainland China,
Hong Kong and Taiwan. ABC, exhibiting
at Sibos for the first time this year, will
present its full business capabilities —
including cash and liquidity management,
trade finance, QFll custody, payment and
clearing and money markets.

B Expertus, a payment solutions pro-
vider and SWIFT Regional Partner, has
received the 2009 SWIFTReady Gold
Label for exceptions and investigations
(E&I) for its Monetis Global Payment
Solution (MGPS). This is the third con-
secutive year that Expertus has earned
the Gold Label certification.

B SmartStream returns for its ninth year at
Sibos, It will be demonstrating solutions
offering new levels of scalability and flex-
ibility in post-trade processing through
innovative delivery models, including soft-
ware- as-a-service, and industry utilities
that encompass the entire middle and
back office as well as reference data.

l Sterci, an international straight-through-
processing software provider, has
announced the opening of a new office
in Hong Kong, as part of a continued
expansion into the Asia-Pacific region.
“Our direct presence in Singapore will
significantly improve our relationship with
existing and potential customers,” says
Etienne Savatier, international sales and
marketing director. “Sterci Asia will be
our sales and services hub in the area.”

B Wells Fargo’s wholesale banking
division is set to launch a new Mobile
Cyberlnquiry service for its correspond-
ent banking customers at Sibos this
year. The service is designed to give
customers the ability to access their
account information anywhere and
anytime. In addition, Stuart Roberts,
managing director and head of Wells
Fargo’s supply chain group, hosting a
luncheon at Sibos on 14 September
titled ‘Supply Chain Financing Opportu-
nities in a Credit Constrained World'.

B Romanian firm CEC Bank and the
Romanian Ministry of Public Finance
have completed the upgrade of their
payment systems to become SEPA-
ready, using Business Information
Systems’ gPaylntegrator solution.

W Kofax, a provider of capture and ex-
change solutions, has announced that it
will provide one of Europe’s largest finan-
cial services firms with a document cap-
ture service. The new client will use Kofax
software to capture, classify, extract and
perfect data from more than two million
medical insurance documents, includ-
ing medical records, clinical trial results,
customer claims and contracts, received
annually within its insurance division.
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SunGard to reveal new services and accreditations

SWIFT labels and new enhanced products to be announced at Sibos.

transform MT and ISO 20022 messages,
while helping to reduce development costs
and time-to-market.

In brief

M Accuity, a provider of payment routing
data, anti-money-laundering (AML)
screening software and services, has
launched a series of new products to
enhance efficiency and security in pay-
ments. These include a Screening Alert
Report Service to its suite of compli-
ance solutions. The service provides
a consolidated bi-weekly report of
the latest caution list updates from
regulatory agencies around the world,
offers an in-depth analysis of the new
or changed listings and recommends
screening rules to assist regulated firms
in managing AML operations effectively.

inancial services and technology provider

SunGard will announce four new prod-
ucts and enhancements at this year’s Sibos,
including the launch of a new enterprise
banking suite (EBS).

SunGard has also partnered with Regula-
tory DataCorp (RDC) to extend its Ambit
Risk and Performance suite, by adding over
400 government watch lists from around the
world, lists of politically exposed persons
and risk-related media information from over
6,000 publications. The data will be sourced
from RDC’s GRID database and has been
integrated into Ambit’s anti-money launder-
ing solution. The solution offers watch list
checking, transactions monitoring, case
management, regulatory reporting and public
source risk-relevant data.

“The company has
become one of the first
to use SWIFT’s new
Standards Developer Kit
(SDK) with the launch of
Ambit Messaging Hub
1.6.”

SunGard Ambit EBS for retail banks al-

lows the refocus of their operations around
customers without having to replace legacy
projects or cause major disruptions to ongo-
ing core business activities. The product is
based on SunGard’s Infinity solution, a front-
end platform that integrates all information
and processes relating to customer sales,
service and transactions. It can also leverage
and consolidate information from existing
enterprise applications, data and processes.

In addition, SunGard has been awarded
three SWIFTReady labels for its Avant-
Gard payments and treasury solutions.
For the third consecutive year, the Avant-
Gard solution has been awarded the
SWIFTReady accreditation for corporates’
treasury and the SWIFTReady accredita-
tion for corporates cash management.
This year, the company’s AvantGard
Treasury solution has also been recog-
nised with the SWIFTReady accreditation
for corporates’ treasury.

Anti-money laundering

SunGard will also unveil its new watch list
checking online compliance solution for
corporations, part of its Ambit anti-money
laundering solution suite. Available through
SunGard’s Infinity software-as-a-service
platform, Ambit Customer Due Diligence will
help corporate risk and compliance offic-
ers maintain compliance with domestic and
international regulations and sanctions, with-
out adding a large technology footprint.

M Financial outsourcing firm Broadridge
Financial Solutions has completed
updates to its SWIFT Service Bureau
to provide connectivity to the Euroclear
Common Communication Interface
(CCI), part of the Euroclear Single Plat-
form harmonisation initiative. Broadridge
is now supporting its first customer,

a German private bank, in the testing
phase of this service.

The company has also become one of the
first to use SWIFT’s new Standards De-
veloper Kit (SDK) with the launch of Ambit
Messaging Hub 1.6, the latest release of
its consolidated financial messaging solu-
tion. By using SDK, clients are able to offer
quality-certified message definitions and
powerful XML tools to parse, validate and

Critical mass in sight for
Europe’s single markets

Payments and securities infrastructures
central to Eurosystem at Sibos

ow banks and their customers can benefit from

Europe’s two major financial infrastructure projects
— SEPA and T2S — will be the focus of the Eurosystem’s
presence at this year’s Sibos.

The Eurosystem, comprising the European Central Bank
(ECB) and the national central banks of all eurozone
countries, claims TARGET2-Securities (T2S) can result in
a “transformational change” in Europe’s financial markets.

As a platform for neutral, borderless, multi-currency
securities settlement, T2S will be a major step toward the
European Commission’s plan for a single European secu-
rities market, according to the Eurosystem, because it will
remove many of the Giovannini barriers to cross-border
clearing and settlement, as well as acting as a catalyst for
further harmonisation in post-trading services.

The economies of scale achieved by migrating European
securities settlement to a single state-of-the-art platform
will, the Eurosystem asserts, bring three major benefits to
the market participants:

M significantly reduce costs of domestic and, in particular,
cross-border settlement to levels equivalent to the US;

I creation of a single pool of pan-European securities,
accessible regardless of the location of the central
securities depository (CSD), issuer or counterparty;

M increased efficiency of collateral management and re-
duced liquidity needs, providing banks with the ability to
optimise their financing across all European securities.

With 27 CSDs from 25 European countries having signed
a Memorandum of Understanding with the ECB in July,
T2S appears on track to achieving a very high level of
transaction volume.

SEPA, the Single Euro Payments Area, is also well on its
way to achieving critical mass. When complete, SEPA
will allow banks’ retail and wholesale customers to make
euro payments to any beneficiary located anywhere in the
euro area using a single bank account and a single set

of payment instruments. The abolition of differences be-
tween national and cross-border euro payments will drive
competition and innovation and thus bring about better
services, according to the Eurosystem.

SEPA credit transfers and cards have been available for
more than 18 months, but SEPA direct debits will start their
one-year roll-out on 1 November 2009, following the adop-
tion of the Payment Services Directive into national law.

EURO1/STEP1 Directory
Increases service reach

Third party banks now increasingly accessible.

BA CLEARING has announced that its new EURO1/STEP1 Directory lists

close to 2,400 reachable banks, in addition to the 10,000 participating
banks’ BICs, a year after the agreement jointly to deliver the Payments Direc-
tory was signed by EBA CLEARING and SWIFT at Sibos 2008. This means
that participant banks are now able to use EURO1/STEP1 for the routing of
transactions to close to 7,500 additional BICs across the world. This represents
an increase in the reach of the EURO1/STEP1 Services by almost 75 percent.

EBA CLEARING developed this Payments Directory in co-operation with
SWIFT in order to support participants in EURO1 and STEP1 in their routing
of payments to third party banks that are clients of EURO1/STEP1 Banks.
The Directory allows the originator banks to identify the EURO1 or STEP1
Banks through which the beneficiary banks can be reached.

“By integrating the new Directory in their back office applications, participant
banks are able to address a growing number of third party banks through
EURO1/STEP1,” said Alan Taylor, Director, EURO1/STEP1 Services.

All participants and sub-participants in EURO1/STEP1 can subscribe to the
EURO1/STEP1 Payments Directory via the SWIFT Directories ordering web-
page on www.swift.com. Updates to the Directory are available for download
on a monthly basis. Subscription and submission of data to the Directory are
free of charge for participant banks.

SEPA Direct Debit

The company has also confirmed that preparations for the launch of its
SEPA Direct Debit Services on 2 November are fully on track. The first three
scripted testing windows in May, June and July were successfully completed
by 19 banks for the STEP2 SDD Core Service and by 15 banks for the
STEP2 B2B Service.

In order to optimally support the implementation and launch of the STEP2 SDD
Services and the SEPA schemes, the future users of the services have set up
a dedicated STEP2 SDD Implementation Forum open to participants from all
STEP2 SDD testing banks. It will hold a first conference call shortly after Sibos.

Il Business news and information pro-
vider Dow Jones has launched the
Dow Jones Sanction Alert, a highly-
structured data feed that helps financial
institutions worldwide manage the im-
pact of enhanced international payment
formats by dramatically reducing false
positives and duplicate alerts without
increasing exposure to risk.

M GlobeTax, a provider of withholding
tax recovery and market reference data
services, has launched a US version of
its tax reclaim service. GlobeTax can
now provide tax reclaim services to in-
vestors who have been over-taxed with
a refund payment typically expected
within six weeks from filing. The com-
pany has also been granted permission
by the SWIFT US National Member
Group to have its own BIC address on
the SWIFT network. The new GlobeTax
BIC, GBSIUS33, provides a low-cost
and reliable destination for SWIFT users
who require tax reclamation services.

I Five Indian banks — Bank of India, Central
Bank of India, Oriental Bank of Com-
merce, Union Bank of India and United
Bank of India — will be participating in the
Indian Banks’ Association (IBA)’s ‘India
Pavilion” at Sibos 2009. The five banks
will be showcasing their international
products and services at the event. The
theme of the banks’ presentations will be
that the recent financial crisis has brought
out the best in India, which is regarded
as one of the fastest growing economies,
thanks in large part to its financial system.

B T and business services company
Logica’s messaging hub, FASTWIRE
Open, can now process over five million
SWIFT FIN messages per day, a high-
performance benchmark test has re-
vealed. The test was carried out in con-
junction with a tier-one banking client,
one of world’s largest users of SWIFT.
“The client that participated in this test
has proven that its future FASTWIRE
Open-based messaging platform will
support significant growth in its mes-
saging traffic,” said Tim Brew, director of
global financial products at Logica.

B NCS, an information technology and
communications engineering service
provider, has received the SWIFTReady
E&l label for 2009 to ECP-PowerX, an
exceptions and investigations (E&l) so-
lution developed by NCS China. China
Everbright Bank became one of the
first banks to register for the SWIFTNet
E&l solution and is also among the
first financial institutions to deploy
SWIFTNet E&l system in China.
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Exhibition

Raiffeisen to automate
investigations with Swissrisk

FINTRACE

‘Plug and play’ version to be launched at Sibos.

Raiﬁeisen International Bank, a subsidiary
of Austria’s RZB Group, is automating
its investigation processes using Swissrisk
Financial Systems’ FINTRACE solution.

The product will be implemented across
Raiffeisen’s 15 network central and eastern
European banks, replacing manual investiga-
tions with a case management process that
supports SWIFT, email and fax communica-
tion, and connects directly to the bank’s
reconciliation application. The implementa-
tion will also enable Raiffeisen to use the
SWIFTNet Exceptions and Investigations
ISO 20022 XML-based workflow. FINTRACE
can be used to automate investigations into
payments, securities, foreign exchange and
money market transactions.

FINTRACE's functionality, flexibility and
‘strong association” with SWIFT were key
selection criteria, according to Pierre Brisse,

“FinTRACE Express
targets small
institutions which aim
to dramatically improve
their investigation
handling with limited
budget.”

Dirk Vesper, vice president, product management,
Swissrisk

Sterling receives SWIFReadl

general manager, Centralised Raiffeisen In-
ternational Services and Payments, Raiffeis-
en‘s Romanian shared services centre. “Our
continued drive to best serve our customers
and stay at the forefront in the fast develop-
ment of the payments industry led us to opt
for FINTRACE,” he said.

FinTRACE Express

Swissrisk will launch a ‘plug and play’ ver-
sion of its FINTRACE product at Sibos, where
it can be seen at the firm’s exhibition booth,
1C13.

FiInTRACE Express allows customers

with limited investigation volumes to au-
tomate their payments investigation and
exception processes. The application sup-
ports the newest XML-based standards for
SWIFTNet Exceptions & Investigations as
well as SWIFT FIN standards, and is shipped
with a pre-configured set of rules which
allow for faster implementation and a
reduced set of required services.

“FINTRACE Express targets small institu-
tions which aim to dramatically improve their
investigation handling with limited budget,”
said Dirk Vesper, vice president, product
management, Swissrisk. “These institutions
benefit from the comprehensive case man-
agement workflows of FINTRACE without the
need of complex project-related parameteri-
sations and interface development.”

label for fourth year running

Sterling Commerce’s Sterling Integrator 5.0 product has been
awarded the 2009 SWIFTReady label for Financial EAI (enterprise
application integration) for the fourth year in a row.

terling Integrator 5.0 enables the end-

to-end management of financial data
exchange across business processes on a
single platform. It forms part of the Sterling
Business Integration Suite, a set of tools for
management integration.

“The industry has gone
through a bit of a grinder
over the last 18 months.”

Richard Spong, industry marketing manager, financial
services, Sterling Commerce

Sterling will be attending this year’s Sibos

for the eighth consecutive year and expects
issues around cutting technology costs and
customer retention to figure high on the
agenda. "It is going to be a little different from
Vienna last year, because the industry has
gone through a bit of a grinder over the last
18 months or so,” says Richard Spong, in-
dustry marketing manager, financial services,
Sterling Commerce. “There has always been
an element of cost reduction in the require-
ment for our solutions, but this has become
more dominant in the past year as clients
look to reduce their cost base,” he says. In
this regard, Sterling Commerce will be unveil-
ing an analysis of how banks’ approach to
outsourcing and their appetite for outsourcing
payments traffic in particular has changed.

In brief

B NTT DATA Getronics Corporation,
a SWIFT Partner in the Asia-Pacific
region, has received SWIFTReady
Services certification for exceptions
and investigations (E&I) and SWIFT
for Corporates. The new certification
complements the company’s SWIFTNet
Infrastructure accreditation. NTT DATA
Getronics has exhibited regularly at
Sibos since the 2000 event in San Fran-
cisco. It is sharing a booth with NTT
DATA Corporation, a Japanese pay-
ment and settlement systems provider.

M Financial technology firm Polaris Soft-
ware Lab has released a white paper
ahead of this year’s Sibos in Hong Kong
on the role of central counterparties
and processing of OTC derivatives. In
the paper, Polaris explores the role of a
central counterparty and how its use can
be applied to the OTC derivatives market
to mitigate clearing and settlement risks.
It also makes recommendations on best
practice for central counterparty models.

B Power Payments Technologies
(PPT), a provider of SWIFT exceptions
management solutions, has announced
the launch of a new service to facilitate
bi-lateral testing of exceptions and
investigations by banks and corporates.
The service will help firms who need to
prepare themselves for the industry-wide
migration to ISO 20022 based excep-
tions and investigations standards.

M [T vendor PROFILE will showcase the
new modules developed in FMS, its inte-
grated investment services platform that
manages advanced banking, investment
management and financial operations. In
addition, FMS/Islamic Banking, launched
last year and fully compliant to Shariah
requirements, has been upgraded with
new products and processes after a
successful live implementation at one of
the largest banks in North Africa.

M SunTec, a provider of relationship-
based pricing and centralised billing
solutions, has launched an industry-
independent solutions platform for port
operations billing, designed to auto-
mate payments for vessels and cargo.
The new mechanism has already been
implemented for a leading port opera-
tor in the Middle East.

B IMEX, the trade finance banking system
from global trade solutions provider
Surecomp, has been awarded the
SWIFTReady Trade Finance 2009 label
status for the 11th consecutive year.
IMEX is designed for use by global,
regional and local banks with high
volumes of trade finance activity.

 Synergy Financial Systems, a
UK-based SWIFT service bureau and
financial messaging solutions provider,
has increased capacity and security
following an infrastructure and power
upgrade. Synergy provides support
and hosting services to more than 50
banks, fund managers and corporates.

Trace integration
products achieve
double

Cloverleaf finance and
Transformer awarded
SWIFTReady labels.

race Financial’s Cloverleaf finance and

Transformer messaging integration prod-
ucts have been re-awarded the SWIFTReady
Financial Enterprise Application Integration
(EAI) and Messaging Data Services (MDS)
accreditation labels respectively. Trace
Financial is the only SWIFT solution provider
to have product offerings achieving both
SWIFTReady Integration labels.

Transformer is a Java and XML-based
message transformation toolkit that incor-
porates ready-built dictionaries for a range
of standards, including SWIFT, FIX, CREST
and TRAX2. Cloverleaf finance incorporates
development, implementation and monitor-
ing tools to provide seamless enterprise data
and application integration, both internally
and with external services.

Updated SWIFT validation criteria for the
labels include support for the full SWIFT
message library for both ISO 15022 and ISO
20022, including syntactical and seman-

tic rules, as well as incorporating market
practice compliance and usage guidelines.
Additionally, for the MDS label, products
must demonstrate implementation of specific
MT-MX mapping rules as defined by SWIFT
in support of standards co-existence, and
be deployable as a service for use by other
applications.

“The Transformer product continues to
impress us in its ability to solve complex
financial messaging issues,” said Eric Meir-
laen, responsible for solutions and market
management at SWIFT. “The fact that
Transformer can be deployed in any techni-
cal architecture means that all customers
can benefit from its capabilities within their
existing infrastructure.”

Cloverleaf finance has now held its label

for eleven years. “Cloverleaf’s SWIFTReady
accreditation for eleven years reflects on the
quality of our staff, our commitment to world-
leading technology and excellent customer
service,” said Nick Tonge, director, sales and
marketing, Trace Financial.
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Embracing the future

Continued growth, efficient operations, success in challenging markets — all while keeping
infrastructure costs low. That's what you want for yourself and your clients and what
drives our relationship with you.

When you partner with Citi, you gain access to an unparalleled global network, advanced
technology and award-winning solutions that provide greater control, visibility and
optimization. We'll help quide your business, locally and globally, through complex market
and requlatory conditions — so you can reach your goals today and in the future.

Because staying ahead takes thinking ahead, that's why Citi never sleeps.

Please visit us at Sibos, Booth #1GO7 and at www.sibos.citigroup.com.

GLOBAL TRANSACTION SERVICES
treasury and trade solutions

securities and fund services

Citi never sleeps”
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