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Breaking down the Wall

After years of false starts, half measures and 
regulatory reversals, it looks like 2019 is 
the year that the Chinese securities lending 
market finally opens up for international 

participation. Nick Lord reports on the latest 
moves that suggest the year of the pig could be 
one to remember.

On January 31st, just as China was about to 

break away for the annual lunar New Year 

festivities, the China Securities Regulatory 

Commission (CSRC), announced a slate of 

new, draft regulations that expanded access 

to Chinese domestic equity markets for those 

investors who operate under the QFII regime. 

They have doubled the total quota to $300 

billion and merged the dollar and offshore 

renminbi (RQFII) regimes. 

They also relaxed the rules on domestic fixed 

income securities lending and repo, so as to 

essentially give foreign and domestic investors 

the same access to the markets. They also 

announced that QFIIs can participate in equity 

securities lending and margin trading.

Many are now optimistic that after years of 

delays, 2019 could be the year in which finally, 

full access to Chinese stock lending could 

become a reality. 

“There have been several announcements 

in the last few months about development 

of and continued liberalization in access to 

the China repo market,” says one leading 

securities services banker in Hong Kong. 

“We expect the initial levels of access, 

which already exist for certain channels 

and counterparty types, to increase quite 

significantly over the course of 2019.”

The announcement has come after years of 

lobbying by international banks and brokers, 

who have been clamouring for increased 
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access to the domestic Chinese equity market. 

Spearheading much of that effort has been 

Asifma, the Asia Securities Industry and 

Financial Markets Association. 

“Global institutional investors are greatly 

encouraged by the increasing speed of 

market reforms in China,” says Lyndon Chao, 

Managing Director and Head of Equities at 

ASIFMA in Hong Kong. “Key areas of prior 

concerns such as high numbers of trading 

suspensions and market intervention via 

window guidance have all been addressed at a 

pace which surprised the industry. 

“As investment channels into China’s 

A-share market continue to improve and as 

effective and efficient hedging instruments 

become more readily available to institutional 

investors, substantial capital flows into China 

can be expected to continue to increase.”

Equity market players have enjoyed a slow 

but steady opening of the domestic Chinese 

market in recent years. The Stock Connect 

system dramatically improved access to the 

domestic Chinese equity markets at the end 

of 2014. This added another dimension to 

the existing QFII quota system, which had 

been in place for more than a decade. In 

2018, after a long gestation period, Chinese 

A-shares were included in the MSCI Emerging 

Markets Indices. This further incentivized 

global institutional investors to increase their 

exposure to Chinese domestic equities.

The overall policy aim of this process of 

liberalization is to make the Chinese capital 

markets, in their broadest sense, more 

institutionalized. With more institutions 

determining market directions, and less retail 

volatility, the Chinese equity markets can 

better serve the national interest. 

Despite this overall direction of travel, there 

had been one glaring omission: securities 

lending. This activity was heavily curtailed 

after the equity market crash of 2015. But it 

was always likely to become the next major 

area of the Chinese market to open up, 

according to banks and experts in the region. 

At the start of the year, experts in the 

industry were already indicating that 

changes were in the pipeline. Speaking to 

The overall policy aim of this process of liberalization is to 
make the Chinese capital markets, in their broadest sense, more 
institutionalized. With more institutions determining market 
directions, and less retail volatility, the Chinese equity markets can 
better serve the national interest. 

Global institutional investors 
are greatly encouraged by the 

increasing speed of market reforms 
in China

Lyndon Chao, ASIFMA
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Global Investor at the beginning of the year, 

one executive from the Pan Asia Securities 

Lending Association (PASLA) noted that 

“the development of an efficient securities 

lending model in China is an obvious focus for 

PASLA and one to which we have devoted a 

significant amount of time in 2018. 

“It’s fair to say that all Chinese authorities 

involved in our discussions have been both 

engaged and incredibly helpful. This is an 

exciting area of growth to be involved in as we 

enter 2019.”

The timing could not have been more 

auspicious for this new round of structural 

reform. After all, the Chinese equity markets 

were the worst performing major equity 

markets in the world in 2018, with the MSCI 

China A share index down 20.4% during the 

calendar year. A pre-condition for reform of 

securities lending, which some in China still 

see as being a licence for short sellers, would 

have been depressed equity markets. 

Two further considerations were also 

apparent in the Chinese authorities’ decision. 

Firstly, the economic modernization 

programme of President Xi has caused some 

to worry about the high levels of domestic 

debt. A shift from debt financing to equity 

finance was already a policy goal. But to get 

international equity into the market, they had 

to allow investors more flexibility once they 

were owners of stock. Secondly, behind the 

scenes there is the ongoing trade negotiations 

with the US and increasing access to domestic 

Chinese markets for financial services 

companies is a large part of the negotiations. 

These new draft regulations need to be seen 

in this geopolitical context. 

92 Stocks

This is not to say that the securities lending 

has been completely absent from the Chinese 

market. The regulations in force on securities 

lending were promulgated by the CSRC 

in 2015 – and will remain in force until the 

new draft regulations come into play. Those 

regulations allow the Shanghai and Shenzhen 

stock exchanges to publish a joint list of 92 

of the largest stocks that are available for 

borrowing. However, this is a tiny subset of 

the overall market. At the time of going to 

press, there were 2141 companies listed on the 

Shenzhen Stock Exchange and 1460 on the 

Shanghai Stock Exchange. Moreover, there is a 

daily quota for the cumulative value of shares 

that can be lent. That daily quota has never 

been met. 

Added to the volume restriction on what 

shares can be lent and borrowed, there are 

constraints on who can do the borrowing. 

The CSRC imposes both qualitative and 

quantitative tests on potential borrowers. As a 

result of this, the market for securities lending 

is small. For instance, according to figures 

from the Chinese Securities Finance Company 

(CSFC), there is Rmb6 billion ($890 million) 

outstanding in the domestic securities lending 

market. But that compares with Rmb460 

billion outstanding in the margin lending 

market. Clearly the authorities have prioritized 

activities they perceive to be supportive of 

stock market growth. But after the last year of 

The arguments had been strongly made to the Chinese regulatory 
authorities that securities lending adds liquidity to markets and 
allows hedging tools. Both of these are vital if the country is to attain 
its policy goal of increasing the institutionalization of the domestic 
equity markets and shifting from debt to equity finance as the engine 
of growth.
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poor performance that is now due a rethink.

The arguments had been strongly made 

to the Chinese regulatory authorities that 

securities lending adds liquidity to markets 

and allows hedging tools. Both of these 

are vital if the country is to attain its policy 

goal of increasing the institutionalization of 

the domestic equity markets and shifting 

from debt to equity finance as the engine 

of growth. “Our continued co-operation 

with ASIFMA has helped to build on our 

understanding of how securities finance 

already worked in China and where we 

needed to go,” says the executive from Pasla. 

“Conversations with all relevant parties on 

the exchange and regulatory front focus 

on collaboration and working together. 

Approaching it from that perspective, and 

understanding what can work and what can’t 

work, is key to advocating changes to the 

existing rules.

Market experts urge caution, however, 

and say that it would be wrong to expect 

a full liberalization of securities lending. In 

particular, the draft regulations stipulate that 

only those who meet the QFII standards 

can undertake securities lending: it is not 

open to every investor. “The regulators will 

do everything in their power to maintain the 

stability of the market,” says Simon Zhang, a 

partner at law firm Linklaters in Hong Kong. 

“In particular they will not want to lessen the 

rules on who can borrow. We think it is too 

early for them to reduce the quality of the 

test on borrowers. According to the latest 

consultation draft published by CSRC [on 

January 31st], QFIIs will be able to participate 

in margin trading and securities lending.”

Other market experts agree that any opening 

will be slow, gradual and dependent on the 

overall maturity of the market. “In China, the 

market is not completely mature - and you 

need it to be mature for a fully open securities 

lending market,” says David Raccat, CEO 

and founder of Wematch a securities finance 

platform based in London. “But they are 

definitely making moves to open it further.”

Having opened the door wider to allow 

international investors into the domestic 

securities lending market, the next path 

for further reform will be to increase the 

number of stocks that can be lent. It will also 

become clear if domestic or foreign owned 

Chinese securities houses can be involved 

in the securities lending business, or if it will 

have to go through the CSFC. These issues 

will be clarified over the coming weeks and 

months. But whatever happens, 2019 looks to 

be an incredibly exciting year for the Chinese 

securities lending market. 

The regulators will do 
everything in their power  

to maintain the stability  
of the market

Simon Zhang, Linklaters
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What were the notable market  

developments across Asia in 2018?

There was plenty of activity on many fronts 

in 2018 that has certainly kept PASLA busy 

– which should not be surprising as one 

contemplates the 9 active, 2 onshore & 2 

emerging markets that span our geography 

across the region. Highlights include PASLA 

& ASIFMA working closely with HKEx to 

discuss the development/evolution of 

securities lending model through HK/China 

Connect as China continues to assess the 

further opening up of its financial borders to 

foreigners.  

Philippines (PSE) is contemplating & 

designing their local short-selling mechanism, 

hopefully being ready for 2019.  PASLA 

provided several workshops - providing 

education to market participants on many 

advantages that the introduction of short 

selling and the refinement of their domestic 

lending program would bring to the market.  

Singapore (SGX) settlement from T+3 to 

T+2: PASLA is collating market information 

to provide feedback to the SGX on the 

challenges that have resulted from the new 

settlement period.  PASLA plans to meet 

with the SGX and suggest possible solutions 

to increase liquidity and efficiency within 

the market in 2019.  Similar to Singapore, 

Malaysia (Bursa) requested feedback on a 

settlement cycle move from T+3 to T+2.

Global Investor caught up with PASLA’s chairman Stuart Jones and 
Paul Solway, communications officer, to find out about the trade 
group’s latest focus areas.

Pan Asia Securities 
Lending Association

 Highlights include PASLA & 
ASIFMA working closely with 

HKEx to discuss the development/
evolution of securities lending 

model through HK/China Connect 
as China continues to assess the 

further opening up of its financial 
borders to foreigners.

Stuart Jones, PASLA



Q&A: PASLA

Securities Finance Asia Pacific Guide 2019 •  9

What are PASLA’s key focus  

areas and objectives in 2019?

Over the last two years we have worked to 

rethink the best way that PASLA can work for 

its members and the good of the industry. We 

restructured ourselves and have asked much 

more of people that want to be involved in 

PASLA. One of the most important changes 

we have reiterated to the Board is to forgo 

any competitive dynamics that may exist and 

remember that we are board members of 

PASLA working together for the development 

of the industry - not for any individual 

agendas. We can comfortably say that every 

person that sits on the Board sits there for 

PASLA and for the good of the industry.

The net effect is not just the rollout of 

the new website and how we broadcast 

information to our members, it’s about how 

we engage the decision makers across the 

region and become more visible. We have 

found that our working groups, organized 

by country/subject matter and inclusive 

of relevant experts in addition to board 

members, provide a good starting place. With 

PASLA’s mandate to engage both experienced 

industry people as well as to welcome anyone 

new to the industry or region - we map out 

what the industry needs from a market or 

topic perspective; understanding the needs of 

the whole, as opposed to the needs of a few, 

has been vital to getting in front of regulators, 

authorities, exchanges and decisions makers 

to further develop the industry. 

In addition, we work much more closely 

with ASIFMA, where we have significant 

overlap in the regional ‘asks’ of our 

respective membership groups. Working in a 

collaborative fashion and leveraging each 

other’s strengths, rather than acting in 

isolation, has been both effective and 

powerful in achieving our collective aims.

Our first 2019 priority is of course our 

conference in Sydney, which we hope will 

be as successful as Hong Kong in 2018; 

we have a packed & exciting agenda with 

exciting new (and old) faces who will be 

reviewing, discussing & debating important 

developments, trends and issues that the 

industry as a whole faces today and down the 

road. 

It’s fair to say that we now have ongoing 

dialogues with all active markets across 

Asia which we will continue to further in 

2019. But we don’t stop there, as we are also 

engaged and focused on supporting China, 

Philippines, Indonesia & India. We’ve even had 

preliminary conversations with Vietnam and 

Cambodia.  Another important aspect that 

we are contemplating in 2019 is a standard 

documentation repository for Addendums 

& other regional market idiosyncrasies that 

PASLA members will be able to use as base 

legal templates that will help them navigate 

the region better and more efficiently.

Are you seeing a more diverse  

set of market participants actively  

engaged in PASLA’s work? 

Whilst PASLA fundamentally organises & 

directs initiatives via monthly Board meetings, 

we split topics and/or agendas across 

different work streams that are open to all 

and any of our 59-strong membership. Across 

the active work streams, we have a number 

of banks, brokers, lenders, borrowers – both 

It’s fair to say that we now have ongoing dialogues with all active 
markets across Asia which we will continue to further in 2019. But we 
don’t stop there, as we are also engaged and focused on supporting 
China, Philippines, Indonesia & India.
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domestic & foreign who participate in sharing 

action workloads that help guide, support, 

advocate and respond to the 9 active markets 

and their respective authorities/exchanges.

Our annual conference is also a good 

demonstration in itself of the diverse 

community that helps to shape PASLA 

and enables us to think about the future of 

securities lending across the region. Over the 

past couple of years, tech has been ‘front-of-

mind’ and so a huge influencer and for all our 

attendees – a trend that is only going to be 

even stronger in 2019.

As we all know, lenders hold the key to 

liquidity in this business. So encouraging 

beneficial owners to contribute and be a part 

of PASLA’s messaging is vital to the growth 

and success of this niche industry but also an 

important aspect of the financial eco-system.  

This importance is reflected by our beneficial 

owner panel at the conference this year.

Is regulation still top of the mind for most 

members or has focus been shifting?

The simple answer is yes, regulations 

governing securities lending – whether local 

or global in nature are now a constant force 

within the business – but they continue to 

drive opportunities across the marketplace.

Rules such as the Single Counterparty 

Credit Limits (SCCL), designed to reduce 

interconnectedness among globally systemic 

banks or GSIBs, and changes such as the 

increasing use of pledge models over title 

transfer in securities lending continue to push 

and pull the market in different directions. 

Under a pledge model, the borrower benefits 

from a lower capital charge (on Risk Weighted 

Assets) for collateral provided because there 

is no transfer of title; as market participants 

execute upon these new solutions to existing 

challenges, revenue streams will not only be 

maintained but enhanced.

As above, locally there are new settlement 

cycles in regional markets such as Japan, 

Singapore and Malaysia, where the industry 

is moving to the trade day-plus-two 

(T+2) convention from a T+3 settlement. 

Participants across Asia are working to ensure 

that the necessary processes are in place 

operationally and commercially to make this a 

reality.

Specifically, can you outline what the 

group is doing on the ground to aid the 

development of securities finance in China?

The development of an efficient securities 

lending model in China is an obvious focus 

for PASLA and one to which we have devoted 

a significant amount of time in 2018.  Our 

continued co-operation with ASIFMA has 

helped to build on our understanding of how 

securities finance already worked in China 

and where we needed to go.  Conversations 

with all relevant parties on the exchange 

and regulatory front focus on collaboration 

and working together. Approaching it from 

that perspective, and understanding what 

can work and what can’t work, is key to 

advocating changes to the existing rules. It’s 

fair to say that all Chinese authorities involved 

in our discussions have been both engaged 

and incredibly helpful. This is an exciting area 

of growth to be involved in as we enter 2019. 

The development of an efficient securities lending model in China 
is an obvious focus for PASLA and one to which we have devoted a 
significant amount of time in 2018.  Our continued co-operation with 
ASIFMA has helped to build on our understanding of how securities 
finance already worked in China and where we needed to go.
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2018 has been a transformational year for  

J.P. Morgan’s Agency Securities Lending 

business, with an organisational realignment 

and hiring plan to better reflect client 

demands and market nuances in the three 

global regions. Our focus has been on 

ensuring that we provide relevant expertise 

to our local client base and the counterparts 

that we deal with, whilst maintaining global 

excellence. The changes we have made to our 

business ensure that we have a full front-

to-back offering in each region, allowing 

for in-region strategic decision making and 

timely resolution of any client queries. This 

realignment was well received by our clients 

globally as evident with J.P. Morgan Agency 

Securities Lending being announced as the 

winner of Global Investor’s Annual Beneficial 

Owners’ survey in 2019*. 

This realignment is especially significant 

within Asia Pacific, which represents a high 

growth region for us with an established 

and expanding client base comprising asset 

managers, central banks, pension funds 

and sovereign wealth funds. By building 

out our product proposition across the 

different Asia Pacific markets and investing 

in our technology and operations footprint 

Regional focus, global strategy. 
The future of Agency  
Securities Lending

* J.P. Morgan’s Agency Securities Lending business recorded the highest joint total across the 
three main regions for the weighted category, with a total of 17.56 (6.15 in the Asia-Pacific, 
5.72 in the Americas and 5.69 in EMEA). The US lender was even stronger in the unweighted 
category where it achieved the highest global total score of 18.88 (6.60 in EMEA, 6.53 in Asia-
Pacific and 5.75 in the Americas).

By Ed Bond, Head of Agency 
Securities Lending and 
Collateral Management, Asia 
Pacific, J.P. Morgan.
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throughout the region, we can constantly 

adapt to our clients’ needs. 

Globally, under the leadership of Ben 

Challice, J.P. Morgan’s global head of Trading 

Services, some of the initiatives we have 

focused on of late include well-publicised 

developments in the market:

Collateral Pledge 

There remains a continued push from 

borrowers for agency securities lenders to 

provide financial resource-efficient solutions 

to their financing needs. In response to 

this, J.P. Morgan Agency Securities Lending 

introduced its collateral pledge structure 

during Q4 2018.

J.P. Morgan is the first securities lending 

agent to create a scalable, holistic solution 

with multiple counterparties collateralizing 

with J.P. Morgan as a tri-party agent. This 

transformative initiative enables borrowers 

to reduce their counterparty Risk-Weighted 

Assets (RWA) footprint and allows them to 

face a broader range of beneficial owners. As 

borrowers pursue capital-efficient products 

(securities collateral via a pledge as opposed 

to a title transfer basis), this drives discussions 

with our lending clients who continue to seek 

additional returns on their assets.

For beneficial owners that adopt J.P. Morgan’s 

collateral pledge structure, there is the 

potential to share in any capital benefits 

a borrower may have through improved 

utilization and returns. It is important to note 

that our beneficial owners have the option 

whether or not to participate in our collateral 

pledge structure, which is covered under our 

indemnity programme. 

Despite the current lack of any standardised 

ISLA documentation, we have seen some 

of our largest clients sign up for collateral 

pledge.

Next Generation Agency Securities Lending

As clients’ needs evolve rapidly, various industry 

initiatives are creating new sophisticated 

product offerings for portfolio optimization. 

Whilst traditional forms of alpha generation 

remain fundamental, J.P. Morgan Agency 

Securities Lending is embracing innovation 

and looking at the possibility of extending our 

programme to connect counterparties with 

financing or structural trading needs in ways 

that have not been looked at previously. Being 

equally mindful of the capital and regulatory 

implications, we are well-positioned to price 

these trades appropriately so as to optimise 

client returns in parallel to the return on capital 

for our shareholders. 

Technological Innovation

In addition to innovative product development 

offerings, J.P. Morgan continues to reinforce 

its commitment to Agency Securities Lending 

through significant investments in technology. 

Innovation is a priority for the firm as a 

whole—as evident from the US$10.8 billion 

we announced as our planned 2018 firm-

wide technology spend, up 15% from 2017, 

and including more than $5 billion for new 

investments**. 

One such multi-year initiative is our 

investment in a new global proprietary lending 

platform, with the goal of being state of 

In addition to innovative product development offerings, J.P. Morgan 
continues to reinforce its commitment to Agency Securities Lending 
through significant investments in technology. Innovation is a priority 
for the firm as a whole.

**JPMorgan Chase & Co. 2017 annual letter to shareholders.
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the art. Designed to be more than simply a 

trading and analytics platform, it will provide 

pre and post trade functional excellence and 

flexibility, positioning J.P. Morgan for faster 

responses to evolving client, market and 

regulatory demands. 

Just as broker dealers seek financial  

resource-efficient solutions, they also seek 

greater connectivity and levels of straight-

through processing (STP) from agency lenders. 

Whilst automation significantly reduces 

operational costs and risks, it also allows our 

trading teams to focus on more high value 

revenue opportunities and a better overall 

client experience. The analysis of aggregated 

large data sets helps our traders make better 

informed trading decisions and identify new 

revenue opportunities which are aligned with 

each beneficial owner’s investment mandate. 

This also assists our relationship managers in 

explaining performance results to our clients so 

that they can make more informed decisions 

regarding their securities lending programmes.

ESG

As the concept of sustainability gains 

broadening appeal, we see beneficial owners, 

particularly pension funds, increasingly drawn 

to the concepts of environmental, social and 

governance (ESG) and being responsible 

asset owners. As a result, pension funds are 

keen to demonstrate their participation in 

proxy voting. 

In this context, for J.P. Morgan, it is about 

having appropriate dialogue, adding colour, 

and explaining that clients can still be 

responsible to their shareholders without 

necessarily disrupting securities lending 

trades that are generating revenue for their 

portfolio. Rather than recalling a whole on-

loan book, it is our responsibility to make sure 

alternatives are considered and to work with 

clients as their needs evolve. 

We’re also seeing changes in behaviours 

in underlying investment exposures, which 

comes back to ESG. Some funds are taking 

single names or industries out of their 

portfolios. They would prefer participating 

in a lending programme that concurrently 

optimises portfolio returns and satisfies 

commitments to their respective social and 

sustainability goals.

Looking ahead 

In summary, today’s Agency Securities 

Lending market continues to evolve 

with clients’ desire to be responsible 

investors. They are demanding sounder risk 

management practices and new trade ideas 

whilst embracing data and more sophisticated 

technology. Furthermore, we see lenders who 

previously exited their lending programmes 

during the 2008 financial crisis returning to 

the market, along with first-time entrants and 

clients of all types looking to expand their 

collateral acceptance. 

2019 will continue along the themes 

highlighted in this article, with efficiency and 

optimisation being at the forefront.  

J.P. Morgan Agency Securities Lending sees 

exciting opportunities ahead. Our dedicated 

Securities Lending professionals look forward 

to partnering with clients and counterparties 

to provide innovative solutions across both 

the traditional, and alternative, financing 

space. 

In summary, today’s Agency Securities Lending market continues 
to evolve with clients’ desire to be responsible investors. They are 
demanding sounder risk management practices and new trade ideas 
whilst embracing data and more sophisticated technology.
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Securities lending revenues for 2018 were the 

highest since 2008 as demand for equities, 

credits and government bonds have all trended 

higher. The challenge for beneficial owners has 

been that lendable inventory has increased at a 

faster pace than demand which has spread the 

returns over a larger base. The total lendable 

assets reported to IHS Markit crossed $20T for 

the first time in 2018, an increase of 110 percent 

since 2009, while loans out of that inventory 

have only grown by 23 percent. 

As the securities lending market continues to 

grow, strategies for realizing the optimal mix 

of reward and risk exposure have also evolved. 

Accordingly, we are taking a fresh look at the 

measurement of securities lending returns and 

how they are reported to beneficial owners. At 

issue are a lack of clarity on what a peer group 

contains, along with a necessary look at return 

drivers which standard peer group filters lack 

the flexibility to capture. 

Background
In 2003, IHS Markit Securities Finance, then 

known as Data Explorers, pioneered the con-

cept and paved the way for transparency in the 

securities finance industry. Since then the use of 

data within the industry has greatly increased 

and is now used not only for performance 

measurement, but is also embedded in the trad-

ing process from automated programs to the 

management of re-rates and intraday spot-rate 

checks. Securities finance data also powers 

income estimates and projections, highlights 

liquidity and depth of market (particularly for 

fixed income securities) and aids in the estima-

tion of short interest.   

While there has been an increasing use of 

the dataset across the industry, there is more 

ground to cover with regard to the analysis 

of securities lending returns. There have been 

developments and new functionality, but in the 

decade following the global financial crisis, this 

has not necessarily kept pace with the substan-

tial change to the industry and the structure 

of programs. Even the term benchmark, with 

respect to securities finance, may be somewhat 

misleading and, given the focus and reforms 

across financial market benchmarks, a more fit-

ting description which we will use henceforth is 

Securities Lending Performance Measurement.

As the level of divergence and customization 

in lending programs has dramatically increased, 

focus has been on adapting to regulatory 

change, optimal revenue generation on specials 

and maintaining income. From a pure mathe-

New Tools for Securities Finance 
Performance Measurement

By Sam Pierson, director of 
Securities Finance, IHS Markit
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matical perspective, when using average returns 

as the benchmark, there should be an equal pro-

portion of under and over performance. How-

ever, feedback from beneficial owners typically 

yields some variation of the “everyone beats the 

benchmark” refrain. 

Sixteen years on from those early beginnings, 

the time is right for an industry wide focus on 

the issues that drive these outcomes to estab-

lish a global standard so that the industry as a 

whole, its observers and its participants, can 

have confidence that there is one global agreed 

upon methodology. 

data conSIStency
There are different views across the industry 

regarding inventory and lendable assets, which 

can lead to distorting performance measure-

ment outcomes when calculating returns as 

Return to Lendable.  This could mean that two 

identical Funds, both generating the exact same 

securities lending income, could have differing 

Return to Lendable outputs, simply driven by 

differing views of lendable inventory.  Com-

mon areas of difference are restricted markets, 

restricted assets, regulatory lending limits, 

program-imposed buffers, foreign ownership 

limits on a company, client mandated hold-

backs and buffers. More detailed consideration 

of these factors is required when considering 

returns relative to lendable inventory. 

There is an inherent challenge in the way 

that the reference rate for Securities Lending 

Performance measurement is calculated. In no 

other part of financial markets is a reference 

rate calculated where a considerable majority 

of the input has a zero fee.  At the end of 2018, 

according to IHS Markit, global utilization was 

9.24% (lendable $19.1trn; on-loan $2.3trn), mean-

ing that 90.76% of the lendable input had zero 

fee. The classification of lendable inventory into 

fee ranges will allow for greater specification of 

returns, ie. return on specials inventory. 

Securities Lending Performance Measurement 

generally weights the assets across the industry 

to the same size and form as those belonging to 

the Fund being reviewed.  This can create some 

distortion, due to different program structures 

and assets not actively lent, which leads to a 

higher proportion of Funds outperforming.  

Whilst the implementation by IHS Markit of a 

new preferred benchmark is aimed at starting to 

address this, further work is required.  Due con-

sideration must also to be given to alternative 

Securities Lending Performance Measurement 

metrics, specifically the inclusion of current 

SLPM rate and a new active only SLPM rate, 

which focus on returns on loans made rather 

than scaling returns by inventory.

Part of the explanation for the “everyone 

beats their peer group” narrative is the post-

crisis emergence of different lending strategies, 

specifically participation in GC vs specials lend-

ing, where traditional peer group designations 

bely a potential range of strategies. The key to 

delivering meaningful benchmark reports going 

forward will be the combination of peer group 

clarity as well as consideration of style-based 

peer group filters.  

optIonal tradeS
A Fund’s investment objectives will greatly 

influence how optional trades such as scrips 

and cash/stock options are approached. A Fund 

that invests for income and a passive Fund will 

usually take the cash option whilst a longer-

as the level of divergence and customization in lending programs 
has dramatically increased, focus has been on adapting to regulatory 
change, optimal revenue generation on specials and maintaining 
income.
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term investor may elect for the additional stock 

if their mandate allows it. At the portfolio level, 

the latter will usually have the most value (as 

the stock is often provided at a discount rate), 

but those forced to take cash effectively recover 

some of this discount via securities lending 

trade. Such securities lending transactions usu-

ally have exponentially high income, and that 

can disproportionately distort overall Securi-

ties Lending Performance Measurement. This is 

especially true when a portion of the universe 

does not need to engage in such transactions 

as they are already better off from selecting the 

stock option.

collateral detaIlS
We view the process of performance measure-

ment as a complement to the increase in regula-

tory reporting requirements. SFTR has man-

dated the reporting of some lending transaction 

details which had previously been challenging 

for market participants to produce in real-time. 

Looking at collateral details, the demand for 

more clarity from the industry has been signifi-

cant and consistent, as has been the challenges 

in reporting for market participants. We antici-

pate that will finally change in 2019. 

While we work with clients on the provision of 

additional collateral metrics we are also working 

on restructuring the collateral flexibility buckets 

which define collateral usage for the current 

performance measurement process. Of particu-

lar note is the isolation of equity collateral. 

accuracy verSuS coMplexIty
With so many variables that can materially im-

pact Securities Lending Performance Measure-

ment, one possibility is to have significant flex-

ibility that allows greater customization in order 

that there is an exact match between a Fund 

and the peer group. However, such customiza-

tion is harder to manage, can become too time 

consuming and lead to comparisons to a peer 

group of one.  What then is the right balance? 

We’ve taken one step in the direction of a self-

selecting peer group based on fund character-

istics and size, which was made available in Q4. 

The removal of funds with limited activity can 

be thought of as one of the first style-based 

peer group designations. 

dIScloSure
When a peer group has been selected for analy-

sis it is important to review the total peer group 

inventory and returns profile in addition to the 

returns weighted to the client portfolio. Tracking 

the returns to the total pool for relevant asset 

classes supports understanding of the context 

for returns to the client portfolio and weighted 

benchmark. One advantage for multi-agent 

beneficial owners is the ability to generate re-

ports which show top level performance as well 

as agent specific breakouts, which can be run 

against a consistent peer group. The disclosure 

of peer group inputs must be simple enough to 

understand and easy to replicate. 

Wrap-up
There are a few key threads here which we are 

focused on as we further develop the frame-

work for securities finance performance meas-

urement:

1. Clarity of inputs and size of peer group

2. Additional dimensions for specifying pro-

gram preferences

3. Updated collateral specification 

We are encouraged by the feedback we have 

received from our clients both within agency 

lending as well as the beneficial owner com-

munity for the next generation of securities 

finance performance management tools. We are 

committed to delivering a solution for beneficial 

owners which clarifies the trade-offs in pro-

gram specification and provides a meaningful 

performance measurement framework. Progress 

toward that goal is underway and we’re excited 

about the roadmap ahead. 
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Any discussion of specials lending in Asia 

tends to focus on the high percentage, 

specialised markets such as Korea and Taiwan. 

Korea remains a significant driver of securities 

lending returns in Asia, but in recent years 

this has been due to a small number of stocks 

commanding very high fees. Hong Kong is still 

a key contributor of returns in the region with 

its links to China, but once again the smaller 

number of stocks means revenue can fluctuate 

from year to year.

Experienced observers stress that the 

largest market in Asia – Japan – should not 

be discounted. “Japan is a perennially strong 

market due to its size and the number of 

securities,” notes Andrew McCardle, head of 

EquiLend Asia. “While specials do not make 

up as large a percentage of securities finance 

trades in this market, the significant volumes 

mean it is a great source of securities lending 

activity in the region.” 

In the more established Asian securities 

lending markets of Japan and Hong Kong, 

specials lending typically accounts for 10-20% 

of all transactions by volume in HSBC’s client 

programmes, whereas in less established 

markets (South Korea, Malaysia, Taiwan) such 

strategies form a much higher portion of an 

overall programme, representing as much as 

80% of total volume. 

“We see increased opportunities and 

anticipate this to continue as wider Asian cash 

markets mature and in the corporate event 

space due to pricing arbitrage opportunities 

between the market and offer prices for M&A, 

capital raising and tender offers,” explains 

Reshad Mullboccus, acting co-global head of 

securities lending at HSBC Securities Services.

Additionally, some Asian security classes are 

exposed to regional or country-specific factors 

that are not so relevant elsewhere creating 

opportunities for lenders, such as directional 

interest in the gaming industry due to China’s 

slow approval of games for domestic release.

High earners
Specials lending has become a key driver of increased lending 
revenues in Asia Pacific over the last few years, boosted by a 
variety of regional and national developments. By Paul Golden

Japan is a perennially strong 
market due to its size and the 

number of securities

Andrew McCardle, head of EquiLend Asia
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Zubair Nizami, head of global securities 

lending trading for the Asia Pacific region at 

BBH notes that specials activity was strong 

across Asia Pacific throughout last year thanks 

to high asset values, healthy borrower demand 

and increased corporate deal activity. While 

Asian markets on the whole generated strong 

lending returns, it was Hong Kong, Korea and 

Japan that led the way.  

“In Hong Kong, we saw renewed confidence 

in the local and mainland Chinese economies 

early in the year, which led to an increase in 

IPO and secondary capital activity,” he says. 

“In the second half of 2018, US/China trade 

tensions and rising US interest rates resulted in 

increased market volatility and consequently 

increased directional trading opportunities for 

hedge funds.” 

In Japan, activity was boosted by corporate 

deal flow with standouts including Takeda 

Pharmaceutical’s record $62bn acquisition of 

UK-listed Shire and Softbank’s spinoff of its 

mobile business, which raised $23.5bn.

Other themes included increased corporate 

governance concerns and accounting scandals 

such as those at Suruga Bank and real estate 

brokerage firm Tateru, as well as increased 

manufacturing competition from China, which 

negatively impacted some leading Japanese 

consumer electronics firms including Sharp.

South Korean lending demand was once 

again strong due to renewed interest in the 

heavy industry and shipbuilding sectors 

which struggled with declining orders, adds 

Nizami. “Biotech and pharmaceuticals also 

generated demand on speculation of industry 

consolidation and concerns the sector was 

overvalued.”

Another reason for the strong focus on 

specials in Asia is the current state of the 

global economy. China, Korea, Japan and 

Taiwan tend to be strongly impacted by rapid 

changes in both global trade patterns and 

broader economic issues. Escalating trade 

In Japan, activity was boosted by corporate deal flow with standouts 
including Takeda Pharmaceutical’s record $62bn acquisition of UK-
listed Shire and Softbank’s spinoff of its mobile business, which raised 
$23.5bn.

In Hong Kong, we saw 
renewed confidence in 

the local and mainland Chinese 
economies early in the year, which 
led to an increase in IPO and 
secondary capital activity

Zubair Nizami, BBH
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tensions between the US and China, rising 

interest rates in the US, renewed concerns 

over the state of the Chinese economy and 

the ensuing market volatility have all provided 

additional themes for specials lending in the 

region.

“From a trader’s perspective, Asia is typically 

a fundamental equity long-short playground 

with lending fees ranging from 15bps all the 

way up to 1000bps and above. So ‘specials’ 

lending (defined as fees trading higher than 

200bps) is prevalent across all active markets 

with the highest intrinsic fees most often seen in 

Japan, Taiwan, South Korea, Malaysia, Thailand 

and Hong Kong,” explains Paul Solway, head of 

securities finance Asia at BNY Mellon.

Equity lending fees depend heavily on the 

liquidity and accessibility of lendable pools, 

which generally tends to be tighter in 

emerging markets. Many Asian markets are still 

considered emerging, having relatively smaller, 

riskier or more illiquid capital markets than 

their developed peers.

Therefore if capitalisations are smaller, 

lending pools are less, which results in an 

imbalanced supply-demand. “Combine this 

with the additional rules and regulations that 

are often seen in nascent markets and fees 

naturally become higher as sourcing ‘borrow’ 

for shorting and other fundamental trading 

strategies becomes more difficult,” says 

Solway.

He notes that in 2018, Japan, Hong Kong and 

South Korea generated some of the highest 

In some cases as much as 90% of 
the revenue will come from 10% of 

the portfolio, especially when securities 
are trading at 1000bps and above

Paul Solway, BNY Mellon

From a trader’s perspective, Asia is typically a fundamental equity 
long-short playground with lending fees ranging from 15bps all the 
way up to 1000bps and above.
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lending revenue returns in the region. “Such 

returns often follow the 80/20 adage but in 

some cases as much as 90% of the revenue 

will come from 10% of the portfolio, especially 

when securities are trading at 1000bps and 

above.”

While fundamental interest in specific 

companies like BYD (Hong Kong) and Celltrion 

(South Korea) still dominates the market, 

the market has also seen the emergence 

of a number of thematic drivers including 

technology in Taiwan, bio-pharmaceuticals in 

Korea and a lithium-related focus in Australia.

Although supply and demand dynamics are 

the cornerstone to securities lending pricing 

and therefore the incidence of specials activity, 

numerous other factors can influence whether 

a stock is deemed to be ‘special’.

The trend in Asia over recent years has 

been for specials revenue to become a 

more important revenue-generating factor 

within securities lending portfolios, driven by 

borrowers more efficiently managing capital 

consumption challenges and navigating 

balance sheet capacity, explains Northern 

Trust’s head of capital markets Asia Pacific, 

Mark Snowdon.

“Demand for specials is influenced by a 

multitude of micro and macro factors, meaning 

that one region will not always be more reliant 

on specials lending than another,” he observes. 

“Recently, there have been numerous specials 

globally that have contributed greatly to 

securities lending returns. In Asia, emerging 

market activity makes up a strong element of 

the revenue that is generated from the region - 

on a normalised basis these markets can yield 

more attractive returns than the US or EMEA.”

Asian stock markets tend to be more volatile 

than Eurozone markets, which results in a 

greater demand to borrow securities, while 

bespoke rules and regulations found in many 

of the smaller Asian markets (for instance, no-

fail rules) result in supply/demand dislocations 

that ultimately create a unique focus for both 

borrowers and lenders.

That is the view of Jim Moroney, managing  

director, global head of equity trading and 

corporate bonds trading at eSecLending, who 

notes that Taiwan has been a growing source 

of lending returns as demand continues to 

grow in that market. “Furthermore, Japan 

has enjoyed a resurgence with more specials 

and a few mergers that have created new 

Demand for specials is 
influenced by a multitude of 

micro and macro factors, meaning 
that one region will not always be 
more reliant on specials lending than 
another

Mark Snowdon, Northern Trust



Feature: SpecialS lending

24 • Securities Finance Asia Pacific Guide 2019

opportunities for lending returns,” he says.  

Greater intra-day market volatility across 

the Asian markets is a result of global trade 

links and the geopolitical climate which leads 

to greater event driven and directional short 

opportunities in the region. “We see examples 

of this regularly with Hong Kong, which 

remains a strong lending market for us,” says 

Simone Broadfield, APAC head of agency 

securities lending at BNP Paribas Securities 

Services.

Shorts can become crowded very quickly due 

to the limited depth of lendable supply in Asia, 

even in developed markets such as Hong Kong, 

so demand from borrowers often outweighs 

supply and assets become hard to borrow 

at a relatively quick pace. “There are growth 

opportunities across the Asia Pacific markets 

with South Korea continuing to lead securities 

lending returns based on individual fee levels,” 

adds Broadfield.

Wayne Burlingham, fellow acting co-global 

head of securities lending at HSBC Securities 

Services observes that IT, industrials, telecoms 

and utilities account for an increasing 

proportion of the overall Asian specials space 

with the IT sector alone contributing a quarter 

of all Asia specials balances, particularly in 

Japan.

Equity specials in the technology space 

(MLCC, DRAM) were very relevant in 2018 

given the downturn from 2017, when there 

was a significant appreciation of valuations, 

explains Solway. “Asia has many downstream 

suppliers for big tech companies like Apple and 

these suppliers - especially in Korea and Taiwan 

- were impacted by Apple’s performance, 

with borrow volumes that are often seen as 

indicators of future trouble upstream.”

Telecoms is driving large fundamental 

borrows with the sector facing challenges 

related to competition and pricing, but Solway 

refers to a more prominent impact on specific 

markets like Malaysia (DIGI, MAXIS) and 

Singapore (StarHub, SingTel).

“More often than not, Asian key specials have 

their own unique reasons for their respective 

borrow interests,” he concludes. “Good 

examples of this include BYD (earnings), Sharp 

(corporate restructuring), Takeda (Shire deal), 

Cyberdyne (long term fundamental short) and 

Zhaojin Mining (sector short).” 

Asian stock markets tend 
to be more volatile than 
Eurozone markets, which 
results in a greater demand 
to borrow securities, 
while bespoke rules and 
regulations found in 
many of the smaller Asian 
markets (for instance, no-
fail rules) result in supply/
demand dislocations that 
ultimately create a unique 
focus for both borrowers 
and lenders.

Jim Moroney, eSecLending
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Securities lending is simple. A 

holder of either fixed income or 

equity assets appoints an agent 

lender to lend their assets into the market 

against collateral. Straightforward. Simple.

Well, not really. Securities lending has 

evolved to be so much more than just a simple 

exchange of securities. Clients have a variety 

of needs, and although a standard securities 

loan will generate revenue, it does nothing 

to solve any other requirements a particular 

client might have. 

Moreover, pure securities lending only 

works when a client’s asset has some intrinsic 

value. With an ever increasing cost to the 

provision of both collateral and haircut, 

alongside a lending market where the short-

dated special value of both fixed income and 

equity securities is shrinking, there are fewer 

opportunities to simply put a security out 

on loan. This leads to a reduction in lending 

revenue, with client assets sitting idle in their 

accounts where they are typically accruing 

custody charges.

This has been especially true in the Asian 

fixed income market where only USD 10.29m 

of revenues were generated on USD 34bn on 

loan (average value) of Asian government 

bonds in the fourth quarter, according to 

IHS Markit’s Securities Finance 2018 Year in 

Review report.  While performance figures 

were up year-over-year, average utilization 

was only 11.78% compared to 22% for US 

government bonds and 30% for European 

government bonds. 

Yet so much more can be done with many of 

these assets.

At its heart, securities lending involves 

the transfer of securities, collateral and—if 

the program allows for it—cash. Securities 

lenders become experts at moving those 

three commodities around the globe, and 

that makes lenders a valuable, and often 

underutilized resource. 

The key to understanding the additional value 

that these three factors – securities, collateral 

By Paul Collard, Global Head of Fixed Income Trading, 
Deutsche Bank Agency Securities Lending

There’s more to 
securities lending than 
just lending a security

At its heart, securities lending involves the transfer of securities, 
collateral and—if the program allows for it—cash. Securities lenders 
become experts at moving those three commodities around the 
globe, and that makes lenders a valuable, and often underutilized 
resource. 
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and cash – can deliver only becomes clear 

when each can be moved independently. That 

understanding applies no matter where the 

client is situated, or what assets they hold. This 

is especially true in Asia, where there are a 

diverse range of portfolios alongside a diverse 

range of clients.

As soon as the three elements of the 

securities lending transaction are split into 

individual transactions,  a wealth of new 

opportunities emerge. A global lender can 

assist in all manner of collateral management 

roles, moving collateral where it needs to be 

in a timely manner or even transforming it into 

the collateral that is required. In some cases, a 

client may be pledging high quality collateral in 

another transaction, when they could instead 

use those securities to generate revenue and 

use the collateral received there as their own 

collateral.  

For example, Deutsche Bank’s program lends 

close to 100% of our clients’ Australian and 

New Zealand government bonds, despite there 

rarely being any specific intrinsic value.  As 

anyone in the market is also aware, the largest 

Asian government collateral market is Japan 

where JGBs have been used almost exclusively 

as collateral mainly against US Treasuries for 

many years.

Introducing cash opens up many more 

opportunities. Clients that allow securities 

to be lent against cash collateral can have 

access to that cash for ad-hoc or daily usage, 

according to need. If more cash is required 

than is naturally raised through lending, then 

additional loans can be transacted to boost the 

amount of cash available to the client. 

This cash management can be extended 

if required and a lender can look to provide 

guaranteed liquidity in times of need through 

the provision of a liquidity facility. Such liquidity 

facilities and the provision of cash can be done 

in a range of currencies.  If needed, they can be 

done on a cross-currency basis, opening them 

up to a wide range of asset holders, including 

those based in the Asia-Pacific region.

By breaking up the constituent parts of a 

securities lending transaction, a client can 

gain access to a much wider range of possible 

services from the lending agent; services that 

can be utilized to solve many more problems 

than just to answer the much simpler question 

of how to accrue income to offset custody 

charges. 

Securities lending continues to truly evolve 

everywhere. Whilst it remains a challenge to 

find true lending value in Asian government 

bonds, that does not mean they cannot be 

used in a programme that offers a much 

greater scope than just traditional securities 

lending. 

Securities lending continues 
to truly evolve everywhere. 
Whilst it remains a challenge to 
find true lending value in Asian 
government bonds, that does not 
mean they cannot be used in a 
programme that offers a much 
greater scope than just traditional 
securities lending.

By breaking up the constituent parts of a securities lending 
transaction, a client can gain access to a much wider range of possible 
services from the lending agent; services that can be utilized to solve 
many more problems than just to answer the much simpler question of 
how to accrue income to offset custody charges. 
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How has ASX evolved since the 2008 global 

financial crisis in response to regulatory 

reform to promote safe and efficient markets? 

Tim Hogben (TH): There has been consider-

able evolution at ASX since the 2008 GFC to 

promote safe and efficient markets. It’s cul-

minated today in our vision to be the world’s 

most respected financial marketplace and sits 

alongside our program of work to build stronger 

foundations. Like all businesses exposed to 

increasingly complex technology, regulatory and 

risk environments, ASX must lift its standards 

to keep meeting the rising expectations of our 

stakeholders. We are working constructively 

with our customers, regulators and the wider 

community to meet those expectations. 

The initiatives to do so are numerous. They 

include the provision of additional funds for 

our clearing houses and enhancements to 

our recovery and resolution arrangements 

to strengthen the market’s robustness; our 

investment in Yieldbroker to improve liquidity 

and efficiencies for our customers that access 

both OTC and exchange-traded products; our 

appointment as the administrator of Australia’s 

Bank Bill Swap benchmark rate (BBSW - Aus-

tralia’s LIBOR equivalent) to ensure its contin-

ued relevance and reliability; our development 

of OTC clearing and collateral services; the 

refreshed rules, guidance and corporate govern-

ance standards we’ve implemented to keep the 

quality of our listings environment high; and the 

work we’re doing to offer mutualised services 

and build ecosystems – via our liquidity centre 

and distributed ledger technology (DLT) - to 

help reduce costs and complexity for our cus-

tomers. 

ASX plays a critical role in Australia’s financial 

markets as a trusted, central and independent 

party. We are continuing to work hard to pre-

serve and strengthen this, and investing in the 

technology that enables innovation and growth. 

 

As investors increasingly understand the 

impact that environmental, social and 

governance (ESG) factors may have on the 

ability of companies to create value over the 

long-term, what role can exchanges such as 

ASX play?

TH: As a trusted and independent provider of 

critical financial market infrastructure, ASX does 

play an important role in promoting high stand-

ards of corporate governance among listed 

companies. This includes a disclosure frame-

work for companies to inform investors about 

their ESG practices. This is an important point – 

Exchange perspective
Global Investor spoke to  
Tim Hogben, ASX chief  
operating officer, on blockchain, 
ESG and sec lending
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exchanges are good at providing platforms that 

facilitate engagement between companies and 

investors. The primary conversation about ESG 

should take place between those two groups. 

ASX helps set standards through the ASX Cor-

porate Governance Council, which was first con-

vened in 2002 and brings together a wide range 

of business, shareholder and industry groups. 

The primary role of the Council is to develop 

and issue principles-based recommendations 

on the corporate governance practices to be 

adopted by ASX listed entities. The recommen-

dations are intended to promote investor confi-

dence and to assist companies meet stakehold-

er expectations about their governance. ASX’s 

listing rules require companies to benchmark 

their corporate governance practices against 

the Council’s recommendations and, where they 

do not conform, to disclose that fact and the 

reasons why. The rules effectively encourage 

listed companies to adopt the Council’s recom-

mended practices but do not force them to do 

so. A listed company has the flexibility to adopt 

alternative corporate governance practices if 

its board considers those to be more suitable 

to its particular circumstances - subject to the 

requirement to explain its reasons for adopting 

those alternative practices. 

We believe this framework allows companies 

to engage meaningfully with their investors 

about ESG issues and helps strengthen the in-

vestment environment in Australia. 

 

Why is DLT the appropriate technology for 

ASX to replace CHESS?

TH: The timing was fortuitous. DLT came to 

ASX’s attention when we were considering 

replacing CHESS, our post-trade equity market 

system. While CHESS remains a stable and high-

performing system, in a globalised marketplace 

proprietary platforms are problematic as they 

tend to increase costs and risk for customers. 

We wanted to help drive efficiencies for our 

customers and do so with upgraded technology. 

DLT looked to be a potential game-changer. 

We conducted a comprehensive global search 

and selection process before choosing Digital 

Asset as our technology partner to develop 

DLT. We’re very happy with the decision. We’ve 

spent nearly four years understanding the work-

ings of DLT and what is (and isn’t) applicable 

to financial markets. DLT enables the safe and 

secure sharing of private data, which in turn 

allows for the mutualisation of services and the 

simplification of workflows. Financial market 

infrastructures, like ASX, are ideally placed to 

operate DLT platforms – we’re trusted, inde-

pendent and can drive adoption. Distribution 

could be to everyone – intermediaries, investors, 

issuers and beyond. And the technology’s appli-

cation is broad-based – equities, obviously, but 

fixed income, trade finance, logistics, etc, as well. 

Importantly, we see the real ‘prize’ offered by 

DLT to be the innovation and efficiencies it will 

enable others. In other words, it’s bigger than 

just ASX. We’re confident DLT will help solve 

problems and meet challenges for the whole 

industry. 

 

Aside from DLT – can you outline other 

important initiatives for ASX in 2019 that 

shouldn’t go unnoticed? Derivatives/collateral/

post-trade particular areas of interest here.

TH: Understandably, because of ASX’s leading 

position and the freshness of the technology, 

DLT dominates public attention. But it’s far 

from our sole initiative. There are many others 

underway right across our integrated, multi-

asset class business. From the upgrades of our 

secondary data centre and ASX Net communi-

cations network, which connects our data cen-

tres to customers in Australia and around the 

world, to the continued evolution of our rules 

and guidance to ensure the standard of ASX’s 

market remains high, for companies, intermedi-

aries and investors. 
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In the derivatives and post-trade space, en-

hancements to our new futures trading platform 

are attracting more and more international trad-

ers. We’re also confident that the launch late last 

year of OTC client clearing will be attractive to 

customers in 2019, giving them access to a fully 

developed OTC clearing service. Customers are 

also recognising the efficiency and cost-saving 

advantages of the ASX Collateral service, which 

is providing a flexible and scalable solution to 

efficiently collateralise exposure across a range 

of A$ products.  

There are two additional initiatives to look out 

for in 2019, both of which we’re excited about. 

First, our new data platform that will provide cus-

tomers with more ASX and third party data and 

analytical tools. The second is our joint venture 

investment in Sympli, which we expect to unlock 

the benefits of e-conveyancing in the property 

market. Both these initiatives are examples of 

ASX leveraging our expertise and infrastructure 

to create opportunities for customers.

 

The securities lending market still gets plenty 

of bad press. What are your views on the 

industry?

TH: Within a well-regulated environment, ASX 

believes securities lending and short selling 

have legitimate roles to play in financial markets. 

Short selling, for example, can be a valid invest-

ment strategy and help direct market attention 

to companies with poor businesses or corporate 

governance practices. It can also enhance mar-

ket liquidity and price discovery, and increase 

investor returns in declining markets. The 

regulatory regime in Australia restricts naked 

short selling and requires the disclosure of short 

sale positions. As always, the right regulatory 

settings are vital.

 

Do you expect DLT to better facilitate 

settlement of stock borrowing and lending 

transactions? If so, how?

 

TH: Yes. The application of DLT to securities 

lending means that all participants in a securi-

ties lending workflow can know with perfect 

certainty that they are all operating on the same 

real-time, high-integrity, source-of-truth data. 

This isn’t possible today because the data to 

complete most securities lending workflows is 

kept in different data stores controlled by dif-

ferent entities. This requires periodic reconcili-

ation and is prone to latency, uncertainty and 

associated risks. When an enterprise distributed 

ledger and a domain-specific modelling (pro-

gramming) language like DAML is used, all the 

relevant legislation and rules of the market can 

be codified into the solution.  Every transac-

tion will therefore always be compliant with 

the rules of the system.  Each participant can 

choose to allocate, if it wishes, different parts of 

a workflow to other parties and know the state 

of the workflow at every point in time. Activities 

associated with corporate action entitlements, 

re-hypothecation of lent securities and the 

application of AI and other data optimisation 

algorithms are afforded perfect data certainty. 

When the risk associated with latency-prone, 

fragmented data and varying application of 

rules and standards is removed through the 

application of DLT, then securities lending 

becomes something in which all security hold-

ers, large and small, can efficiently and safely 

participate. 

The application of DLT to securities lending means that all participants 
in a securities lending workflow can know with perfect certainty that 
they are all operating on the same real-time, high-integrity, source-of-
truth data. 
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Standard Chartered has established Asia 

divisions focused on Repo and collateral. How 

would you summarise the firm’s offering at 

present?

We’ve had an integrated Repo & collateral 

trading desk in Asia for many years now and 

have deep expertise in local repo markets. 

We are a primary dealer in many of the local 

sovereign bond markets and can offer offshore 

secured financing as well as onshore local 

currency financing in many of these markets.  

In addition, we provide clients with bespoke 

solutions helping them to solve their collateral 

and liquidity challenges, optimising capital and 

regulatory ratios, through the use of repos and 

collateral swaps for example.  Being a local 

custodian or sub-custodian in many of these 

markets gives us a solid footing.   

 

Repo and collateral markets are bespoke in 

Asia. The market is more fragmented than in 

other regions. What capabilities are required in 

order to successfully service your client base? 

Standard Chartered Bank has had a presence 

in several Asian countries for over 160 years, 

so we understand the complexities around 

regional markets. Technical product expertise 

is also key and in some cases we are asked 

to advise local regulators on the best way 

to develop repo markets and open them to 

Ed Donald, Global Head of Repo at Standard Chartered, spoke to 
Global Investor about the bank’s financing capabilities and key 
repo and collateral trends across Asia Pacific

Standard Chartered’s 
Repo Rise

 We have developed broad 
relationships with clients and 

partnerships with infrastructure 
providers over time and this really 

helps us to have a better idea of 
what can be done.

Ed Donald, Standard Chartered



THOUGHT LEADERSHIP: STANDARD CHARTERED

Securities Finance Asia Pacific Guide 2019 •  33

internationalisation. We have developed broad 

relationships with clients and partnerships 

with infrastructure providers over time and this 

really helps us to have a better idea of what 

can be done.  I also feel that our unique history 

in the region amongst other things reflects our 

solid commitment to Asia and that is valued by 

clients.

Are you seeing a move from unsecured to 

secured financing in the region?  

If so, why do you think this is occurring?

The main reason is regulatory reform which 

has forced some banks’ hands: for example, 

margin reform has meant some smaller banks 

and securities houses have had to focus on 

collateral in more detail, with all that entails, 

in order to get ahead of regulatory deadlines. 

More broadly, the regulatory landscape for 

securities financing has changed a lot post 

financial crisis. Whereas previously the repo 

market was consolidated across a small handful 

of large dealers, mainly based in the west, 

post-crisis regulation has raised the cost of 

capital and balance sheets globally. This means 

there is a huge benefit to be gained from 

optimising asset and collateral holdings and 

banks that understand regional requirements 

such as Standard Chartered are in a good 

position to help clients achieve that.  

 

What are the new ways of doing business 

across repo and collateral? Are peer-to-peer 

structures becoming more prevalent?

Asia is still very relationship driven and we 

ensure we take a partnership approach with 

our clients – we don’t close them out over 

reporting periods in particular – which has 

meant we have built up trust with consistent 

and stable pricing. Repo is still relatively new 

in Asia compared to Europe or the US, for a 

number of different reasons. The fragmentation 

of markets here means peer-to-peer will be 

difficult.  Legal approaches, jurisdictions, 

netting, differences in central bank and 

regulator methods of transmitting monetary 

policy all add to the complexity.  It is certainly 

noticeable however that over the last couple 

of years we have seen a real growth in the 

amount of institutions becoming involved in 

the market.       

 

How would you summarise the potential 

impact of Bond Connect on the repo and 

collateral markets? 

China is one of the largest equity and bond 

markets in the world and is on the path of 

opening up domestic securities markets in 

response to a clear demand.  This is a very 

large strategic market for Standard Chartered.  

We were the first foreign bank to gain a 

China fund custody licence last year and we 

eagerly look forward to Bond Connect repo 

being launched, potentially scheduled for 

later this year.   We have seen a great deal of 

interest in this from our international clients, 

but the challenge I foresee is whether some 

of the operating parameters such as the legal 

documentation and execution platforms 

will be easy enough for clients to access, as 

traditionally the offshore repo markets operate 

in a very different way to the onshore CNY 

market. 

China is one of the largest equity and bond markets in the world and 
is on the path of opening up domestic securities markets in response 
to a clear demand.  This is a very large strategic market for Standard 
Chartered. 
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After an eight-year hiatus, NZ 

Superannuation Fund started lending 

securities again in 2017. What were the 

primary reasons behind this decision?

We saw an opportunity to use securities 

lending to better utilise the Fund’s assets, and 

enhance the yield they generate. Importantly, 

we had also increased staffing in our Portfolio 

Completion team – we had the capacity. As 

part of our decision, we also factored in a 

number of changes to the market over that 

eight year period. These included a move away 

from exclusive portfolio lending to overnight 

and term lending and a greater emphasis 

Global Investor spoke to representatives of NZ Super Fund on the 
investment group’s re-entry into the securities lending market.

New Zealand  
Superannuation Fund
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on risk management by agents and better 

transparency. Other factors included a trend 

for borrowers to provide non-cash collateral 

(bonds etc.) rather than cash; lending being 

seen by asset owners and managers as an 

investment and not a back office activity 

and also collateral from lending programmes 

being managed in segregated accounts with 

the lender determining the security type and 

credit ratings that it can be invested in. Since 

resuming lending, both return and utilisation 

rate have been slightly above the industry 

average (market benchmark). 

What were the reasons for appointing an 

agent? Couldn’t securities lending have been 

done in house? 

For us (and remember we’re based solely 

in Auckland), it is more efficient to use 

an agent lender to manage a day-to-day 

securities lending programme due to the high 

operational cost and complexity. Managing 

corporate actions, substitutions and securities 

recalls requires operating capacity across 

different time zones, which we don’t have.  An 

in-house programme could potentially focus 

more on trades with higher borrower value or 

long duration, and is something that we will 

consider in the future.

How restrictive are you when it comes 

to approved borrowers and collateral 

reinvestment?

Borrowers must be approved in writing 

and recorded in the Securities Lending 

Authorization Agreement (SLAA) with the 

lending agent. There’s also a concentration 

limit per borrower. 

Cash collateral that we receive is managed 

by the agent lender under a segregated cash 

reinvestment mandate.  

The mandate is designed to be low risk and 

will only hold cash, short dated certificates 

of deposits with highly rated banks (A-1/P-1 

short term ratings minimum) and the agent 

will also invest cash received in reverse repo 

transactions. These reverse repo transactions 

also have an indemnity protecting the Fund 

from losses.

New Zealand equities were not initially on 

loan. Why not and has this changed?

There isn’t a deep securities lending market 

in New Zealand (there’s low interest from 

borrowers), the New Zealand share market 

itself is a small one and all of our New Zealand 

equity investments are managed actively – 

this makes the New Zealand market unique in 

the Fund’s portfolio.  Given this context, we 

decided against it, and can’t see this changing.

In addition to lending, the fund also began 

research on vendor solutions for optimisation 

and implementation of asset delivery to 

minimise financing costs in meeting collateral 

obligations. How was this progressed and 

why is this area important?

Collateral and balance sheet optimisation is 

the ultimate goal for us, and we have initiated 

various projects to support this goal. Currently 

we are looking to build the infrastructure for 

internally borrowing securities from our passive 

portfolios for the purpose of direct securities 

lending and financing. We are also investigating 

options on posting non-cash collateral for 

margins for over-the-counter derivatives, in 

order to reduce the performance impact drag 

on the Fund from posting cash for margins. 

For us (and remember we’re based solely in Auckland), it is more 
efficient to use an agent lender to manage a day-to-day securities 
lending programme due to the high operational cost and complexity.



Feature: SFTR

36 • Securities Finance Asia Pacific Guide 2019

153 separate data fields. T+1 settlement. Full 

disclosure via LEIs of ultimate counterparties. 

For those involved in the securities lending and 

borrowing markets in Asia the requirements 

of Europe’s new SFTR regulation look like the 

stuff of nightmares. But generally, you wake 

up from nightmares and realize it didn’t really 

happen. Well this is different: it is happening, 

and it is still scary.

The institutions that are in scope of the 

regulation are technically all those operating 

in Europe and European institutions operating 

outside the EU via their European branches. 

But to just think of who is and isn’t in scope or 

the regulations or not is to miss the point. 

SFTR is in effect a global regulation, which 

is being administered by the EU. “To bring 

greater transparency to the shadow banking 

market is a goal conceived at the global level 

via the Financial Stability Board and the EU has 

taken the lead in implementing it via the SFTR,” 

says Stephen Song, a partner at global law 

firm Linklaters in Hong Kong. “The SFTR will 

have some impact on Asia, but it is likely to be 

relatively limited.” 

European regulations have form when it 

comes to extra-territorial impact. Just ask the 

banks whose trading activities were affected 

by EMIR, or research departments who are 

still struggling to find a way to manage the 

implementation of Mifid II while offering a 

global service. Securities lending is no less a 

global business than these and so it will be 

impossible for there to be no impacts outside 

Europe. 

“The impacts will be largely indirect and 

secondary, but they will be real,” says Dean 

Bruyns, Senior Product Manager at Broadridge, 

a global fintech firm. “Asian lenders lending into 

Europe will find their counterparties in scope for 

the regulation and they will have to comply with 

some elements. But I think banks in Asia will be 

less impacted than the lenders and their smaller 

funds who do not have LEIs. For them, it will 

mean more operational headaches.”

What might seem like the most obvious way 

to avoid getting sucked into the detail of SFTR 

would be for European institutions to simply 

decide to book all their securities lending 

The impact of SFTR on Asia
Participants in Asia’s securities lending market may be forgiven for 
thinking that the EU’s new SFTR rules do not apply to them. And 
they would be right. But it would be wrong to think that they won’t 
have any impact at all. Nick Lord looks at the many ways that SFTR 
is likely to affect the Asian market

The impacts will be largely 
indirect and secondary, but 

they will be real

Dean Bruyns, Broadridge
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business out of Asian entities, rather than EU 

branches. “EU institutions could tweak their 

business model so that contracts are entered 

into by their Asian or other non-EU branches 

or entities (pending more clarity), especially if 

clients want less onerous requirements,” says 

Udit Gambhir, Managing Director of SGG in 

Singapore. Such exercises in entity swapping 

are not without difficulty and paperwork 

although it would generally be a one-time 

chore as opposed to an ongoing, systemic 

process of change. 

At the same time as this process is playing 

out, other experts in the market believe that 

Asia could capture overall market share, as 

securities lending that is currently carried out 

in Europe shifts to the region. “As long as the 

Asian market has not implemented something 

similar to SFTR, there could be a shift in 

business that is currently conducted in Europe 

to somewhere like Singapore,” says Bodo 

Windmöller, Chief Product Officer RegTech 

at management and technology consultancy 

BearingPoint.

Others agree that for a while at least, Asia 

could win at the expense of the EU when 

looking at the global market as a whole. 

“Borrowing stock from out-of-scope entities 

may prove to be more attractive than from 

in-scope entities, as the reporting obligation 

becomes single-sided, avoiding the dual-sided 

complexity,” says Bruyns at Broadridge. “I can 

see there being potential for a few years of 

regulatory arbitrage.”

Asian institutions - whether borrowers or 

lenders - could win market share from their 

European peers. “At the end of the day, these 

additional requirements make European 

institutions less competitive globally,” says 

Gambhir. “It also reduces the viability of 

alternative investment fund managers to raise 

money from Europe and/or transact with 

EU counterparties, thus reducing the global 

scope and attraction for European institutional 

investment.”

Such regulatory arbitrage could end up 

becoming slightly more hostile, especially if, 

For those involved in the securities lending and borrowing markets in 
Asia the requirements of Europe’s new SFTR regulation look like the 
stuff of nightmares. But generally, you wake up from nightmares and 
realize it didn’t really happen. Well this is different: it is happening, 
and it is still scary.

The SFTR will have some 
impact on Asia, but it is likely 

to be relatively limited

Stephen Song, Linklaters
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as some predict, SFTR could end up clashing 

with local laws and regulations. “Like we saw 

with EMIR, when it comes to trade reporting, 

there are some jurisdictions in Asia that have 

secrecy laws, which led to a conflict of laws,” 

says Song at Linklaters. “European institutions 

might want to try to report on a masked 

identity basis so they can comply with state 

secrecy requirements in place such as China 

and Korea, but at present there is no regulatory 

safe harbour permitting this practice.”

Such an approach would need a level of 

forbearance from the EU regulators that some 

think is unlikely. After all, the whole point of 

SFTR is to provide transparency, so that the 

regulators can see what is happening in the 

market. It is a requirement to register trades 

precisely to see who is doing what. Therefore, 

any attempts to dilute this transparency risk 

running against the whole grain of SFTR.

“The big issue I see is with the agent lenders 

being able to share details of principal lenders 

with EU regulators,” says David Raccat CEO 

and Founder at securities financing platform 

Wematch in London. At the moment, under 

the Asian Lending Disclosure process, it is 

agent lenders who are put down at the point 

of trade, not the principal lenders and only a 

very few members of a banks credit and risk 

teams see who the ultimate lender is. Under 

SFTR this would be impossible as the principal 

will be identified by their LEI. “Discreet, Asian 

funds who do not like disclosing details of their 

positions may actually decide to withdraw 

from the business altogether,” says Bruyns at 

Broadridge.

The new level of transparency will also have 

profound impacts at the granular business 

level. According to Gambhir at SGG, the fee 

basis for a transaction alongside portfolio 

weights of such exposures will have to be 

filed. Though it would lead to increased 

transparency, this does risk making the 

industry uncompetitive due to confidential 

information on fee and investment strategy 

such as portfolio weights and leverage in funds, 

becoming available in a public domain. Overall, 

it would increase the cost of operations and 

compliance, eroding the EU’s competitive 

advantage as a jurisdiction. Indeed, the 

valuation standards being discussed would 

boost mark to market standardization, with 

financial reports more accurately reflecting the 

state of an institution.

As some players pull back, so the business will go elsewhere. And in all 
likelihood, it will probably go to those banks and funds who decide to 
make a full business decision to win SFTR impacted business.

The big issue I see is with the 
agent lenders being able to 

share details of principal lenders with 
EU regulators

David Raccat, Wematch
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As some players pull back, so the business 

will go elsewhere. And in all likelihood, it will 

probably go to those banks and funds who 

decide to make a full business decision to win 

SFTR impacted business. In this way, the new 

regulation risks increasing the concentration 

in the market. In many ways, this is the price 

of transparency. “These regulations make 

compliance so expensive that only the big 

players can comply, so market concentration 

risks could increase,” says Alexander Becht, 

Product Manager for ABACUS/Transactions 

at BearingPoint. “Not just in Asia, but around 

the world, there will be a shift, as there are 

many smaller triparty agents which will not be 

able to comply completely.” Becht’s colleague 

Dirk Jaensch, Practice Leader, BearingPoint 

Singapore, agrees. “The whole world is in 

Singapore, but they all have small offices. They 

are all looking for ways to reduce costs and 

increase efficiency in their back offices.”

How this all plays out over the next 12-24 

months will be fascinating as the effects 

become clear. One group who will be watching 

closely will be the regulators in Asia. As 

mentioned above, while this is being rolled 

out via the EU, it is conceived globally. And as 

such the regulators in Asia are looking at the 

roll out before promulgating their own sets of 

similar rules. “While [securities lending] is not 

at the top of Asian regulators’ current agenda, 

transparency is nevertheless on their agenda,” 

says Song. “They are moving deliberately more 

slowly than their European counterparties and 

watching to see what will happen.”   

The next phases of implementation will 

contain both costs and opportunities for 

securities lenders and borrowers in Asia. The 

final technical standards that will be issued 

by ESMA imminently include the timetable 

of the phased roll out (forecast to be from 

Q2 2020). After that, market players can 

expect to see a period of implementation, 

compliance and review. Once that has been 

completed, we could then potentially see new, 

local regulations. “The Asian regulations will 

probably be similar to SFTR,” says Bruyns. “But 

hopefully less onerous.”  Securities lenders in 

Asia will not be able to escape fully from the 

tentacles of SFTR. And the advice from all 

contacted for this article is that they need to 

start understanding their obligations and the 

wider impacts as soon as they can. 

The whole world is in 
Singapore, but they all have 

small offices. They are all looking for 
ways to reduce costs and increase 
efficiency in their back offices

Dirk Jaensch, BearingPoint
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It’s no secret that a host of banks, brokers 

and buy-side market participants have 

sought a comprehensive cross-asset collateral 

management solution post-financial crisis. 

Multiple regulatory reforms have required 

firms to reassess their treasury and financing 

functions in a bid to manage funding and 

liquidity far more effectively.

HSBC has been particularly active when it 

comes to enhancing its cross asset collateral 

capabilities in recent years and, after a 

significant investment, is starting to see rewards. 

However, while the main objective of 

improving visibility, mobility and velocity 

of assets for collateral purposes is being 

achieved, enhancements are continual and vary 

depending on jurisdictional nuances. 

The initial build

HSBC’s cross-asset Collateral Treasury initiative 

originated in London, the bank’s headquarters, 

and its origins can be traced back to regulatory 

reforms which entered into force in 2013. 

Many of the well-known financial regulatory 

acronyms and their combined effect were the 

cause of HSBC’s investment in its collateral 

infrastructure.

Across the sell-side, initial margin rules on 

OTC derivatives, the Liquidity Coverage Ratio 

(LCR), Leverage Ratio and the Net Stable 

Funding Ratio (NSFR) have concentrated 

minds on the topic.

There are other important but lesser known 

rules which prompted HSBC to act.

The Financial Services (Banking Reform) Act, 

for example, required UK deposit-taking banks 

with more than £25 billion of “core deposits” 

to ring-fence their UK retail banking activities 

from their other wholesale and investment 

banking activities by 1 January 2019.

Ring-fencing accelerated HSBC’s work last 

year and has forced the firm’s Global Markets 

division to be more reliant on its own collateral 

capabilities.

“In the past we had separate equity and fixed 

income finance desks dealing with clients and 

counterparties at different times using varied 

infrastructure,” explains Jamie Anderson, 

HSBC’s head of Collateral Treasury Trading.

“These two disparate systems didn’t work 

together. We ripped up the old logic and broke 

down the silos, centralising cash flows and 

internalising funding requirements.

“Bringing inventory across different 

businesses together is complex and time 

consuming but the end result has transformed 

the way HSBC manages funding, liquidity 

and collateral requirements and improved 

interactions with clients. 

“LCR in particular has been a key driver 

HSBC has significantly enhanced its cross-asset financing and 
collateral trading infrastructure in recent years, however, as experts 
at the bank explain, this is a continually evolving story

Collateral concentration

HSBC has been particularly active when it comes to enhancing 
its cross asset collateral capabilities in recent years and, after a 
significant investment, is starting to see rewards. 
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forcing the industry to rethink collateral 

processes due to the requirement to allocate 

based on a sources and uses model,” Anderson 

adds. The market has been working with 

the Triparty Agents to help develop the 

appropriate tools to support the requirement 

to allocate collateral according to the new 

parameters. 

“We have to be more dynamic in our business 

model, dynamic to be able to adjust to the new 

regulations and be able to implement change 

to satisfy our client’s demands. As a centralised 

liquidity desk, we’re able to bridge the asset 

classes, providing the cost of adhering to the 

regulations to the business which can inform 

strategy and behaviours,” says Anderson. 

On the buy-side, EMIR and Dodd Frank have 

focused client’s attention on the collateral 

management process as a function of having 

to post Variation Margin for OTC derivatives 

and the upcoming phases of IM.

“Looking ahead to the next phases of OTC 

derivatives rules, we’re ready to support clients 

but understand our technology and systems 

can’t stand still”, explains Anderson.

 

Asia and the continual evolution 

With the first three waves of the initial margin 

requirements for non-cleared derivatives 

instruments complete, the focus has moved on 

to the final group of firms that will come into 

scope in September 2019 and September 2020.

“In Asia alone, HSBC has 16 entities coming 

into scope in Phase 4 and close to 400 in 

scope for Phase 5,” explains HSBC’s Richard 

Casey, head of finance and collateral trading 

Asia. 

Similarly to the work in London, HSBC’s Hong 

Kong operation is going down the route of 

cross-asset inventory management.

“The build isn’t quite the same, but mirrors 

London’s approach in that both equity and 

fixed income desks now share many of the 

same platforms, enabling each to see the firm’s 

entire collateral pool, which helps inform the 

optimal use of collateral,” Casey adds.

Again, one of the drivers is regulation. “Until 

recently, section 87 of the Hong Kong Banking 

Ordinance had limited banks’ ability to hold 

equity exposure on their local balance sheets,” 

Casey explains.

“This has now been updated, allowing banks 

(including HSBC) to hold more equities in its 

Hong Kong entity, requiring greater use of 

cross-asset collateral infrastructure.”

Another legislative change could also impact 

the way that equity financing takes place in 

Hong Kong. 

In 2018, the Hong Kong Monetary Authority 

(HKMA) conducted a post-implementation 

review of its LCR policy taking into account 

the current market conditions and international 

supervisory practices. 

The review indicates that there may be a 

stronger case to include equity shares as level 

2B assets, in line with the Basel standards. 

If this change takes place, having the right 

tools available to ensure the correct collateral 

is allocated the correct place, becomes even 

more important. 

The future 

Looking ahead, Anderson says there is more 

development to come and new product 

initiatives, including trades built around the 

International Securities Lending Association’s 

(ISLA’s) pledge documentation, are among 

them. 

It’s also clear that HSBC is evolving through 

different types of products, not just stock 

loan and repo. On the synthetic side, long/

short swaps and internalisation type trades will 

continue to be widely used. 

In Asia alone, HSBC has 16 entities 
coming into scope in Phase 4 and 
close to 400 in scope for Phase 5
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The deadline of November 18, 2018, has now 

passed for the Securities and Futures Commis-

sion’s (SFC’s) Fund Manager Code of Conduct 

(FMCC). As with many regulatory change pro-

jects, implementation is no longer “the end” of 

the road, rather, it is a beginning of sorts.  And 

so it is for Hong Kong’s fund management com-

munity and the new code of conduct.

With the regulation now in force, there are a 

number of activities firms should be undertaking 

to ensure ongoing compliance with regulatory 

expectations. Five key next steps for firms are:

1. Double-check new policies and procedures 

By now, firms should have performed a gap analy-

sis between their existing policies and procedures, 

and the SFC’s FMCC. This is to identify areas 

where they need to update those policies and 

procedures.  Firms should be either nearly finished 

or have completed those updates. This is a good 

time to review all the new policies and procedures 

to be sure that all is correct and in place. 

For example, policies and procedures should 

be tailored to the firm’s business activities and 

compliance requirements, especially as it seems 

likely that the SFC will not tolerate “boilerplate” 

documentation if found during exams. Other 

things compliance executives should make sure 

they have in place include:

•	 Clear	escalation	policies	and	procedures

•	 Documented	processes	for	implementing	

regulatory change

•	 Robust	evidence	of	compliance	activities,	

such as minutes of risk committee meetings

•	 Regular,	documented,	reminders	for	respon-

sible individuals of their duties under the 

FMCC 

•	 Segregation	of	duties	appropriate	to	the	

size and complexity of the firm, including 

outsourcing arrangements for those duties 

where they make sense

Training staff in the new policies and proce-

dures, as well as in other important elements of 

the FMCC, is also essential. Compliance should 

kick off training as soon as possible if they have 

not already begun this.

2. Be on the lookout for clarifications from 

the SFC on securities lending

The FMCC’s language around the treatment of 

securities lending, repurchase agreements, and 

securities borrowing has led to quite a bit of 

uncertainty in the market. Generally speaking, 

most firms are – at the moment – not inter-

preting typical prime brokerage agreements 

as “securities lending” as discussed within the 

regulation. It’s been assumed that the language 

in the FMCC is aimed at activity outside of 

normal prime brokerage agreements, such as 

activity conducted under global master repur-

chase agreements or global master securities 

lending agreements. 

However, it’s likely that the SFC will clarify the 

language in the FMCC at some point over the 

next 12 months to ensure firms are treating this 

area correctly, so it’s important to be on the 

look-out for this from the regulator.  

SFC’s Fund Manager Code of Conduct  

Five Important Next Steps
By Derek McGibney,  
director of ACA Compliance Group in Asia
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3. Listen out for the experiences of  

other firms with liquidity risk exams

Although firms have performed liquidity risk 

management for their business, the FMCC im-

poses new regulatory requirements in this area. 

Appendix 2 of the FMCC has the calculation 

methodologies that the regulator is recom-

mending for liquidity risk – firms should select 

an approach that is right for their operations. 

For example, firms should be sure that the poli-

cies and procedures they have in place around 

suspending the fund or creating a redemption 

gate will withstand regulatory scrutiny. 

Firms also need to comply with new disclosure 

rules around fund suspension or redemption 

gates to investors – this is an area that needs 

care because it could impact the successful 

marketing of the fund. All of these liquidity risk 

management practices will be examined by 

the SFC for the first time post-November 18 – 

compliance executives should listen out for the 

exam experiences of other firms in this area for 

the approach the regulator is taking. 

4. Make sure all disclosure  

requirements are in place

The SFC FMCC may require some firms to make 

a significant number of new disclosures. While 

understanding these requirements should have 

formed part of the initial gap analysis, it is a 

good idea to review disclosure needs again at 

the end of the implementation project. It is pos-

sible that, as the firm implemented the FMCC, 

new needs could have emerged. 

Areas that firms should double check include:

•	 Material	conflicts	of	interest

•	 Cross	trades

•	 Expected	maximum	leverage

•	 Securities	lending/repos/reverse	repos

•	 Liquidity	management

•	 Side	letters

•	 Custodial	risks

•	 Termination	information

•	 Side	pocket	information

•	 Fees	and	charges	in	more	detail

•	 Transactions	where	the	fund	manager	is	act-

ing as principal

The SFC is being reasonable about how this 

information needs to be disclosed. Ideally, firms 

should include all required information in the 

offering document. However, firms do not need 

to re-open their offering document if they can 

prove that they have disclosed this informa-

tion through another document that has been 

received by all required parties. 

5. Keep an exceptions log

If firms have not already put in place an excep-

tions log, they should do so immediately. This 

log should document the compliance exception, 

what happened and why, and how the breach 

of policy was handled by the firm. The excep-

tions log is a compliance officer’s best friend – it 

shows that the firm is monitoring its business 

activities, and provides the regulator with reas-

surance that breaches are being detected and 

managed appropriately. It’s unlikely that some-

thing logged in this way would result in legal 

liability or prosecution for individuals or the firm. 

Although the FMCC deadline has passed, en-

suring this piece of regulatory change happens 

correctly will continue to be an ongoing process 

for most impacted firms. 

How ACA Can Help

Our tried and tested risk-based approach can 

help firms of all sizes find the optimum way to 

satisfy FMCC challenges through a range of 

services. These include: Gap analysis report; 

risk management infrastructure; governance 

infrastructure; training; technology solutions 

for ongoing compliance and regulatory change 

management. 

By Derek McGibney,  
director of ACA Compliance Group in Asia

For more information about how ACA Compliance Group can help speak to  

Derek.McGibney@acacompliancegroup.com.
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Australia

Australia’s securities lending market has close to 

USD $300 billion of lendable equities, as data from 

IHS Markit shows. The country is viewed by many 

as having a stable and mature regulatory environ-

ment, with strong local market governance and 

engagement through associations such as AFMA, 

AIMA, ACSA, as well as ASLA.

“The SBL market is bifurcated between long term 

established domestic and offshore lending pools 

with lending and borrow desks contained both 

onshore in Australia and internationally,” PALSA’s 

chairman Stuart Jones and Paul Solway, communi-

cations officer, told Global Investor. “In addition, the 

demand-side of the equation includes an estab-

lished domestic hedge fund community served in 

addition to the global offshore hedge funds trading 

in the region.”

According to Jones and Solway, it is fair to say 

that it is the Australian tax rules that have led 

$M

Australia 2017 - 2018 • Equities
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to the creation of the two lending pools which 

ultimately creates markets between differently 

sourced inventories. Another aspect that should be 

respected is regarding proxy voting, that is widely 

common in Australia versus its international peers. 

This can lead to increased volatility in loan stability 

due to the resulting recalls that are generated.

“The market is a quiet achiever – Australian fixed 

income, along with Japanese JGBs, are seen by 

many as qualifying as high quality liquid assets 

(HQLA) that generate stable and solid returns,” 

PASLA’s executives added. “Whilst equity returns 

are steady, Australia is often overlooked as it 

hasn’t recently had the level of special trading 

opportunities that you see in Hong Kong; it doesn’t 

have the fee levels that you will see in South Korea 

or Taiwan and it’s hard to find untapped assets 

given the maturity of the domestic participants.”

That said, Australia cannot be ignored in APAC, 

and the value of relationships in the local market 

cannot be underestimated. Every major custodial/

agent lender and prime broker is represented 

locally.

One of the most important aspects of Australia 

is the Superannuation Fund (retirement savings 

pool) space that has an estimated total of AUD2.2 

trillion of AUM, with approximately 200+ funds that 

report to or are regulated by APRA (source ASFA 

Research and Resource Centre 2017).

“Securities lending is certainly growing in 

recognition within a number of Supers now, and 

those that are able and willing to participate are 

subsequently enjoying incremental alpha returns 

compared to their non-lending peers,” Solway and 

Jones continued. “Such understanding, acceptance 

& growth within the Superannuation space is a 

trend that continues to grow that adds liquidity not 

only to the domestic securities market but more 

meaningfully, to the  global equity & fixed income 

inventory pools.”

According to Simone Broadfield, APAC Head 

of Agency Securities Lending, BNP Paribas 

Securities Services, many superannuation funds are 

participating in lending programmes, particularly 

those with a larger mandate, however many 

medium to smaller funds are still not. 

“These medium to smaller funds could be 

holding assets of real intrinsic lending value which 

are currently not being monetised,” Broadfield 

explained.

In terms of demand, global regulatory capital 

requirements have led to an increase in demand 

for global HQLA supply, with Australian 

Commonwealth Government Bonds (ACGB)/ 

Reserve Bank of Australia (RBA) repo-eligible 

semi-government issues of particular focus. 

“Within the equities space, market concerns 

relating to the oversupply of global lithium reserves 

and a weakening in demand for Australian lithium 

exports have contributed to increased appetite 

for securities lending assets within this sector, 

specifically Pilbara Minerals, Orocobre and Galaxy 

Resources with lendable supply trading at a 

premium,” BNP Paribas’ Broadfield continued. 

“Short interest levels have also increased across 

healthcare securities such as Japara Healthcare 

and Regis amidst the launch of a Royal 

Commission into Aged Care Quality and Safety.” 

The country is viewed by many as having as a stable and mature 
regulatory environment, with strong local market governance and 
engagement through associations such as AFMA, AIMA, ACSA, as well 
as ASLA
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Hong Kong is the second largest securities lending 

market is Asia Pacific with close to USD $400 billion 

of lendable equity assets, according to IHS Markit 

data.

Revenue-wise, Hong Kong is also the second big-

gest in the region with totally equity securities lend-

ing revenue at $388 million for the whole of 2018. 

According to Zubair Nizami, BBH’s head of global 

securities lending trading for Asia Pacific 2018 was 

a strong year for securities lending in Hong Kong, 

largely due to a flurry of IPO and secondary capital 

activity.

“In April, the Hong Kong Stock Exchange (HKEx) 

relaxed their listing rules to encourage new listings 

by companies with dual-voting rights, resulting in 

an increase in IPOs by Chinese e-commerce & tech 

firms which set the tone for strong lending demand 

in the first half of the year,” Nizami said.

Towards the second half of the year, as trade ten-

sions between the US and China escalated, BBH wit-

nessed increased market volatility which provided 

some additional directional trading opportunities for 

hedge funds. 

“Sectors in focus of late have been Chinese 

automobiles and technology firms,” Nizami added. 

“Investor sentiment has turned negative for the 

sector as a result of weak consumer confidence, 

falling sales and renewed concerns about China’s 

economic slowdown.”

On the regulatory front there were two positive 

developments that arose from extensive lobbying 

by the industry. He added: “First, in May the HKEx 

published its paper on Delisting and Other Rule 

Amendments where they amended the delisting 

period for suspended securities to 18 months for 

the Main Board and 12 months for the GEM. This is 

a positive for the industry because it should result 

in fewer suspended securities – an issue that can be 

difficult to manage for borrowers and lenders alike, 

especially if stretched over a long period of time.”

Second, in December, BBH’s Nizami noted that the 

Securities & Futures Commission finalized rules with 

respect to unit trusts and mutual funds, inclusive of 

securities lending. 

“The rules, known as the Code on Unit Trusts and 

Mutual Funds (UT Code), were largely in line with 

regulatory best practices in Europe and the US re-

lating to how securities lending programs should be 

structured, monitored and disclosed to investors. 

“The key highlights from the revised UT Code 

are that agent lender indemnification will not be a 

mandatory requirement for HK funds that wish to 

engage in lending, nor will there be overall limits 

imposed on transactions. The amended rules were 

implemented on 1 January 2019 with a 12-month 

transitional period provided for existing funds and 

operators to comply with the revised UT Code.” 

Hong Kong 2017 - 2018 • Equities
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India

India’s experiment 

with an exchange 

traded SLB model 

seem to have gained 

momentum over last 

couple of years. Total market-wide lending fee (re-

turn to stock lenders), across both the exchanges, 

on SLB trades was about $19 million (USD) in 2018, 

nearly doubling from $10 million of lending fees in 

2017, with average yields of around 7% across all 

stocks. 

The lending activity in 2018 was supported by 

strong market volumes in the underlying stocks - 

around USD $6 billion in value of stocks and 580 

million shares in term of quantity traded. Sectors like 

Banking & Financial Service, Information Technol-

ogy, Commodities & Natural Resource & Consumer 

Product generated maximum yields for the clients 

in 2019. Further, we saw an uptick in the Institutional 

lending space where domestic Institutions were 

quite active lenders in 2018, a good sign for the 

market.

The growth in the market can be attributed to the 

regulatory changes that were announced by the Se-

By Anuj Rathi, managing director and head, HSBC 

Securities Services, India

India’s SBL market poised for growth 

Lending Fees and Yield Movement

Weighted Avg Yield Information is provided by Exchanges – NSE & BSE

USD/INR = 69 (Approx. avg for 2018)
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curities and Exchange Board of India (SEBI) in line 

with the demands from the market and also to the 

fact that this market offers some lucrative returns to 

the participants. As the segment matures progres-

sively with wider participation from the market play-

ers, the volumes are expected to maintain a high 

growth trajectory.

There are some structural changes coming up in 

2019 that are expected to provide a further boost to 

SLB market in India. One of them is SEBI’s decision 

to implement physical settlement (giving and taking 

delivery of underlying stock) of all the single stock 

future and option (F&O) contracts in India. Until 

now, these contracts were settled in cash terms on 

expiry. Last year, SEBI experimented with moving 

few stocks under physical settlement model and 

later announced that by October 2019, all such 

contracts will move to a physical settlement model. 

This move is likely to give a flip to the SLB market 

as players with a short position in the F&O market 

will be required to either buy the stocks in the cash 

market or borrow in the SLB market, unless F&O 

contracts are close-out / rolled-over before expiry. 

The new model is also expected to smoothen 

out high volatility in prices that is generally seen 

around expiry of F&O contracts. Any favorable 

changes in the collateral requirement for bor-

rower’s (especially for Foreign Portfolio Investors 

which are required to put in margin cash only 

form) will be a welcome step as it will enhance 

institutional participation and deepen the market.

Lastly, HSBC Securities Services India plans to 

come out with its enhanced SLB proposition soon 

that will allow market players one more choice 

of intermediary and will add to market liquid-

ity considering its large custody business there. 

As is true with all the markets the presence of 

more players adds to market depth, HSBC India’s 

position should bring further growth to the SLB 

market in India. 

India – Data – NSE / BSE • Identifying sectors – Market information
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Indonesia

Indonesia’s Financial Services Authority has issued 

a new regulation which provides a framework 

to establish a Securities Finance Agency to 

boost transaction volumes and liquidity in 

the Indonesian stock market, particularly by 

encouraging margin trading and short selling. 

“Upon its establishment, the SFA will provide 

securities financing to brokerage firms, which are 

currently hindered by limited internal resources and 

a lack of access to funding from banks and other 

sources,” Elsie Hakim , partner at law firm ABNR.

“The SFA is expected to provide an alternative 

source of financing to brokerage firms to fund 

margin trading, short selling and other types of 

securities transactions.”

Key provisions

The SFA, which must be a limited liability 

company and be licensed by the Financial 

Services Authority of Indonesia (OJK), is expected 

to provide facilities to brokerage firms in the form 

of cash or securities for the settlement of margin-

trading and short-selling transactions. 

“Upon securing approval from the OJK, financing 

may also be provided for other types of securities 

transaction, such as public offerings on the 

primary market, repurchase agreements and 

securities lending activities,” Hakim added.

The SFA must be majority owned, either directly 

or indirectly, by the Indonesian Stock Exchange. 

Other shareholders may consist of the Indonesian 

Central Clearing Agency; the Indonesian Central 

Securities Depository; and other legal entities 

approved by the OJK.

In addition, the SFA must have a minimum 

paid-up capital of Rp250 billion ($17.6 million). 

However, its shareholders may be required to 

contribute additional capital with regard to 

business and operational exigencies.

Only Indonesian citizens may serve as directors 

and commissioners of the SFA. In addition, 

directors must be resident in Indonesia. Both 

directors and commissioners are required to 

undergo fit-and-proper tests conducted by the 

OJK prior to their appointments.

The SFA may raise capital by means of:funds 

borrowed from a financial services institution; 

bonds or sukuk; subordinated loans from 

shareholders; capital increases, including by way 

of a public offering; or securities lending. 
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The uptrend in revenues for Japanese equities 

extended through 2018, with each quarter reflecting 

an improvement over its 2017 comparable, for a total 

of $878m. The rate of increase is slowing however, 

as the 23% YoY improvement in revenues was lower 

than the prior two years. Specials demand was con-

sistently in the $3-4bn range through the first three 

quarters before tapering off to $2.7bn in December.

Japanese equity revenues totaled $210 million 

for Q4. Robotics firm Cyberdyne was the highest 

revenue generating stock in Japan, pulling in $6.4m 

in Q4. The 68% reduction in balances during the 

quarter reflects a 46% decline in price as well as a 

41% decline in shares on loan, with recalls on the 

back of a 31% decline in lendable shares.

In February, BBH experts noted that Itochu Corp 

is seeking to raise its stake in Descente Ltd to 40%, 

giving it significant control of the Japanese athletic 

clothing manufacturer. Itochu Corp is offering 

Descente Ltd shareholders a 50% premium for their 

shares, however Descente Ltd is opposed to the 

tender offer from its biggest investor. “Descente Ltd 

shares rose more than 40% following the announce-

ment of the Itochu Corp tender offer. We have seen 

strong lending demand for untendered shares of 

Descente Ltd,” BBH added.

Japanese telecommunication giant Softbank 

Group Corp unveiled plans for the biggest share 

buyback in the company’s history. Softbank founder 

Masayoshi Son’s announcement of plans to buy 

back as much as 5.5 billion dollars through the 

end of January next year sent the group’s share 

price soaring in Tokyo trading. The buyback will be 

funded by the proceeds from the IPO of Softbank’s 

telecom unit last December. As the group shares ral-

lied, the telecom unit dived 13% below its IPO price. 

We have seen moderate securities lending demand 

for Softbank Corp following the announcement of 

the buyback.

Repo market

When the standard JGB settlement cycle was short-

ened to T+1 on May 1, 2018, the settlement cycle for 

ordinary JGB transactions and SC (Special Collateral) 

repurchase transactions was shortened from T+2 to 

T+1. At the same time, the settlement cycle for GC 

(General Collateral) repo transactions was shortened 

from T+1 to T+0.

When the T+1 standard JGB settlement cycle took 

effect, how to accelerate post-trade procedures, 

including matching and netting, taken between GC 

repo transactions and their settlement became a 

challenge as parties to outright or SC repo transac-

tions must contract GC repo transactions from the 

transaction day’s evening when fund shortages are 

fixed and complete settlement on the T+1 day

The Japanese Repurchase Transaction market size 

exceeded 120 trillion yen in terms of the outstanding 

balance at the end of FY2017, forming the core of 

the short-term money market. A plan to switch from 

the Japanese Repurchase Transactions to new Bond 

Gensaki transactions is under consideration. 

Japan

Japan 2017 - 2018 • Equities
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Malaysia
Malaysian-based investment banking group Affin 

Hwang launched a securities lending service for 

retail investors at the start of 2019. 

The company said on January 17 that its new 

retail stock loan platform will allow investors to 

lend assets to Affin Hwang Investment Bank - the 

borrower.

Bursa Malaysia, the country’s exchange, has been 

involved with the build of the service.

Over RM8.5 million (£1.6 million) worth of retail 

clients’ shares were loaned out at the end of 2018.

Affin Hwang said it hopes to achieve a securities 

lending book size of RM50 million (£9.4 million) 

in 2019.

“Retail investors continue to play a significant 

role in the domestic capital market. Therefore, 

Affin Hwang Investment Bank, in collaboration 

with Bursa Malaysia, are excited to offer this 

new product to the retail investors to potentially 

enhance their idle assets’ performance,” said 

Datuk Maimoonah Hussain, group managing 

director of Affin Hwang Capital.

Datuk Seri Tajuddin Atan, chief executive 

officer, Bursa Malaysia, added: “As at December 

2018, there were 1.8 million retail accounts in our 

marketplace holding a portfolio worth RM137.3 

billion (£25 billion).

“Premised on this, investors can generate 

additional income through lending out their 

idle securities holdings in securities lending 

transactions, and potentially increase the overall 

return from their investments.”

Affin Hwang also secured approval to 

conduct Shariah-compliant securities lending 

trades on a platform developed by Bursa 

Malaysia.

The bank, based in Kuala Lumpur, is the first 

institution to be licenced as a supplier and user 

to a system offering an Islamic alternative to 

traditional sec lending.

It means Affin Hwang Capital can buy and sell 

Shariah-compliant securities for its own account 

and act as an agent lender on behalf of beneficial 

owners.

The main principle of Islamic finance is the 

avoidance of charging interest.

In addition, firms must ensure that ambiguity 

or gambling/speculation is minimised in 

transactions and contracts.

Malaysia’s new model is an attempt to make 

the lending and borrowing of securities more 

attractive for Shariah-compliant banks and 

investors.

In addition, the platform aims to bolster the 

country’s trading environment, enable hedging 

and risk management strategies and increase 

liquidity.

“Being the first Bursa approved supplier 

and user under the Islamic selling and buying 

negotiated transaction activity demonstrates 

Affin Hwang Investment Bank’s commitment to 

be a leader in the securities industry in Malaysia 

and our provision of service excellence to our 

clients,” said Maimoonah.

Datuk Seri Tajuddin Atan, chief executive of 

Bursa Malaysia added: “We congratulate Affin 

Hwang Investment Bank on becoming the first 

approved supplier and user on the world’s first 

Shariah-compliant alternative to securities 

borrowing and lending platform.

“We look forward to the continued support of 

other market players to strengthen Malaysia’s 

position as the world’s leading, fully-integrated 

Islamic investing marketplace.” 
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Philippines
The Philippine Stock Exchange (PSE) first sent 

out its guidelines for short selling transactions in 

June 2018. 

Speaking in Manila on October 26, PSE’s chief 

operating officer Roel Refran was quoted by local 

media reports as saying short selling would go-

live at the “tail-end” of 2018.

Only blue chips stocks that make up the flagship 

30-company PSE index are eligible for short 

selling.

There is a 10 percent limit on the amount of 

outstanding shares which can be shorted with the 

number of listed equities set to be expanded at a 

later date.

Refran’s comments followed a securities lending 

forum held at PSE’s headquarters at the start of 

October which involved speakers from the Pan 

Asian Securities Lending Association (PASLA).

“The exchange is optimistic that with the 

introduction of these tools, we are adopting best 

practices that will make us a more competitive 

market and bring us at par with our global 

counterparts,” PSE’s Refran said in a statement at 

the event.

“Through SBL and short selling, we will be 

able to provide our investors a fundamental risk 

management tool that will allow them, among 

others, to manage and hedge their own portfolio 

risk.

“We trust that once we put the short selling 

program in place, this will open up better 

opportunities to align our exchange among its 

peers in the region and to attract more investment 

activity.”

PASLA has in fact held several workshops – 

providing education to market participants on 

many advantages that the introduction of short 

selling and the refinement of their domestic 

lending program would bring to the market.

In 2018, a PASLA spokesperson told Global 

Investor that the group was looking forward to 

the added liquidity that short selling would bring 

to the Philippines.

The trade body added: “The new regulations 

are likely to, initially at least, be more relevant for 

local market participants but we hope that further 

developments in the securities lending regulations 

will help to extend to the international market 

place.”

On January 23, PSE noted a discrepancy 

between two sections of its short selling 

guidelines.

A statement from the exchange read:  “For 

consistency and to avoid confusion to our 

stakeholders, Section 2.e. of the short selling 

guidelines shall be amended, as follows: short 

selling orders shall not be accepted during the 

following trading phases: Pre-Open and Pre-

Close.” 
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Equity lending revenues increased by 3% in 2018 

to $25.5 million, according to IHS Markit data. The 

higher revenue was driven purely by fees, as balances 

fell 17%. Lendable inventories, however, grew by 13% 

to $53 billion. 

A move by Singapore Exchange (SGX) to shorten 

the trade settlement period to just two days (T+2) 

has been a focus area for lenders and borrowers of 

securities.

On November 5, the Pan Asia Securities Lending 

Association (Pasla) warned members of “unintended 

consequences” resulting from SGX’s move to T+2 on 

December 10. As part of the shift, the cut-off for buy-

in on settlement date will shorten.

“The unintended consequences of this change will 

leave lenders and their counterparties less time to 

source substitute securities to cover client sales; this 

could result in higher instances of automatic buy-ins 

and contraction of liquidity from lending pools,” Pasla 

said in an online statement. 

In response to enquiries from members, the group 

said it has been working with the SGX to “understand 

the alternatives available” to members.

Malaysia mirrors Singapore settlement switch

Bursa Malaysia plans to introduce a shorter settle-

ment cycle by the second quarter of 2019, a move 

mirroring Singapore’s stock market.

Malaysia’s exchange issued a consultation paper 

on December 3 calling for feedback on plans to cut 

settlement times to two days (T+2) from the current 

three-day window.

It comes as Singapore Exchange (SGX) is preparing 

to switch to T+2 on December 10.

Both markets have stated that the change will 

lead to improved operational efficiency and reduced 

counterparty settlement risk.

It also aligns settlement windows with major global 

exchanges in the US, Europe and Asia-Pacific which 

already operate a T+2 cycle.

Singapore’s local fund market 

Over the past year, the Monetary Authority of Singa-

pore (MAS) announced initiatives aimed at position-

ing the market as an Asian fund management hub. 

In October 2018, the Variable Capital Companies 

(VCC) bill was passed, aimed at domiciling funds 

in Singapore. The VCC structure can be used for 

both open-end and close-end funds, and for both 

traditional and alternative fund vehicles. It also allows 

redomiciliation of foreign-domiciled funds. The MAS 

expects to launch the VCC framework in the second 

half of 2019.

In a report published in January, consulting firm 

Cerulli said new fund structure is unlikely to change 

the distribution of offshore funds in the city-state in 

the near term, as global managers await more clarity 

and information on tax implications before deciding 

whether to re-domicile funds here. While the govern-

ment said in its budget that the 10% concessionary 

tax will be extended to VCC managers, further details 

are still expected. 
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South Korea
In 2018 revenues for South Korea reached a post-

crisis peak with Celltrion delivering 23% of the 

country’s USD $483 million in revenue across the 

twelve months, according to data from IHS Markit. 

Shares of Celltrion rallied in 2017, which led to 

declining borrow demand and fees. 2018 repre-

sented a return to form, coming off the back of 

2014-2016 when the firm delivered more than 30% 

of all revenues for South Korean equities.

In October, Citi signed a deal with Korea’s central 

securities depository, KSD, in a bid to allow local 

fund managers and brokers to lend their global 

equity portfolios. Both firms announced a partner-

ship on October 5 with Shinhan Investment Corp, 

a brokerage firm, listed as the first client.

Further clients are expected to be added and 

Citi said its agreement with KSD may be extended 

to cover other financial assets. Many Korean inves-

tors already participate in local Korean securities 

lending which is intermediated by KSD, the coun-

try’s settlement house. 

Citi said it is the first bank selected by KSD to of-

fer local Korean clients access to global securities 

lending via the platform.

David Russell, head of Citi’s prime, futures and 

securities services, Asia and head of markets, 

Hong Kong, added:  “Securities lending is a crucial 

element of an evolved financial market and this 

partnership will go a long way in cementing Ko-

rea’s status as a leading global securities market.”

South Korea is the third largest securities lend-

ing market in Asia Pacific, behind Hong Kong and 

Japan.

Meanwhile, on October 23, Business Korea 

reported that South Korea’s state-run National 

Pension Service (NPS) has opted to cease lending 

stocks. 

“We have stopped lending stocks from Oct. 22 

after an internal discussion,” Kim Sun-joo, chair-

man of NPS, was quoted as saying. “We plan to 

collect the already extended stocks by year’s end 

in consideration of the contractual relationship 

with borrowers.”

Sun-joo, a former lawmaker of the Democratic 

Party, was named chairman of NPS in November 

2017.

The pension fund group has over £430 billion 

worth of assets and recently appointed Ahn Hyo-

Joo, ex-president of financial holding company 

BNK Financial Group, as its new chief investment 

officer, filling a vacancy that had stretched for well 

over a year.

The decision to stop lending securities follows a 

recent survey conducted by local pollster Real-

meter.

Over 76% of 1,050 respondents supported the 

idea of banning NPS, which has equity ownership 

in 270 Korean stocks, from lending shares to short 

sellers. 
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Taiwan
Taiwan is the fourth largest equity lending market, 

contributing 10% of APAC revenues, according to 

data from IHS Markit. 

Sam Pierson, director of securities finance at IHS 

Markit, said equity lending revenues were $213 

million in 2018, up 18% year-on-year.

“Revenues were buoyed by a 39bps increase in 

fees, offsetting marginal decline in balances,” he 

explained. “Lendable inventory grew by 17%, caus-

ing a decline in utilization”.

Yageo Corp, a Taiwan-based electronic com-

ponent manufacturing company, delivered $20 

million in revenues, 9.4% of country total. 

The last couple of years have been quiet in terms 

of market developments in Taiwan.

However, the rule changes that have taken place 

were positive toward securities borrowing and 

lending, although they had a relatively minor 

impact. 

The focus onshore seems to be enhancing the 

short-sell quota system, continuing to provide 

the necessary protection while also bringing back 

liquidity to the short-selling mechanism.

In 2018, the Pasla working group focused on 

a number of topics, including presale borrow 

matching and/or recall delivery requirements; on-

lending for financing and/or entity switching, cor-

porate action reform, and a review of local lending 

income tax and dividend tax requirements.

Foreign fund players still keen  

to develop onshore presence

Foreign players have been endeavoring to dem-

onstrate their commitment to developing their 

onshore presence, according to a recent report 

by research house Cerulli. Amundi Asset Man-

agement was the latest to head onshore, with its 

acquisition of Mirae Asset Global Investments in 

November. The latter suffered the most among 

all managers in the market in terms of AUM, as 

its asset size reduced by 26.3% over the first nine 

months. Meanwhile, seven other foreign asset 

managers— Alliance Bernstein, Allianz Global 

Investors, Eastspring Securities Investment Trust, 

Franklin Templeton SinoAM, J.P. Morgan Asset 

Management, Schroder Investment Management, 

and FIL Investment Trust—were recently rewarded 

with incentives under the “Deep Cultivation Plan.”

Originally implemented in 2015, the plan is simi-

lar to the “Plan to Encourage Stronger business 

Ties in Taiwan for Offshore Funds” (translated 

from Mandarin as the “Deep Cultivation Plan”), 

and aims to push domestic players to innovate 

and improve to better position themselves against 

foreign asset managers. Currently, three local as-

set managers—Cathay Securities Investment Trust, 

Yuanta Securities Investment Trust, and Fuh Hwa 

Securities Investment Trust—have been rewarded 

through this incentive scheme. 

Taiwan 2017 - 2018 • Equities
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AustrAliA 
securities lending

BMO Capital Markets

140 William Street, 33rd Floor, Melbourne, Victoria 
3000, Australia
Tel: +61 3 9642 3600
Email: GlobalPrimeFinance@bmo.com
www.bmocm.com

Type of firm
Investment Bank

BMO Capital Markets is a leading, full-service North 
American-based financial services provider offering 
corporate, institutional and government clients access 
to a complete range of products and services. These 
include equity and debt underwriting, corporate lending 
and project financing, merger and acquisitions advisory 
services, securitization, treasury management, market 
risk management, debt and equity research and 
institutional sales and trading.  

With approximately 2,500 professionals in 30 locations 
around the world, including 16 offices in North America, 
BMO Capital Markets works proactively with clients to 
provide innovative and integrated financial solutions.

BMO Capital Markets is a member of BMO Financial 
Group (NYSE, TSX: BMO), one of the largest diversified 
financial services providers in North America with 
US$589 billion total assets and over 45,000 employees 
as at July 31, 2018. For more information, visit www.
bmocm.com/. 

Securities financing activities
Global Equities

Prime brokerage activities
Synthetics and Equity Repo

Other Offices
New York, Seattle, Dublin, Toronto, and London

Managing Director
Carolyn Mitchem 
carolyn.mitchem@bmo.com
+61 3 9642 3600  

Vice President
Fiona Moscato
Fiona.moscato@bmo.com
+61 3 9642 3600  

BNP Paribas securities services - 
Agency lending

59 Castlereagh Street, Sydney NSW2000, Australia
securities.bnpparibas.com

Type of firm
Custodian

BNP Paribas Securities Services is a leading global 
custodian with more than USD 9 trillion in assets 
under custody and a global custody network covering 
over 100 markets. It services all participants in the 
financial services industry, helping them protect their 
investments, evaluate and report on their portfolios, 
monitor risk and enhance returns. With an in-depth 
knowledge of global markets, across multiple assets 
classes and currencies, BNP Paribas has supported 
the Securities financing activities of our clients for 
many years. In today’s changing environment, our 
clients require enhanced returns, product expertise, 
operational efficiency and a strong risk management 
ethos, delivered through our dedicated relationship 
management teams, providing each of our clients 
with continuous market and regulatory expertise and 
support. 

Securities financing activities
Agency and Third Party Securities Lending

Main collateral types
Cash, Non Cash

Other Offices
London, Hong Kong, New York

Global Head of Agency Lending
Adnan Hussain
adnan.hussain@uk.bnpparibas.com
+44 207 595 1435

APAC Head of Agency Lending
Simone Broadfield
simone.broadfield@asia.bnpparibas.com 
+852 2108 5262

Agency Lending, APAC
Phil Shepley
phil.shepley@au.bnpparibas.com
+612 9222 0005

Head of Technical Sales
Christian Oger
christian.oger@bnpparibas.com
+33 0 40 14 1562

AustrAliA

Securities Lending
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Citi

Citibank Tower, 2 Park Street, Sydney NSW 2000, 
Australia
Tel: +61 2 8225 6296
www.citibank.com/mss/products/investor_svcs/
securities_finance/

APAC Head of Agency Lending Trading
Eusebio Teofilo-Sanchez
Eusebio.Sanchez@citi.com
+61 2 8225 6296

Trading Desk Head,  
Agency Securities Lending – Australia
Matthew Bunyan
Matthew.Bunyan@citi.com        
+61 2 8225 6296

Citi

Citigroup Centre, 2 Park Street, Sydney NSW 2000, 
Australia

Type of firm
Investment Bank

Prime Finance Trading, Vice President
Gary Hance
gary.hance@citi.com
+61 2 8225 6307

Deutsche securities Australia 
limited

Floor 14, Deutsche Bank Place, Sydney NSW 2000
Australia
+61 2 8258 1234
www.db.com

Type of firm
Investment Bank

Managing Director, Global Prime Finance and 
Equity Platforms Australia and NZ 
James Jennings
james.jennings@db.com
+61 2 8258 3084

Director, Global Prime Finance
Peter Knight
peter.knight@db.com
+61 2 8258 1615

J.P. Morgan

85 Castlereagh Street, Floor 20, Sydney 2000, 
Australia
www.jpmorgan.com/global/solutions/cib/investor-
services

Type of firm
Custodian Bank

Executive Director, Head of Agency Lending, APAC
Ed Bond
edward.bond@jpmorgan.com
+852 2800 2667

Executive Director, Agency Lending Portfolio 
Advisory
James Manning
james.manning@jpmorgan.com
+81 3 6736 6646

Executive Director, Agency Lending Trading 
Barry Griffin
barry.griffin@jpmorgan.com
+61 2 9003 7877

Executive Director, Agency Lending Cash 
Reinvestment
Patrick Kwong Keong Tang
Patrick.KK.Tang@jpmorgan.com
+61 2 9003 7828

AustrAliA

Securities Lending

AustrAliA

Securities Lending
AustrAliA • securities lending
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Securities Lending

JPMorgan

85 Castlereagh Street, Sydney NSW 2000, Australia
Tel: +852 2800 7789
www.jpmorgan.com/global/solutions/cib/prime-
services

Type of firm
Investment Bank

Managing Director, Asia Head of Equity Finance
Duncan Wilson
Duncan.Wilson@jpmorgan.com
+852 2800 7789

Executive Director, Asia SBL Trading
Rob Nichols
robert.nichols2@jpmorgan.com
+612 9003 7731

Managing Director, Asia Head of Prime Financing
Kazuma Naito
kazuma.naito@jpmorgan.com
+852 2800 8928

Executive Director, Asia Prime Brokerage Sales
Stephen Kelly
Stephen.W.Kelly@jpmorgan.com
+852 2800 7745

Executive Director, APAC Client Financing
Nicholas Stearn
nicholas.stearn@jpmorgan.com
+852 2800 7749

Macquarie Bank limited

50 Martin Place, Sydney, NSW 2000, Australia
Tel: +61 2 8232 7664
www.macquarie.com

Type of firm
Investment Bank

Equity Finance
Christopher Hudson
Chris.Hudson2@macquarie.com
+61 2 8232 7664

National Australia Bank ltd

500 Bourke Street, Melbourne, VIC 3000, Australia
Tel: +61 3 8641 1908
Email: ncs.isl@nab.com.au
www.nab.com.au

Type of firm
Bank

Securities Lending
Peter Palmer
peter.palmer@nab.com.au
+61 3 8641 1908

Securities Lending
Nigel McIntosh
nigel.mcintosh@nab.com.au
+61 3 8641 1907

Securities Lending
Andrew Seymour
andrew.seymour@nab.com.au
+61 3 8641 4921

Northern trust

Level 47, 80 Collins Street, Melbourne, Victoria 3000, 
Australia
Tel: +852 2622 8710
www.northerntrust.com/

Type of firm
Agent Lender, Global Custodian

Head of Securities Lending, Asia-Pacific, Hong Kong
Andrew Geggus
ag247@ntrs.com
+852 2918 2912

Head of Securities Lending Trading, Australia
Bun Eng
be23@ntrs.com
+852 2622 8710

AustrAliA

Securities Lending
AustrAliA • securities lending
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rBC investor & treasury services

2 Park Street, Level 46, Sydney NSW 2000, Australia
Tel: +612 826 25272
www.rbcits.com

RBC Investor & Treasury Services (RBC I&TS) is 
a specialist provider of asset services, a leader in 
Canadian cash management and transaction banking 
services, and a provider of treasury services to 
institutional clients worldwide, with over 4,000 
employees in 17 countries across North America, 
Europe, Asia and Australia. We deliver services which 
safeguard client assets, underpinned by client-centric 
digital solutions which continue to be enhanced and 
evolved in line with our clients’ changing needs. 
Trusted with CAD 4.2 trillion in client assets under 
administration(1), RBC I&TS has been rated by our 
clients as the #1 global custodian for eight consecutive 
years(2) and is a financially strong partner with among 
the highest credit ratings globally(3).

(1) RBC quarterly results released August 22, 2018

(2) Global Custody Survey, Global Investor ISF, 2011 to 
2018, unweighted

(3) Standard & Poor’s (AA-) and Moody’s (Aa2) ratings 
of Royal Bank of Canada as of August 22, 2018, 
compared to the top 10 global custodians by AUA “

Managing Director, Securities Finance
Donato D’Eramo
donato.deramo@rbc.com
+1 416 955 5500

Associate Director, Securities Finance
Jeremy Martin
jeremy.martin@rbc.com
+612 8262 5272

state street Bank and trust - Agency 
lending

420 George Street, Sydney, NSW, Australia
Tel: +61 2 8249 1186
www.statestreetglobalmarkets.com

Type of firm
Custodian and Specialist Bank

Head of Securities Finance, APAC
Jansen Chua
JWChua@statestreet.com
+852 2230 1517

Head of Trading, APAC
Jason Wells
jwells@statestreet.com
+852 3667 7008

state street Bank and trust - 
Enhanced Custody

420 George Street, Sydney, NSW, Australia
Tel: +61 2 8249 1186
www.statestreetglobalmarkets.com

Type of firm
Custodian and Specialist Bank

Head of Securities Finance, APAC
Jansen Chua
JWChua@statestreet.com
+852 2230 1517

Head of Enhanced Custody, APAC
Robert Park
Robert.Park@statestreet.com
+852 3667 7048

uBs 

8 Exhibition Street, Melbourne, Victoria 3000, 
Australia
Tel: +61 3 92426155
www.ubs.com

Type of firm
Investment Bank

Head Prime Services Australia
Greg Keyser
greg.keyser@ubs.com
+61 3 92426155

Stock Borrowing & Lending
Matthew Smith
matthew.smith@ubs.com
+61 3 92426116

AustrAliA

Securities Lending

AustrAliA

Synthetic Finance
AustrAliA • securities lending
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ChiNA 
repo

standard Chartered Bank

201 Century Boulevard, Pudong, Lujia, 25/F, 
Shanghai, China
Tel: +86 21 3851 5189
Email: repo.trading@sc.com
www.sc.com

Type of firm
Commercial Bank

Securities financing activities
Standard Chartered Bank is one of the leading Repo 
and collateral trading banks with particular focus on 
Asia, Africa and the Middle East. We’ve got the global 
network, deep expertise and innovative vision to meet 
all your financing needs and more. 

China Repo Trading
Luoshi Yan
Luoshi.yan@sc.com
+86 21 3851 5189

hONg KONg 
Funding & Collateral

ABN AMrO Clearing Bank N.V

Level 70, International Commerce Centre, 1 Austin 
Road West, Kowloon, Hong Kong

Global Head of Securities Finance
Valerie Rossi
valerie.rossi@hk.abnamroclearing.com
+852 3653 0730

Bank of America Merrill lynch

55/F, Cheung Kong Center, 2 Queen’s Road Central, 
Hong Kong
Tel: +852 3508 8888
Email: dg.hksl@baml.com
corp.bankofamerica.com/business/ci/home

Type of firm
Broker-Dealer

APR Asset Optimisation Group
Martin Van Meerendonk
vanmeerendonk.martin@baml.com
+852 3508 7847

Global Head Asset Optimization Group
Matthew Scott
matthew.r.scott@baml.com
+1 212 449 9778

Barclays Plc

2 Queen’s Road Central, 41/F Cheung Kong Center, 
Hong Kong
Tel: +852 2903 2613
www.investmentbank.barclays.com/markets/
prime-brokerage-services.html

Type of firm
Investment Bank

Asia Pacific SFT Funding Trading
Jae Young Yee
jaeyoung.lee@barclays.com
+852 2903 2613

hONg KONg

Funding & Collateral

ChiNA

Repo

hONg KONg

Funding & Collateral
chinA • repo hong Kong • Funding & collAterAl
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ABN AMrO Clearing Bank N.V
Level 70, International Commerce Centre, 1 Austin 
Road West, Kowloon, Hong Kong

Global Head of Securities Finance
Valerie Rossi
valerie.rossi@hk.abnamroclearing.com
+852 3653 0730

Junior Securities Finance Trander
Alex Lee
alex.lee@hk.abnmroclearing.com
+852 3653 0748

Bank of America Merrill lynch
55/F, Cheung Kong Center, 2 Queen’s Road Central, 
Hong Kong
Tel: +852-3508-8888
Email: dg.hksl@baml.com
corp.bankofamerica.com/business/ci/home

Type of firm
Broker-Dealer

APR Asset Optimisation Group
Martin Van Meerendonk
vanmeerendonk.martin@baml.com
+852 3508 7847

Global Head Asset Optimization Group
Matthew Scott
matthew.r.scott@baml.com
+1 212 449 9778

Barclays Plc
2 Queen’s Road Central, 41/F Cheung Kong Center, 
Hong Kong
Tel: +852 2903 2614
www.investmentbank.barclays.com

Type of firm
Investment Bank

Head of SBL Trading, Equities, Asia Pacific 
Anthony Chiu
anthony.chiu@barclays.com
+852 2903 2614

BNP PAriBAs sA
63/F IFC2, 8 Finance Street, Central, Hong Kong,
Tel: + 852 2108 5456
www.bnpparibas.com

Type of firm
Investment Bank

Equity Securities Financing

Global Head of Prime Solutions & Financing
Raphael Masgnaux 
raphael.masgnaux@uk.bnpparibas.com
+44 207 595 8058

Head of Prime Solutions & Financing, Asia Pacific
Benjamin Dufour
benjamin.dufour@asia.bnpparibas.com
+852 2108 5456

Head of Securities Lending Sales Trading APAC
David Egliskis
david.egliskis@japan.bnpparibas.com
+813 6377 3543

BNP Paribas securities services - 
Agency lending

PCCW Tower Taikoo Place, 979 Kings Road, Quarry 
Bay, Hong Kong
securities.bnpparibas.com/

Type of firm
Custodian

hONg KONg

Securities Lending

hONg KONg

Securities Lending
hong Kong • securities lending
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BNP Paribas Securities Services is a leading global 
custodian with more than USD 9 trillion in assets 
under custody and a global custody network covering 
over 100 markets. It services all participants in the 
financial services industry, helping them protect their 
investments, evaluate and report on their portfolios, 
monitor risk and enhance returns. With an in-depth 
knowledge of global markets, across multiple assets 
classes and currencies, BNP Paribas has supported 
the Securities financing activities of our clients for 
many years. In today’s changing environment, our 
clients require enhanced returns, product expertise, 
operational efficiency and a strong risk management 
ethos, delivered through our dedicated relationship 
management teams, providing each of our clients with 
continuous market and regulatory expertise and support. 

Securities financing activities
Agency and Third Party Securities Lending

Main collateral types
Non Cash

Other Offices
London, Sydney, New York

Global Head of Agency Lending
Adnan Hussain
adnan.hussain@uk.bnpparibas.com
+44 207 595 1435

APAC Head of Agency Lending
Simone Broadfield
simone.broadfield@asia.bnpparibas.com 
+852 2108 5262

Agency Lending, APAC
Phil Shepley
phil.shepley@au.bnpparibas.com
+612 9222 0005

Head of Technical Sales
Christian Oger
christian.oger@bnpparibas.com
+33 0 40 14 1562

Technical Sales
Jules Bottlaender
jules.bottlaender@bnpparibas.com
+852 319 73634

BNP Paribas securities services - 
Principal lending
PCCW Tower Taikoo Place, 979 Kings Road, Quarry 
Bay, Hong Kong
securities.bnpparibas.com/

Type of firm
Custodian

BNP Paribas Securities Services is a leading global 
custodian with more than USD 9 trillion in assets 
under custody and a global custody network covering 
over 100 markets. It services all participants in the 
financial services industry, helping them protect their 
investments, evaluate and report on their portfolios, 
monitor risk and enhance returns. With an in-depth 
knowledge of global markets, across multiple assets 
classes and currencies, BNP Paribas has supported 
the Securities financing activities of our clients for 
many years. In today’s changing environment, our 
clients require enhanced returns, product expertise, 
operational efficiency and a strong risk management 
ethos, delivered through our dedicated relationship 
management teams, providing each of our clients with 
continuous market and regulatory expertise and support. 

Securities financing activities
Principal Lending

Other Offices
London

Global Head of Principal Lending
Yannick Bierre
yannick.bierre@bnpparibas.com
+33 1 57 14 16 54

Global Head of Equity Lending
Tony Blanchard
tony.blanchard@uk.bnpparibas.com
+44 207 595 5555 

Global Head of STIR
Lias Hammouche
lias.hammouche@bnpparibas.com
+33 1 57 14 16 52

Head Of Hong Kong Principal Lending Trading Desk
Vincent Andraud
vincent.andraud@asia.bnpparibas.com
+852 3197 3816

Head Of Hong Kong Securities Lending Trader
Lina Ung
Lina.ung@asia.bnpparibas.com
+852 3197 3817

hONg KONg

Securities Lending
hong Kong • securities lending
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BNY Mellon

One Queens Road, 3 Pacific Place, Admiralty, Hong 
Kong
Tel: +852 2840 9888
www.bnymellon.com

Type of firm
Investment Company offering investment management, 
investment services and wealth management

BNY Mellon is a global investments company dedicated 
to helping its clients manage and service their financial 
assets throughout the investment lifecycle. Whether 
providing financial services for institutions, corporations 
or individual investors, BNY Mellon delivers informed 
investment management and investment services in 
35 countries and more than 100 markets. As of Sept. 
30, 2016, BNY Mellon had $30.5 trillion in assets 
under custody and/or administration, and $1.7 trillion 
in assets under management. BNY Mellon can act as 
a single point of contact for clients looking to create, 
trade, hold, manage, service, distribute or restructure 
investments. BNY Mellon is the corporate brand of 
The Bank of New York Mellon Corporation (NYSE: BK). 
Additional information is available on www.bnymellon.
com. Follow us on Twitter @BNYMellon or visit our 
newsroom at www.bnymellon.com/newsroom for the 
latest company news.

Securities financing activities
Stock lending and borrowing, Corporate bond lending 
and borrowing, Equity Repo

Fixed income lending and borrowing, Corporate bond 
lending and borrowing, Fixed Income REPO

Main collateral types
Major Currencies, Global Fixed Income, Global Equities

MD, BNY Mellon Markets - Finance
William Kelly
bill.kelly@bnymellon.com
+1 212 815 3908

MD, Global Head of Equity and Fixed Income 
Finance Trading
Robert Chiuch
robert.chiuch@bnymellon.com
+1 212 815 2646

MD, Regional Head of Equity Finance
Paul Solway
paul.solway@bnymellon.com
+852 2840 6690

Desk Manager
Serge Micallef
serge.micallef@bnymellon.com
+852 2840 9738

Trader
Phian Chueng
phian.chueng@bnymellon.com
+852 2840 9738

Trader
Byung Soo Lee
dong.lee@bnymellon.com
+852 2840 9738

MD, Regional Head of Fixed Income Finance Trading
Howard Field
howard.field@bnymellon.com
+44 20 7163 5868

Trader
Matthew Lau
matthew.lau@bnymellon.com
+852 2840 9738

MD, Global Head of Equity Repo
Larry Mannix
larry.mannix@bnymellon.com
+1 212 922 4626

Brown Brothers harriman  
(hong Kong) limited

13/F Man Yee Building, 68 Des Voeux Road Central, 
Hong Kong
Tel: +852 3756 1600
www.bbh.com

Head of Securities Lending Trading - Asia
Zubair Nizami
zubair.nizami@bbh.com
+852 3756 1680

Securities Lending Business Development - Asia
Munenori Yoshihara
munenori.yoshiara@bbh.com
+81 3 6361 6369

hONg KONg

Securities Lending

hONg KONg
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Chimaera Financial group

Sun House, L11, 90 Connaught Road Central, 
Sheung Wan, Hong Kong
Tel: +852 3018 8008
Email: compliancegroup@chimaerafinancial.com
www.chimaerafinancial.com

Type of firm
Trading and investment advisory

Director
Jacqueline Kingcott
jkingcott@chimaerafinancial.com
+852 3018 8008

Citi

Citibank Plaza, 3 Garden Road, Central, Hong Kong
Tel: +852 2868 7355
www.citibank.com/mss/products/investor_svcs/
securities_finance/

APAC Head of Agency Lending Trading
Eusebio Teofilo-Sanchez
Eusebio.Sanchez@citi.com
+852 2868 7355

Trading Desk Head,  
Agency Securities Lending – Hong Kong
Billy Kwong
Billy.Kwong@citi.com
+852 2868 7353

Citi

Citibank Tower, 3 Garden Road, Central, Hong Kong

Type of firm
Investment Bank

Head of APAC Securities Lending Trading, Director
Agnes Yau
agnes.yau@citi.com
+852 2501 8299

Credit suisse

International Commerce Centre, One Austin Road 
West, Kowloon, Hong Kong
Tel: +852 2101 7817
www.credit-suisse.com

Managing Director 
Ken Hon
ken.hon@credit-suisse.com
+852 2101 6115

Deutsche Bank

Floor 61, International Commerce Centre, 1 Austin 
Road West, Kowloon, Hong Kong
www.db.com

Type of firm
Investment Bank

Head of Trading, APAC
Brian Leung
brian.leung@db.com
+852 220 38212

Deutsche Bank securities Asia 
limited

International Commerce Centre, 1 Austin Road 
West, Kowloon, Hong Kong
+852 2203 8888
www.db.com

Type of firm
Investment Bank

Director, Head of Client Financing Sales APAC
Paul Skurr
paul.skurr@db.com
+852 2203 6631

Director, Head of Synthetic Equity Flow Swap / SBL 
Trading
Aaron Doyle
aaron.doyle@db.com
+852 22036079

hONg KONg

Securities Lending
hong Kong • securities lending
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hsBC Bank Plc

Level 30, HSBC, 1 Queen’s Road Central, Hong Kong
Tel: +852 2822 1504
www.gbm.hsbc.com/solutions/securities-services

Type of firm
Agent Lender

Securities financing activities
Securities Lending

Acting Co-Global Head of Securities Lending
Reshad Mullboccus
reshad.mullboccus@hsbc.com.hk
+852 2822 1504

Senior Trader
James Cooper
james.m.cooper@hsbc.com
+852 2822 1504

Trader
Miana W H Auyeung
mianawhauyeung@hsbc.com.hk
+852 2822 1504

Product Analyst 
James Er 
james.x.p.er@hsbc.com.hk 
+852 2914 9008

Business Analyst 
Junaid Arshad 
junaid.arshad@hsbc.com.hk 
+852 3663 7101

Client Service Representative 
Natalie Wong 
natalie.h.t.wong@hsbc.com.hk 
+852 3604 7347 

hong Kong And shanghai Banking 
Corporation

1 Queen’s Road Central, Hong Kong
www.gbm.hsbc.com

Head of Prime Finance Asia Pacific
Stephane Chaboureau
stephanechaboureau@hsbc.com
+852 2822 1969

Head of Financing and Collateral Trading, APAC
Richard Casey
richard.s.casey@hsbc.com.hk
+852 2822 2254

Head of Delta One & Index Trading APAC
Christophe Oleron
christophe.a.p.oleron@hsbc.com.hk
+852 2822 1854

Head of Prime Finance Client Service (Asia)
Cathy Mullin
cathymullin@hsbc.com.hk
+852 2841 8481 

Head of Delta One Sales APAC
Tarun Makhija
tarun.makhija@hsbc.com.hk
+852 2822 1534

Head of EQD/D1/EQ Finance Sales APAC
Richard Gallagher
Richardwlgallagher@hsbc.com.hk
+852 2822 2070

SBL Trading
Kevin H J Park
kevin.h.j.park@hsbc.com.hk 
+852 2822 1674 

SBL Trading
Ken Kai-Hoi Cheung
ken.x.cheung@hsbc.com.hk 
+ 852 29966543 

hONg KONg
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ihs Markit

25/F Lee Garden Two, 28 Yun Ping Road, Causeway 
Bay, Hong Kong
Tel: +852 3726 7012
www.markit.com/msf

Type of firm
Financial Information Services

IHS Markit securities finance dataset covers more 
than $20 trillion of global securities in the lending 
programmes of more than 22,000 institutional funds. 
It includes more than eleven years of history with over 
three million intraday transactions. Our data is sourced 
directly from leading industry practitioners, including 
prime brokers, custodians, asset managers and hedge 
funds and is recognized as the independent source of 
such data in the marketplace.

Securities financing activities
Our securities finance offering provides insight into 
market sentiment and trading transparency from a 
macro to individual stock level. It also delivers Tri-
Party Repo data and analytics to provide enhanced 
visibility and insight into the market for collateral cash 
investments, demand, pricing and usage. Collateral 
and funding managers of prime dealers, banks, 
money market funds, securities lenders, hedge funds, 
insurance companies and corporations can benefit from 
our comprehensive combination of repo and securities 
lending data and analytics

Prime brokerage activities
IHS Markit offers a fully hosted data and reporting 
solution for Securities Financing  Transactions 
Regulation (SFTR) that sets an industry wide standard, 
providing  the foundation needed to reconcile trading 
activity down to the Unique Trade Identifier (UTI) 
and Legal Entity Identifier (LEI) level of granularity. 
The SFTR solution will also offer participants turnkey 
connectivity to Trade Repositories.

Executive Director – Securities Finance Product 
Sales 
Karen King
karen.king@ihsmarkit.com
+852 3726 7012

Associate Director, Product Specialist 
Heny Lau 
Henry.lau@ihsmarkit.com
+852 3726 7009

Product Specialist 
Kyotaro Inoue
Kyotaro.Inoue@ihsmarkit.com
+813 6262 1858

Associate Director, Product Specialist
Jason Yang 
Jason.yang@ihsmarkit.com
+86 10 6533 4549

interactive Brokers hong Kong

Suite 1512, Two Pacific Place, 88 Queensway, Hong 
Kong
Tel: +852 2156 7935
Email: thslb_apac@interactivebrokers.com.hk
www.interactivebrokers.com

Type of firm
Broker

Head Securities Financing EMEA & APAC
Roman Joos
rjoos@interactivebrokers.ch
+41 41 726 9566

Securities Financing APAC Group
thslb_apac@interactivebrokers.com.hk
+852 3410 7522

SLB Trader APAC
Joseph Ng
jng@interactivebrokers.com
+852 3410 7522

Jefferies hong Kong limited

Cheung Kong Center, 2 Queen’s Road Central, Hong 
Kong
Tel: +852 3743 8142
Email: SF_Asia@Jefferies.com
www.jefferies.com

Type of firm
Investment Banking

Co-Head of Prime Services/Head of Global 
Securities Finance
Nick Rankin
nrankin@jefferies.com
+1 212 444 4322

Head of Asia Securities Finance
Stuart Jones
stuart.jones@jefferies.com
+852 3743 8143

hONg KONg

Securities Lending
hong Kong • securities lending
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J.P. Morgan

18 Westlands Road, Island East,  
Floor 54, 999077, Hong Kong
www.jpmorgan.com/global/solutions/cib/investor-
services

Type of firm
Custodian Bank

Executive Director, Head of Agency Lending, APAC
Ed Bond
edward.bond@jpmorgan.com
+852 28002667

Executive Director, Agency Lending Portfolio 
Advisory
James Manning
james.manning@jpmorgan.com
+81 3 6736 6646

Executive Director, Agency Lending Trading 
Barry Griffin
barry.griffin@jpmorgan.com
+61 2 9003 7877

Executive Director, Agency Lending Cash 
Reinvestment
Patrick Kwong Keong Tang
Patrick.KK.Tang@jpmorgan.com
+61 2 9003 7828

JPMorgan

8 Connaught Road, Central, Hong Kong
Tel: +852 2800 7789
www.jpmorgan.com/global/solutions/cib/prime-
services

Type of firm
Investment Bank

Managing Director, Asia Head of Equity Finance
Duncan Wilson
Duncan.Wilson@jpmorgan.com
+852 2800 7789

Executive Director, Asia SBL Trading
Matthew Ketley
matthew.ketley@jpmorgan.com
+852 2800 7713

Managing Director, Asia Head of Prime Financing
Kazuma Naito
kazuma.naito@jpmorgan.com
+852 2800 8928

Executive Director, Asia Prime Brokerage Sales
Stephen Kelly
Stephen.W.Kelly@jpmorgan.com
+852 2800 7745

Executive Director, APAC Client Financing
Nicholas Stearn
nicholas.stearn@jpmorgan.com
+852 2800 7749

Mizuho securities Asia limited
K11 Atelier, 18 Salisbury Road, Tsim Sha Tsui, 
Kowloon, Hong Kong
Tel: +852-2685-2265

Manager
Matsuo Hidetaku
Hidetaku.Matsuo@hk.mizuho-sc.com
+852 2685 2257

Trader
William Wong
william.wong@hk.mizuho-sc.com
+852 2685 2265

Trader
Hamazaki Terufumi
terufumi.hamazaki@hk.mizuho-sc.com
+852 2685 2295

Equity Synthetic Swaps
Samuel Lau
Samuel.Lau@hk.mizuho-sc.com
+852 2685 2021

hONg KONg
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NAtiXis
Level 72, International Commerce Center ,1 Austin 
Road West, Kowloon, Hong Kong
Tel: +852 3900 8421
Natixis SA /www.cib.natixis.com 

Type of firm
Investment Bank

Head of Global Securities Financing Asia
Francois Maury
francois.maury@natixis.com
+81 3 4579 2167

Deputy Head of Global Securities Financing Asia
Chamil Ioussoupov
chamil.ioussoupov@natixis.com
+852 3900 8421

Director, Client Strategies Group
David Forsyth
david.forsyth@natixis.com
+852 3915 1310

Trader - Securities Optimization Unit
Thomson Liu
thomson.liu@natixis.com
+852 3900 8471

Nomura international (hK) ltd.
8 Finance Street, IFC2, Hong Kong
Tel: +852 2536 1111
www.nomura.com

Type of firm
Investment Bank

Head of Equity Finance
Thomas Vickerton
thomas.vickerton@nomura.com
+852 2252 6632

Sales Trading
Tina Kwok
tina.kwok@nomura.com
+852 2252 6596

Sales Trading
Minha Lee
minha.lee@nomura.com
+852 2252 6604

Sales Trading
Laurie Pritchard
laurie.pritchard@nomura.com
+852 2252 6545

Northern trust

88 Queensway, Suite 1901, 19th Floor, Two Pacific 
Place Admirality, Hong Kong
Tel: +852 2918 2912
www.northerntrust.com

Type of firm
Agent Lender, Global Custodian

Head of Securities Lending Trading, Asia-Pacific
Andrew Geggus
ag247@ntrs.com
+852 2918 2912

sEB AB

1 Connaught Place, Central 17/F, Jardine House, 
Hong Kong
Tel: +852 3919 2608
Email: sftrading@seb.se
sebgroup.com/large-corporates-and-institutions/
our-services/markets/equity-finance

Type of firm
Investment Bank

Markets Financing, Asia
Anthony McDonald
anthony.mcdonald@seb.se
+852 3919 2608

sg securities (hK) limited

Pacific Place Three, 1 Queen’s Road East, Hong 
Kong
Tel: +852 2166 4088
Email: hkg-lnb@sgcib.com
www.societegenerale.asia

Type of firm
Universal Bank

Head of Securities Finance Services, Asia Pacific
Ariel Winiger
ariel.winiger@sgcib.com
+852 2166 4955

Deputy Head of Securities Finance Flow, Hong 
Kong
Ludovic Debard
ludovic.debard@sgcib.com
+852 2166 4476

Securities Finance Flow Trader
Sugeet Miglani
sugeet.miglani@sgcib.com
+852 2166 4591

hONg KONg

Securities Lending
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sinoPac securities (Asia) limited

7f, Lee Garden Three, 1 Sunning Road, Causeway 
Bay, Hong Kong
Tel: +852 2586 8371
www.sinopacasia.com

Type of firm
Securities firm

SVP, Head of SBL
Thomas Lui
thomas.lui@sinopac.com
+852 2586 8371

Vice President
Derek Lam
derek.lam@sinopac.com
+8862 2316 5587

state street securities hong Kong, 
ltd - Agency lending

Two International Finance Centre, 8 Finance Street, 
Central, Hong Kong
Tel: +852 3667 7006
www.statestreetglobalmarkets.com

Type of firm
Custodian and Specialist Bank

Head of Securities Finance, APAC
Jansen Chua
JWChua@statestreet.com
+852 2230 1517

Head of Trading, APAC
Jason Wells
jwells@statestreet.com
+852 3667 7008

Head of Client Management, Asia (ex Japan)
William Han
william.han@statestreet.com
+852 3556 1176

Head of Client Optimization, APAC
Paul York
PYork@statestreet.com
+852 3667 7006

state street securities hong Kong, 
ltd - Enhanced Custody

Two International Finance Centre, 8 Finance Street, 
Central, Hong Kong
Tel: +852 2230 1677
www.statestreetglobalmarkets.com

Type of firm
Custodian and Specialist Bank

Head of Securities Finance, APAC
Jansen Chua
JWChua@statestreet.com
+852 2230 1517

Head of Enhanced Custody, APAC
Robert Park
Robert.Park@statestreet.com
+852 3667 7048

Head of Trading, APAC
Karen Diu
kdiu@statestreet.com
+852 3667 7049

Head of Sales and Client Management, APAC
Roger Dunphy 
rdunphy@statestreet.com
+852 2230 1623

uBs Ag 

2 International Finance Centre, 8 Finance Street, 
Central, Hong Kong
Tel: +852 2166 4088
www.ubs.com

Type of firm
Investment Bank

Head of Stock Loan Trading Hong Kong
Jacob Boeding
jacob.boeding@ubs.com
+852 297 18591

Equity Finance Sales
Elizabeth Miller
elizabeth.miller@ubs.com
+852 297 18791

Trading
Alex Prince
alex.prince@ubs.com
+852 297 18803

hONg KONg
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Our cross-border expertise was recently recognized with a Top 10 borrower 
ranking in the Global, Americas, and Asia-Pacific categories.* So when 
you’re looking to extend your global reach, turn to the proven prime finance 
solutions and seamless execution of BMO Capital Markets. 

Top 10 sounds 
good in any 
language. 
Especially in prime finance. 

* 2018 Global Investor International Securities Finance (ISF) Survey. 
BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A. (member FDIC), Bank of Montreal Ireland 
p.l.c, and Bank of Montreal (China) Co. Ltd and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member FINRA and SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member 
Investment Industry Regulatory Organization of Canada and Member Canadian Investor Protection Fund) in Canada and Asia and BMO Capital Markets Limited (authorised and regulated by the 
Financial Conduct Authority) in Europe and Australia. “BMO Capital Markets” is a trademark of Bank of Montreal, used under license. 
® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere. ™ Trademark of Bank of Montreal in the United States and Canada. 
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Supporting the potential of  
Belt and Road Initiative to help connect 
63% of the world’s population.*

* Source: Hong Kong Trade Development Council Research and Xinhuanet
Issued by The Hongkong and Shanghai Banking Corporation Limited
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