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Interoperability requires consensus as fears of fragmentation continue
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Conference News

Market participants fear that the move to 
increase interoperability could cause further 
fragmentation for the industry, according to 
the Risk Management Association’s (RMA’s) 
Cutting-Edge Technologies Part 1 panel.

As part of a double-session on technology 
at the 38th Securities Finance and 
Collateral Management Conference, Pirum 
Systems’ CEO Phil Morgan, EquiLend’s 
chief information officer Ken DeGiglio and 
Goldman Sachs’ head of EMEA digital 
assets Amar Amlani, provided a basic 
understanding of certain new technologies 
and their practical use cases. 

Part 1 of the series also heard from BNY 
Mellon’s Victor O’Laughlen, head of digital 
for Clearance and Collateral Management 
(CCM), and J.P. Morgan’s Keerthi Moudgal, 

head of product for Onyx Digital Assets, 
who helped to explain key innovations such 
as tokenisation, digital assets, distributed 
ledger technology (DLT), smart contracts, 
artificial intelligence (AI), machine learning 
(ML) and robotic process automation (RPA).

Interoperability has become a buzzword 
in the industry, and the aim to become 
even more interoperable has presented a 
challenge, the panel heard. 

Interoperability is defined by the Bank 
of International Settlements (BIS) as 
something that “refers to the ability to make 
something happen in one payment system 
based on something happening in another 
payment system”.

Panellists were questioned on whether the 

case for further interoperability was setting 
the industry up for another future issue. 

Every country has its own payment rail 
— the infrastructure that moves money 
from one party to another — a panellist 
said. If firms create digital currencies, 
all on fragmented rails, firms will ‘end 
up with the same scenario’, in terms 
of further fragmentation, unless the 
industry ‘solves’ interoperability. 

Panellists expect to see further use of 
interoperability in the future, with firms 
increasing their activity with regards to 
blockchain technology.

Interoperability is solvable, commented 
one panellist. However, interoperability 
requires consensus.

https://www.transcendstreet.com/


US Treasury Clearing proposal to increase costs4Conference NewsThe anticipated US Treasury Clearing 

proposal has caused concern for some firms, 

which indicate that the costs of its implemen

-

tation will outweigh the benefits, according to 

a panel at the Risk Management Association 

(RMA) Securities Finance and Collateral 

Management Conference. 

The Challenges and Economic Considera

-

tions in Cash Collateral, Fixed Income and 

Repo panel engaged in a comprehensive 

analysis of the challenges faced by market 

participants, including the outlook for interest 

rates, credit risk, regulatory constraints and 

market volatility. 

Panellists explored how these economic 

factors shape decision-making, investment 

strategies and risk management practices in 

securities finance.

The discussion continued previous 

conversationse
Wlating to the U.S. Securities 

and Exchange Commission’s (SEC’s) US 

Treasury clearing proposal.

The proposal, released last year, requires 

mandatory clearing for cash Treasury transac-

tions, as well as Treasury repo transactions. 

Securities lending activity is not explicitly included 

within this proposal. However, one panellist 

indicated that it could be scoped in at some point. 

The Commission is forcing all transactionseto 

go through a central counterparty (CCP). The 

repo market, a panellist commented, would 

face the largest impact of this. 

Although the SEC proposal does provide both 

benefits and costs, said one panellist, the 

‘costs outweigh the benefits’. 

The panellist relayed that the benefits of the 

proposal included furthere
Wsiliency to the 

overall Treasury market structure, a reduction in 

the impact of any single counterparty default, as 

well as ‘some’ netting benefits across dealers.

However, the costs of the proposal included 

higher haircuts, which are mandatory and are 

required for any repo transaction. This will 

therefore increase the cost of doing business, a 

cost that can be significant, the panellist argued. 

Hedge fund clients worry that, if the proposal 

is brought into the market, they could be 

doing ‘less of a trade for more of a spread’. 

This means, a panellist explained, that the 

hedge fund client would not be able to ‘get as 

much leverage’ due to the higher haircut re-

quirements, but they would still be demanding 

‘the same amount of compensation’ that they 

are earning today. The panellist argued that 

spreads will need to widen. 

This means dislocations — circumstances 

in which financial markets, operating under 

stressful conditions, cease to price assets 

correctly on an absolute and relative basis — 

are likely to increase in the Treasury and repo 

market, the panel heard.

Firms are facing questions from their clients 

regarding when the clearing proposal will 

go into effect. A panellist confirmed that the 

answer to this question is currently unknown. 

Some market participants speculate that the SEC 

proposal will ‘be out soon’ with rumours indicating 

an October release and a short implementation 

timeline, though this has not been confirmed. 

The panel heard from State Street Global 

Advisors’ Karyn Corridan, head of US securities 

lending cash collateral strategies within the fixed 

income, cash and currency (FICC) team. 

Other panellists included BlackRock’s Eric 

Hiatt, US head of cash portfolio management; 

Invesco’s Ripal Tilara, senior portfolio 

manager for Invesco Fixed Income; Bank of 

America Securities’ Mark Cabana, head of 

US rates strategy; and BNY Mellon’s Michael 

Evan, senior portfolio manager.



US banking regulators ‘failing’ to deliver on Basel III Endgame goals
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Conference News

US banking regulators are not delivering 
Basel III Endgame goals of improving risk 
sensitivity and comparability, panellists 
heard at the Risk Management Association’s 
(RMA’s) Securities Finance and Collateral 
Management Conference.

The panel provided the foundation for a 
two-part discussion on Basel III Endgame, a 
regulation that is being closely watched by 
market participants. 

Part 1 of this discussion relates to the 
‘significant implications’ for the securities 
finance industry and saw panellists raise 
concerns for beneficial owners, banks and 
broker dealers. 

The Basel Committee on Banking Supervision 
(BCBS) introduced a dual-stack requirement 
into capital rules for Basel III Endgame. 
This development means that firms have 
to compute capital requirements under two 
different methodologies; the standardised 

approach and the expanded approach.

The dual-stack risk-weighted asset (RWA) 
requirement is currently applicable to 
Category I and II banks, and will now extend 
to Category III and IV banks. 

It requires these banks to calculate two 
RWAs. Banks will calculate their risk-based 
capital ratios under the two approaches, with 
the higher of the two being used to set the 
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Price breaks, orphan breaks and rate breaks are among the most 
common securities lending reconciliation issues which occur several 
times, on a daily basis, across any number of trades. With EquiLend 
1Source, we aim to eliminate them all. 

In 2021, we assembled a Digital Transformation Working Group, 
consisting of several agent lenders and broker-dealers. These 
group members identified the elimination of the antiquated 
reconciliation process as the top priority to be solved by a new, 
digital-first approach to transaction and lifecycle management. A 
third-party consultancy — commissioned by the working group to 
assess the cost of these top-three breaks and other reconciliation 
problems — determined that the cost to the industry totalled 
approximately US$100 million per year. From this, EquiLend 
1Source was born. 

EquiLend 1Source is a distributed ledger-based system that 
ensures all transaction information and subsequent lifecycle event 
information remains in sync for both counterparties in a contract 
at all times. With a single source of truth for all contract data 
across the trade lifecycle, the need for reconciliations simply goes 
away. Lifecycle events produce a multitude of breaks that demand 
reconciliation — this includes price differences, rate adjustments, 
orphan breaks, in addition to mid-processed dividends, overfunded 
collateral, and settlement errors. 

In addition, the effort to reconcile breaks is managed by operations 
and traders with considerable labour required to resolve complex 
breaks. Fines and fees incurred due to contract breaks, which 
may remain unreconciled for days and even weeks, contribute 
further time and monetary costs. Now, the underlying technology is 
available to eradicate these issues completely. 
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Securities finance: an industry in motion
Upgrading technology systems is crucial for success, says Clear Street’s Robert Sackett, head of prime financing, 
who discusses the significance of investing in modern and cloud-





and external recall will be crucial, and a recent Citigroup whitepaper 
estimates that the transition to T+1 will impact up to eight different 
departments within an organisation.

Under a shorter settlement cycle, investors can access their funds 
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Agenda

Supply-Side Perspectives on Securities Lending: Market 
and Regulatory Challenges for Beneficial Owners
Thursday, October 12, 2023 9:15 AM to 10:00 AM

Moderator

Brooke Gillman
eSecLending

Speakers

Mark Whipple
Invesco

Michael Newallo
BMO

Lori Paris
The Northern Trust Company

Dr. Jerry May
OPERS

Our panel will explore the market and regulatory challenges that beneficial owners face in participating effectively in 
the securities lending market. Delve into supply-side perspectives, including limited availability of lendable securities, 
counterparty risk management, operational complexities, and regulatory constraints. Gain insights into factors that 
limit availability, such as concentration risk, restricted securities, and the impact of short selling. Discover strategies to 
optimize collateral management and navigate the evolving regulatory environment.

Clearing the Path for Centrally Cleared Trades
Thursday, October 12, 2023 10:00 AM to 10:45 AM

Moderator 

Mark Faulkner
Credit Benchmark

Speakers

Jill Rathgeber
BNY Mellon

Michael Slomienski
Goldman Sachs

Paul Tagliareni
Morgan Stanley

Chen Xu
Debevoise & Plimpton LLP

Gain insights into the challenges and regulatory considerations surrounding centrally cleared securities lending and 
repo transactions including the proposal for central clearing of certain US Treasury repo transactions. Explore the 
obstacles preventing some agent banks, broker-dealers and beneficial owners from rapidly embracing clearing 
mechanisms, including collateral eligibility, default funds, operational complexities, costs, and risk management 
requirements. Understand the complex regulatory landscape governing central counterparty clearing (CCP), 
including oversight, capital requirements, resolution frameworks, and global/regional regulatory interplay. Discover 
the advantages and considerations of central clearing for securities lending and repo transactions, including the 
proposal for central clearing of US Treasury repo, exploring collateral optimization, liquidity management, pricing 
implications, market liquidity, and systemic risk. Address the question: Can we, as an industry, resolve these issues 
and create a path towards enhanced market infrastructure, stability, and improved risk management using centrally 
cleared trades as part of the solution?
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Cutting-Edge Technologies, Part 2:  How can 
we, as an industry, leverage the latest tech?
Thursday, October 12, 2023 11:30 AM to 12:15 AM

Moderator 

Jennifer Whitcomb
Fidelity Agency Lending

Speakers

Nick Delikaris
State Street

Ben Challice
J.P. Morgan

Simon Squire
BNY Mellon

The Securities Finance Industry is undergoing a rapid transformation, driven by advancements in fintech. Starting 
from the foundation developed in Part 1 on Tuesday, our panelists will delve deeper into the evolving fintech 
ecosystem and shed light on how technologies such as tokenization, digital assets, distributed ledger technology 
(DLT), smart contracts, artificial intelligence (AI), machine learning (ML), robotic process automation (RPA) , and even 
quantum computing are changing traditional financial practices. Additionally, we’ll cover the integration of fintech 
with regulatory frameworks, and the potential impact of these trends on market infrastructure, business models, and 
regulatory compliance. This discussion serves as a continuation of Tuesday’s panel: “Cutting-Edge Technologies, Part 
1: What does it all mean?”

Industry Leaders Panel
Thursday, October 12, 2023 12:15 PM to 1:15 PM

Moderator 

William Wade
Citigroup

Speakers

Patricia Hostin
State Steet

Matt Collins
Morgan Stanley

Marney McCabe
Fidelity Agency Lending

Simon Heath
J.P. Morgan

To close out the conference this year, senior leaders will explore how they integrate the themes covered in this 
conference, their own experiences in 2023 and their expectations for the years to come. They will share their 
perspectives on the trends influencing the securities finance industry and the broader market, and the way we work 
together.   They will explore what industry participants need to be successful, how regulation will continue to shape the 
way we engage with the broader global markets, the roles technology and outsourcing play in improving scale and 
productivity and how firms and the industry can ensure we are creating a workplace that attracts and develops the 
strongest talent possible.
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Things to do on Amelia Island
Compiled by Jamie Richards

The Marlin and Barrel distillery operates tours 
and a gift shop for fans of artisan liquor - the team 
craft vodka, rum, whisky and liqueurs from the 
site of an old Florida home. 

The Amelia Island Museum of History occupies 
the site of the disused Nassau County Jail. The 
museum tells the story of the island, from the 
native Timucua tribe, to Spanish and French 
colonisers, to eventual occupation by the US. The 
museum’s program is largely based on the tours 
and speeches given by the knowledgeable staff.

https://www.theocc.com/
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Your equity 
financing, 
centrally cleared
With the world’s largest  
U.S. equities lending counterparty

85
H ED G E LOA N 

PR O G R A M M EM B ER S*
AV ER AG E DA I LY 

LOA N VA LU E*

$126B30
Y E A R S

For 30 years, OCC’s Stock Loan Programs have reduced operational risk while 
enabling capital and collateral savings for Clearing Members.

To learn more, email MemberServices@theocc.com.

©2023 The Options Clearing Corporation. All rights reserved.

https://www.theocc.com/


EquiLend o�ers a complete 

https://www.equilend.com

