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SWIFT fogusps
Oon core mission

In an age of volatility, SWIFT’s challenge remains

constant: enabling innovation to cut total cost of

ownership, while ensuring sustained performance
of the services on which its community relies.

And as a new CEO takes the helm, SWIFT looks to focus on
the areas in which its expertise and capabilities can best be
leveraged to help banks deliver real value to clients.

chairman and a Sibos veteran.
While the programme and ex-
hibition have been continually
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nessed in the event over the years.
“Sibos has grown significantly
and with success comes responsi-
bility,” says Yawar Shah, SWIFT

s delegates arrive for Sibos

in Osaka, many of the ser-

ial attendees will be mull-

ing the changes they have wit-
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Death by
reform?

Are banks being
overwhelmed by
regulation?

Implementation of
new rules may take
banks’ focus from
growth.,

f any part of the financial ser-

vices industry is geared up to

handle wave upon wave of reg-
ulation it is transaction banking.
But do the post-crisis reforms that
are now reaching implementa-
tion stage proving too much even
for this most resilient of banking
businesses? Will the combination
of ever higher running costs, cli-
ent activity depressed by eco-
nomic uncertainty and the diver-
sion of scarce resources to handle
regulatory change fatally weaken
the transaction services franchises
that have sustained many banks
through thick and thin?

Long before the financial cri-
sis, transaction banking business-
es found themselves at the centre
of regulatory initiatives that obliged
them to invest heavily, simply to
continue to provide services to cus-
tomers. From anti-money launder-
ing and know-your-customer rules
stiffened in the aftermath of 9/11 to
initiatives such as check truncation

continued on page 4
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SWIFT brings TCO into focus
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enriched, the event is not simply an
industry fair. “SWIFT has stuck to
its ‘true north’ at Sibos with a fo-
cus on creating the right level of
dialogue in a responsible way,”
says Shah, noting that the dialogue
generated at Sibos is now facilitat-
ed throughout the year in a range
of physical and virtual forums.
“We provide the platform and
the programme allowing the in-
dustry to meet the industry,” says
Gottfried Leibbrandt, SWIFT
CEO. “The more we can do to
enable that, the happier I am.”
While encouraging a broadening
of the debate to encompass new
industry issues faced by its com-
munity members, SWIFT does
not seek a role for itself in the
outcome of every discussion.

Annual review
SWIFT itself nevertheless re-
mains a subject of debate at Si-
bos; not surprisingly as it is the
one annual opportunity for mem-
bers to look beyond their relation-
ship with SWIFT as individual
customers to whether the coop-
erative is meeting expectations
from the community as a whole.
Leibbrandt is clear that while
Sibos reflects the issues of the day,
SWIFT’s essential function for
the industry remains unchanged.
“Our core business is still secure
messaging,” he says. “And our
role in enabling the transfer of tril-
lions around the global econom-
ic system in a highly secure way
hasn’t changed. If anything it’s
become more critical as we have
more flows on the network.”

“As the financial
industry’s ‘rail
network’, we have
to make sure that
the trains run on
time; the leeway
for doing radically
new things is
there, but it has to
be in a controlled

bbl

way.

Gottfried Leibbrandt, CEO, SWIFT

Leibbrandt points to the lessons
provided by the railway system.
“They were built with heavy duty
engineering to carry heavy traffic
and were highly innovative when
they were first developed,” he says.
Later came highways and motor
vehicles. Yet the railways continue
to provide efficient access to the

From the city of innovation: Osaka

centre and to key infrastructures
and the best among them have
innovated to meet changing ex-
pectations. “We’re confronting a
somewhat similar challenge,” says
Leibbrandt. “Where we face com-
petition is in projects that involve
the building of a new infrastruc-
ture, and that competitive envi-
ronment forces us to keep inno-
vating our offering.”

Leibbrandt remains determined
to keep SWIFT’s core offering
front and centre. “We have a very
well defined core mission: to de-
liver the secure messaging nec-
essary to transact correspond-
ent banking, high-value transfers
and securities settlement in a safe
and highly efficient way,” he says.
“That mission is by definition fair-
ly risk-averse. As the financial in-
dustry’s ‘rail network’, we have to
make sure that the trains run on
time; the leeway for doing radical-
ly new things is there, but it has to
be in a controlled way.”

Shah reinforces this point fur-
ther. “SWIFT’s core franchise is
built around world-class integrity,
security and availability and this
high level of operational excel-
lence can never be compromised.
Our biggest achievement is to de-
liver at such high levels whilst con-
tinually driving down cost.”

New initiatives
A notable shift in recent years
from a technical, internal orienta-

tion to a focus on customers and
regions has nevertheless stimu-
lated calls for SWIFT to engage
with a range of specific challeng-
es that its members are facing.
One of these is sanctions screen-
ing. “Banks are facing fundamen-
tal challenges in both the effec-
tiveness and efficiency of dealing
with regulation and compliance,”
notes Shah. “They are asking
SWIFT to step up in this area.”

The resulting sanctions screen-
ing service, which is meeting
huge adoption, has several in-
novative aspects from SWIFT’s
perspective. Providing a central
subscription service for banks,
SWIFT checks messages against
public sanctions lists, and as Shah
adds, this is done in a structured,
rules-based manner with the help
of a market-leading third-party
application. In addition, SWIFT
is interacting with a new set of
specialists within its member in-
stitutions. “The people who run
regulation and compliance for the
banks have traditionally not inter-
acted with SWIFT,” says Shah,
who points out that for the first
time Sibos this year will have a
compliance forum.

Despite the new steps required
from SWIFT to be able to offer
the sanctions screening service,
Shah is in no doubt that it fits
clearly in the realm of what the
cooperative should be providing
for its community. “While this is

a new area for SWIFT, the banks
are asking it to apply its core ex-
pertise to the area of regulation
and compliance and deploy the
skills in which it excels: standard-
isation, a shared service where the
benefits of cooperation exceed
the benefits of competition and a
consistent global approach from a
neutral third party,” he says.

Leibbrandt too recognises the
natural fit. “It is very close to our
core and a logical value-add to
correspondent banking,” he says.
Shah nevertheless insists that the
dividing line between what SWIFT
can and cannot do in this area is
clear. “We all know the banks are
incurring increased cost in regula-
tion and compliance and it is right
that they should think about ways
in which SWIFT can ease the bur-
den,” he says. “But SWIFT can
never get in between the bank and
its regulator and SWIFT is not the
spokesperson for the community
on regulation. It is not an associ-
ation or a lobbying group; it must
remain a trusted third-party oper-
ating network.”

More from the core

“We are a utility for our custom-
ers,” Leibbrandt confirms. “I’d like
to develop a set of services around
that core function that are coherent
with it, so that when, for example,
I use SWIFT for correspondent
banking, I also have access to busi-
ness intelligence, sanction screen-
ing and other services around it.”

“Banks are facing
fundamental
challenges in both
the effectiveness
and efficiency

of dealing with
regulation and
compliance. They
are asking SWIFT
to step up in this
area.”

Yawar Shah, chairman, SWIFT

With the economic and tech-
nological environment chang-
ing fast, Shah sees SWIFT’s dual
role as a facilitator of dialogue
and provider of services as closely
linked. Leibbrandt agrees, point-
ing to recent examples where
these two aspects of its mission
have run in parallel. “Calls for
action from the community tend
to be driven by the need to meet
new regulatory requirements; for
example, LEIs [legal entity iden-
tifiers], trade repositories, regu-
latory reporting, compliance and

identity,” he says. “LEI is an in-
teresting microcosm as it is an
area where we decided to move
quickly while the debate was still
ongoing. It is a good example of
where we are trying to act and
foster dialogue at the same time.”

The notion of customer centric-
ity remains key. “What is needed
now is focus,” says Leibbrandt.
“We have launched quite a num-
ber of initiatives, but like all busi-
nesses we have limited resources.
We’re not planning to conquer the
whole universe and I’'m not sure
our owners would want us to.”

Having gone through the Lean
exercise, SWIFT is now in the
process of identifying high-im-
pact areas of activity to which
it can best apply its skills. “We
are launching an internal review
of all our projects over the last
three years, looking at what we
can prune and how we can direct
more resources to those with a
clear pay-off for the community,”
says Leibbrandt.

TCO

In marrying innovation with tradi-
tional services, total cost of own-
ership (TCO) reduction remains
key. “The hardest nut to crack as
far as the core is concerned is re-
ducing total cost of ownership for
our users,” says Leibbrandt. One
issue relates to the legacy infra-
structure that still runs many of
the operations within the com-
munity. “A clear lesson from the
implementation of ISO 20022 is
that, however fast we would ide-
ally like to move, the banks have
other things on their plate. If we
are going to innovate the core we
are going to have to do it at a pace
and in a way that our owners and
customers can absorb. There is
also an opportunity here for us to
shield customers from the impact
of new market infrastructures by
providing interoperability.”

Shah endorses the need for a
coherent framework of action on
new projects and sees the constan-
cy of SWIFT’s governance struc-
ture as providing the necessary
checks and balances. Pressed to
encapsulate the Board’s priorities
in the run up to Sibos, he resists.
“Governance and slogans don’t
go together,” he says. “Basical-
ly governance is all about a disci-
plined judgment-oriented mature
process. Governance doesn’t only
come from a manual, although the
rules are fundamental and help-
ful. Nor does it come only from
a particular set of participants ac-
tively worrying about something;
it is basically a tapestry of struc-
ture, discipline and even judgment
about how to run a company.”

To learn more...
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BIG ISSUE DEBATE 1

Death by reform?

continued from page 1

in the US and the Single Euro Pay-
ments Area in Europe, transaction
banks have spent much of the last
decade adapting their services and
operations to keep in step with leg-
islative and regulatory change. At
the same time, they have been out-
flanked by non-banks in growth ar-

“Banks need

to be handling
regulatory change
from within their
strategic planning
departments.”

Barbara Ridpath, CEO, International Centre
for Financial Regulation

eas such as mobile and online pay-
ments. Now, while the focus of
post-crisis reform has been on risk-
ier areas of the finance sector, such
as the OTC derivatives markets,
transaction banks are also impact-
ed by new rules that require great-
er transparency, more detailed re-
porting and increased regulatory
capital.

Unsustainable burden?
According to Barbara Ridpath,
CEO of the International Centre
for Financial Regulation, the reg-
ulatory burden on banks is unsus-
tainable — if they carry on with the
same business models and contin-
ue to apply proprietary solutions
to problems faced by the whole
industry. In response, banks need
to collaborate more and focus on
delivering services that will drive
shareholder value.

Banks do not manufacture their
own ATMs and should work to-
gether across a wider range of ini-
tiatives to pool costs, says Ridpath,
pointing to the implementation of
a global framework for legal enti-
ty identifiers as an example of the
need to work together to a common
end. “It cannot be beyond the intel-
ligence of man to use single iden-
tifiers for counterparties,” she says.

But what business models will
emerge in the post-financial crisis
environment? In the UK, the Vick-
ers report calls for a ringfencing of
retail banking from ‘casino bank-

ing’. In the US, the Volcker rule
attempts to ban deposit-taking in-
stitutions from risky investments
and proprietary trading strategies.
Most recently, a report prepared
for the European Commission
calls for a raft of measures, ranging
from a mandatory separation of
banking activities, clearer ‘bail-in’
resolution plans and strengthened
corporate governance of banks.

Ridpath suggests the interests
of shareholders will ultimately
dictate the future shape of bank-
ing businesses and argues that
posing one key question — “where
can I get the best return for my
shareholders?” — will lead banks
to work out for themselves which
businesses will drive revenues, re-
sulting in a division of banking
services dictated by commercial
imperatives.

If the shape of banking busi-
nesses is still up for grabs the
question of size is perhaps more
easy to predict. Consolidation —
sometimes at the behest of regu-
lators — grew the size of a number
of global banks in the immedi-
ate aftermath of the crisis. Now,
as Ridpath notes, “there is only a
handful of banks that can move
payments and serve clients across
the world.” Her fear, however, is
not for the smaller banks that are
close to their customers and offer
very niche, tailored services. In-
stead, the banks most at risk, she
posits, are the mid-sized firms that
operate internationally — and bear
substantial infrastructure and reg-
ulatory costs as a result — but are
not necessarily leaders in any one
geographic market or discipline.

“T'rade finance is exactly the type
of low-risk, short-term and self-
liquidating product regulators should

want.”

Jaspal Singh Bindra, chief executive officer, Asia, Standard Chartered

Impact of globalisation

Francesco Vanni  d’Archirafi,
CEO, Global Transaction Servic-
es, Citi, argues that both banks
and regulators need to take full ac-
count of the fundamental chang-
es brought about by globalisation,
which he believes has transformed
the financial system from a hub-
and-spokes model into a net-
worked model. In particular, with
more capital and commercial
transactions flowing from point to
point rather than through tradi-
tional financial channels, the chal-
lenge of identifying systemic risks
becomes much more complex.
For banks, regulation is “a neces-
sary cost of business” and great-
er transparency “will invite great-
er discipline”, but regulators must
cast their oversight much wider.
“As more and more non-bank par-
ticipants become integrated into
this networked system, national
and international regulators have
struggled to keep up with the ex-
panding scope and complexity of
the global financial architecture,
particularly as many participants
in that system fall outside tradi-
tional regulatory mechanisms,”
says Vanni d’Archirafi. “All partic-
ipants in the financial system, not
just formal banks, need to be in-
cluded in any regulatory architec-
ture to create a level playing field
and to protect clients and counter-
parties. The more information that

we can make available to a larger
number of participants in the sys-
tem, the more safely and efficiently
the financial markets will operate.”

Vanni d’Archirafi’s concerns
about the scope for regulatory
imbalance are shared by David
Wright, secretary general of the In-
ternational Organisation of Securi-
ties Commissions (IOSCO), who
counts shadow banking among the
critical regulatory priorities.

“We are into the sixth year of
the global economic crisis and we
still have a lot of work to do, in-
cluding new and emerging areas,”
he says. “The three key ones right
now are: to make sure resolution
frameworks are implemented ef-
fectively; to address the very com-
plex nexus of issues around shad-
ow banking; and to complete the
OTC derivatives market reforms.”

Like Ridpath, Vanni d’Archirafi
asserts that regulation can and
should only go so far in reform-
ing the banking sector. By shin-
ing the light of transparency and
market discipline, the watchdogs

“Regulators have to be very attentive
on the effects on liquidity and

collateral”

David Wright, secretary general, IOSCO

effectively put the ball in the
banks’ court.

“Banks have core responsibility
for ensuring a strong culture of re-
sponsible finance, to be client driv-
en, to create economic value, and
to be systemically responsible,” he
says. “By enhancing board supervi-
sion, strengthening corporate gov-

“All participants
in the financial
system need to
be included in
any regulatory
architecture to
create a level
playing field.”

Francesco Vanni d’Archirafi, CEO, Global
Transaction Services, Citi

ernance, and moving toward great-
er transparency, we are ensuring a
pristine control environment and
imposing more market discipline.”

“Prohibitive” costs
Accepting the need for reform is
not the same as being uncritical
of its impact. Jaspal Singh Bindra,
chief executive officer, Asia,
Standard Chartered, raises partic-
ular concern about the “prohibi-
tive” current regulatory treatment
of trade finance — the oldest form
of transaction banking.

“Trade finance is exactly the
type of low-risk, short-term and
self-liquidating product regula-
tors should want for economic
growth and this should be reflect-
ed in lower capital and liquidity
requirements,” he says. Noting
that banks will be forced to favour
secured trade transactions and
shorter-dated, exposures, Bindra
warns: “There will be a decrease
in the supply of funding available
for longer term needs of project
and equipment finance, especial-
ly important in fast growing econ-
omies such as those in Asia.”

As well as highlighting un-
intended consequences, banks

must take both a tactical and stra-
tegic view of regulatory change.
Where Ridpath says “banks need
to be handling regulatory change
from within their strategic plan-
ning departments, not their com-
pliance teams”, Standard Char-
tered appears to be doing both,
and more besides. Elements of
the bank’s response include ded-
icated teams to identify and un-
derstand the implications of new
regulations, systems to spot abuse
and demonstrate effective record
keeping and control and a culture
of compliance.

“In addition, specialist teams
may be necessary to ensure the
advice that bridges regulation and
business needs,” he says.

IOSCO’s Wright is all too
aware of the risk “that the regula-
tory tiller is jerked too far in one
direction” in reaction to a crisis
and emphasises the obligation of
watchdogs “to carry out analyt-
ic studies on the economic and
market impacts of regulation”.
He acknowledges that “regula-
tors have to be very attentive on
the effects on liquidity and col-
lateral”, while cracking down on
the kinds of abuses that continue
to be uncovered in the aftermath
of the crisis. For Wright, reform
is not about “bashing the banks”
but about ensuring that the fi-
nance sector is fit for the chal-
lenges ahead.

“The world is moving towards
a more securities-based financial
system,” he says. “Banks have
capital constraints and leverage
will be reduced. The public sector
will also have capital constraints
for decades ahead because of the
strain on deficits and ageing pop-
ulations in the Western world.
Hence global securities markets
are going to play a key role and
developing them would be very
beneficial.”

Will transaction banks have a
key role too? Find out, in Osaka.

To learn more...
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BUSINESS INTELLIGENCE

Right here, right now

Better intelligence makes better decisions — but with so many
potential sources of information, a key challenge is to identify the

most valuable.

he fact that business intelli-

gence (BI) features in three

sessions this Sibos is evi-
dence of its growing prominence
and profile on the industry’s agen-
da. From measuring global share
of market activity to ensuring sanc-
tions compliance (Wednesday)
and building the ideal correspond-
ent banking business (Thursday),
there is broad industry agreement
that BI can help banks base their
decisions on the right information
at the right time.

“Over the past 18 months, in-
dustry feedback has suggested that
managers often lack the tools to al-
low them to make fact-based deci-
sions,” says Francis Martin, head
of business intelligence solutions
at SWIFT. “The feedback we’re
getting is that banks don’t have the
analyst power to derive insights
from the data. Especially smaller
banks need to be able to slice and
dice the data themselves.”

Two broad shifts have accel-
erated demand for BI tools, says
Martin. First, the technology is
up to the task now in a way that it
wasn’t even a couple of years ago.

Second, at least part of the drive
for business intelligence tools has

come from outside the industry —
from ubiquitously accessible in-
formation in everyday life. As con-
sumers, bankers expect to have
insights at their fingertips. “Retail
customers are driving the whole in-
dustry to adopt technologies they
have everywhere in everyday life,”
he says. “So why not in banking?”

SWIFT already offers a range
of tools to banks including Watch
Analytics, a solution for analysing
and reporting on SWIFT messag-
ing activity, and Watch Insights, a
set of pre-defined, dashboards in-
itially designed for correspondent
banking businesses.

Yet getting broad agreement
on precisely which data are to be
mined has been something of a
logistical challenge, according to

“Managers often
lack the tools to
allow them to
make fact-based
decisions.”

Francis Martin, head of business
intelligence solutions, SWIFT

George Doolittle, global head of
payment services at Wells Fargo.
Ranged against concerns about
confidentiality is an acknowl-
edgement that banks need to be
able to mine data in order to cre-
ate products that will give them a
competitive advantage.

Collaborative and
competitive

“There is an ongoing debate
about what could be done within
the collaborative and competitive
space,” says Doolittle. “SWIFT
has a unique opportunity to pro-
vide business intelligence to the
banking community because the
data exists within the systems
they operate. But the solution has
been to specify the kinds of infor-
mation that are of most value.”

Doolittle believes business in-
telligence is increasingly critical to
product development and market-
ing. “We need to know more about
the customer. The more you know
about customer behaviour, the bet-
ter your marketing,” he says.

“At a basic level, there is no
problem with making available in-
formation that x number of mes-
sages are transferred between one

country and another. That infor-
mation is useful to members re-
sponsible for product develop-
ment. But the banking community
wanted more. They want to know,
for example, which currency the
payments were made in.”

If the banking community
broadly accepts that it is accept-
able to share data on how many
messages passed between — for ex-
ample — France and the US, and
in which currency, it draws the
line at data about who originated
the message and the customer.

SWIFT’s BI tools are current-
ly available in 57 markets, not all
of which have the same bandwidth
capacity. That has meant optimis-
ing data flows to make the user ex-
perience acceptable across those
markets, boosting not only the
front office but also the back office.

“We need to speak the same
language as the users, with specif-
ic tools for different segments. It
won’t just apply to correspondent
banking but to securities, corpo-
rate banking and specialist func-
tions,” says Martin, pointing

“The more you know about customer
behaviour, the better your marketing.”

George Doolittle, global head of payment services, Wells Fargo

“In terms of messaging, it’s still
possible to get accurate informa-
tion without raising concerns about
privacy. There’s a growing consen-
sus that there needs to be cooper-
ation. The [SWIFT] membership
is convinced that they don’t need
to be concerned about anonimised,
sanitised data,” says Doolittle.

Different segments
One option that Doolittle would
like to explore is combining
SWIFT data with other market
data to provide intelligence on a
specific market or corridor, such
as that between China and Brazil.
“As I see it, there are two areas:
exploiting appropriate data, and
figuring out how that data can be
correlated to other data to create
a fuller picture of economic activ-
ity,” says Doolittle.

out that the next value proposi-
tion will target larger banks with
greater levels of personalisation.

There needs to be enriched
granularity of data to build re-
fined aggregates, he adds.

“There is still much to do and
multiple ways for the business in-
telligence tools to expand. Hon-
estly, I believe we’re at the very
beginning of the business intelli-
gence journey.”

To learn more...
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JAPAN DAY

New day dawning in Osaka

So long Asia’s economic superpower, Japan is now looking for a new role in a multi-polar world. Japan Day
examines how the country and its financial markets are facing up to some familiar challenges.

apan has made a remark-

able contribution to com-

merce and finance and at-
tending Sibos in this fascinating
country gives delegates a great
opportunity to reflect on that his-
tory and the lessons which can
be learned from the country’s ex-
perience. Not to be missed, Ja-
pan Day (Thursday 1 Novem-
ber) will serve as a focal point to
reflect on the past, present and
future of Japan and its evolving
influence on the economics and
financial markets of Asia and the
world beyond.

This year’s host city, Osaka, is
the home of the world’s first fu-
tures exchange — the Dojima Rice
Exchange — which was estab-
lished in 1730, reminding us of
the deep history of trading in the
country.

Today, with the financial crisis
(almost) behind us but questions
over the future role of the finance
sector still being widely debat-
ed, Yasuhiro Sato, president and
CEO of Mizuho Financial Group,
believes that the uncertainty of
recent years is far from over and
suggests that a less predictable,
more multi-faceted new world
order is emerging.

“The global demand structure
is undergoing significant changes.
The sustained growth of emerg-
ing countries is driving the glob-
al economy, which is becoming
more multi-polar. Excess liquid-
ity is resulting in a global econo-
my that is more complicated and
increasingly unreliable, as well as
increased market volatility,” says
Sato, who will give the opening
address for Japan Day.

Lessons for all

There is more than a little presci-
ence to be gleaned from the Jap-
anese narrative when reflecting
on the challenges facing the de-
veloped world after the global fi-
nancial crisis. As a mature mar-
ket with an aging population, an
economy struggling for growth

and a volatile currency, Japan has
already begun to tackle many of
the problems now confronting
other economic giants.

Japan Day includes four key
panel sessions that promise to
deliver some intriguing insights.
Over the course of the day, del-
egates will be led on a journey
through multiple markets that
demonstrates Japan’s chang-
ing position in the world. In the
post-war period, export-led Ja-
pan has been the pre-eminent
Asian economic success story
but the combination of a ‘lost
decade’ and the rise of India and
China has fundamentally altered
Japan’s relationships with its
trading partners.

At 9:30am we consider the cur-
rent state of play in the Japanese
financial landscape, with the Wall
Street Journal’s Japan deputy bu-
reau chief Phred Dvorak lead-
ing a panel which includes ]J.P.
Morgan’s Japan chief economist
Masaaki Kanno, Mizuho Cor-
porate Bank managing executive
officer Masayuki Hoshi, Tokyo
Stock Exchange senior executive
officer Tomoyoshi Uranishi, and
GE Capital Japan president and
CEO, Seiji Yasubuchi.

Providing delegates with a
health check of Japan’s financial
system, the panel will discuss Ja-
pan’s role as a financial hub and
the challenges it faces in retaining
a crown that is arguably slipping
to claimants to the throne such as
Hong Kong, Shanghai and Sin-
gapore. For Mizuho’s Sato, the
question is how individual firms
within the finance sector respond
to a new environment that chal-
lenges their previous assumptions.

“No new business model has
been established in the wake of
the Lehman shock, and play-
ers are trying to find a direction
even as financial regulations are
strengthened and attempts are
made to handle financial scan-
dals,” he says.

“Japan is
adjacent to
some of the
most explosive
growth in the
world.”

Neil Katkov, senior vice president,
Asia, Celent

“The sustained growth of emerging
countries 1s driving the global

economy.”

Yasuhiro Sato, president and CEO, Mizuho Financial Group

Japan transformed?

In the following session — ‘Japan:
A view of the future?’ — three key
thinkers will provide keen insight
into the future of Japanese society
and business.

William Saito, founder and
CEO of InTecur, an internation-
al technology consulting and ad-
visory firm and one of the world’s
leading experts on Asian cultures
and business practice, will guide
a discussion which will include
predictions of trends in Japan’s
future and implications for Asia
and the rest of the world.

With the help of Deutsche
Bank Asia-Pacific chief econo-
mist Michael Spencer and Haru-
aki Deguchi, president of innova-
tive insurance company LifeNet,
Saito will draw parallels between
Tokyo, Hong Kong, London and
New York — international finan-
cial centres all faced with tran-
sitions — and investigate how
the Japanese experience could
uniquely shape the course of the
country’s internal markets.

Due to continuing yen ap-
preciation and its impact on ex-
ports, Japanese companies are
increasing their efforts towards
achieving local production for
local consumption, participat-
ing in the planning of infrastruc-
ture projects outside Japan, and
providing high-quality services
to expand business in emerging

countries. In this transformation
could be lessons for other out-
ward-looking economies such as
the UK and the United States, as
well as hints of what we may see
from the likes of China and India
in the future.

As Japan finds a new place in
the world, so must its banks and
other financial institutions.

“Emphasis on  understand-
ing actual client demand, the
enhancement of sophisticated
risk-taking capabilities and fi-
nancial-intermediary services,
globalisation, ample liquidity and
capital strength, and strong cor-
porate governance as well as a
corporate culture that supports it
are becoming increasingly impor-
tant,” says Sato. “And it is nec-
essary to devise a new business
model to achieve these goals.”

After lunch, the third panel ses-
sion of the day poses the question,
‘Are we moving towards a curren-
cy war?’ Experts will discuss the
possible outcomes for an interna-
tional monetary system that may
no longer be dominated by a sin-
gle currency, as it has been for so
long by the US dollar.

Brown Brothers Harriman cur-
rency strategy global head Marc
Chandler and Atsushi Takeuchi,
head of the Centre for Mone-
tary Cooperation in Asia at the
Bank of Japan, will discuss how
quickly China might further glo-

balise its currency and what les-
sons can be learned from Japan’s
previous efforts to international-
ise the yen.

The session also includes Royal
Bank of Scotland transaction ser-
vices origination global head Neal
Livingston, Fung Global Institute
research director Geng Xiao and
Trevor Williams, chief economist
of Wholesale Banking & Markets,
Lloyds Banking Group, investi-
gating how bank transaction capa-
bilities and revenue streams might
alter as a result of changes to cur-
rency flows and clearing centres.

Local potential

Following on, Neil Katkov, sen-
ior vice president for Asia at re-
search consultancy Celent, will
lead a discussion on where secu-
rities growth in Asia is likely to
come from in the near term.

“Japan is adjacent to some of
the most explosive growth in the
world. Overseas investments by
asset managers in China is be-
coming increasingly more impor-
tant, Korea is becoming a source
and target of overseas investment,
and even though there is poten-
tial room for politics to get in the
way, the ASEAN Trading Link
is gaining more and more atten-
tion,” says Katkov. “These all
pose challenges for mature mar-
kets looking for growth.”

The panel includes BNP Par-
ibas Securities Services Asia Pa-
cific head Lawrence Au, Kook-
min Bank foreign custody team
manager SB Lee, and the Tokyo
Stock Exchange’s TOKYO AIM
president and CEO, Tetsutaro
Muraki.

Panel members will discuss
what kind of securities market
could emerge out of this frag-
mented region and what types of
services will financial institutions
need to deliver.

Rarely has a closing day for Si-
bos promised such a wealth of ex-
perts dedicated to bringing del-
egates true local insight into the
host culture. Japan Day guaran-
tees to be one of the key high-
lights of this year’s event. Make
sure you’re early to get your seat.

To learn more...
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SECURITIES MARKET INFRASTRUCTURES

The centre of attention

Just two months after the end of Sibos 2012, securities market infrastructures will be subject to new rules that
will fundamentally reshape risks, costs and revenues in OTC derivatives markets globally. But that is just the tip

of the iceberg ...

egulatory- and business-
Rled changes worldwide

are impacting all securi-
ties market participants across
the spectrum of trading, clear-
ing, settling and reporting trades.
This year’s Sibos is dedicating
two forums to analysing the chal-
lenges facing securities market in-
frastructures: one will take a post-
crisis view of regulation; while the
other takes an Asia-centric focus.

The primary pressure on mar-
ket infrastructures globally will
come via the regulatory chang-
es occurring in the OTC deriva-
tives market. As per a 2009 man-
date by the Group of 20 (G-20),
electronic trading venues, central
counterparties (CCPs) and trade
reporting facilities will be placed
in the middle of swaps transac-
tions hitherto done bilaterally.

As such, much of the focus
among the industry and policy
makers is on ensuring these infra-
structures are robust enough to
handle substantial shocks, such
as the default of key market par-
ticipants, while also ensuring ac-
cess to liquidity for end-users.

Market safety

At the end of September, the Eu-
ropean Securities and Markets Au-
thority released technical guidelines
that detailed minimum capital and
other structural requirements for
CCPs. The guidelines were part
of the European market infrastruc-
ture regulation, which, along with
MIiFID II, provide the blueprint for
Europe’s reformed swap market.

Shortly after the technical
standards were unveiled, LCH.
Clearnet, the Anglo-French clear-
ing house being acquired by the
London Stock Exchange Group,
revealed it would need between
€300-375 million worth of regu-
latory capital to comply.

“In the clearing space, it is wel-
come that regulators have proposed
standards for ensuring market safe-
ty,” comments Diana Chan, CEO
of DTCC-owned pan-European
clearer EuroCCP, and speaker on
the forum session titled ‘Evolution
or revolution for securities market
infrastructures’. “The concern that
market participants will have, is
the potential for these standards —
along with the added collateral re-
quirements they will face — to raise
the cost of clearing substantially.”

Increased costs, combined with
a more risk-averse approach from
market participants, could slow
down market activity and make it
difficult to operate within the new
environment, suggests Chan.

The Dodd-Frank Act, which
incorporates the US approach to
OTC derivatives reform, also in-
cludes minimum standards for
CCP safety, while the Internation-
al Organisation of Securities Com-

“Market participants will be concerned
about the potential for these
standards to raise the cost of clearing

substantially.”

Diana Chan, CEO, EuroCCP

missions (IOSCO) and the Com-
mittee on Payment and Settlement
Systems (CPSS) has approached
the issue from a global standpoint.
The IOSCO-CPSS principles, is-
sued for initial consultation in
March 2011, are due to be adopt-
ed by the end of the year.

At a regional level, reform is ac-
companied by major infrastruc-
ture change such as the TAR-
GET2-Securities (T2S) project
to establish a common settlement
platform in Europe.

With 24 central securities depos-
itaries (CSDs) on board and an in-
itial rollout in June 2015, much of
the debate on T2S has focused on
lower post-trade costs, but Chan,
a member of the advisory group
for T2S since its conception in
2006, believes its introduction will
herald a new era of innovation.

“T28S is like building a Europe-
an network of highways for ef-
ficient securities and cash set-
tlement,” says Chan. For Tim
Howell, Chan’s fellow panellist
and CEO of Euroclear, the in-
ternational CSD, these regula-
tory and structural changes have
made securities market infra-
structures integral to how banks
and other market partipants ac-
quire liquidity, manage CCP
margins and engage in inter-bank
securities finance transactions.

“This is a natural evolution for
securities market infrastructures,”
says Howell. “Where we are cross-
ing the line is the increasingly im-
portant role we are playing to
source collateral from wherever
it is held and transform ineligible

collateral into eligible collateral as
competition among collateral tak-
ers for high-grade collateral gets
even tougher. Given the amounts
at stake, the allocation and man-
agement of collateral will become
systemic in nature, requiring a sol-
id and scalable structural backbone.
This is where proven, neutral mar-
ket infrastructures are stepping up.”

Cross-border
harmonisation

Sibos’ second securities mar-
ket infrastructures forum session
will look at financial markets in-
frastructure in the east, and as-
sess what the Asian region needs
to do to encourage expansion and
respond to global developments.

In terms of implementing the
G-20’s OTC derivatives reform
agenda, Hong Kong, Japan and
Singapore have made the most
progress in Asia but have pur-
sued separate — but not too dis-
similar — paths.

The divergent shapes and siz-
es of Asian markets and a gen-
eral adherence to a vertically in-
tegrated securities market model
means a common approach to is-
sues like OTC derivatives reform
and a common settlement infra-
structure are difficult to envisage.

“True cross-border harmonisa-
tion requires either motivation to
reduce risk through a regulato-
ry mandate or to achieve greater
cost efficiency through industry-
led pressure and I am not so sure
this exists in Asia today,” says
Goran Fors, global head of GTS
banks at SEB and panellist on

The fruits of Russia’s attempts to create a new
international finance centre will become evident
in 2013.

To learn more...

‘An Asia Pacific view - regional in-
itiatives and how they will evolve’.
“In the longer term, the evolution
of infrastructure that we are see-
ing in Europe will occur in Asia,
but I don’t think there is a clear
business case for it just yet.”

For the time being, Fors be-
lieves intra-regional Asian initi-
atives are more likely. The As-
sociation of South East Asian
Nations (ASEAN) has made the
most progress in this area.

The Asian Bond Market Ini-
tiative, which was endorsed by
ASEAN finance ministers in
2003, has helped market partici-
pants reach a wider range of bond
issuers in the region while im-
proving the related market infra-
structure to help grow trading in
the region. More recently, a trad-
ing link between ASEAN stock
exchanges was launched in Sep-
tember, with Bursa Malaysia and

the Singapore Exchange putting
technology in place that allows
investors to trade stocks on both
markets via a single connection.
The Stock Exchange of Thailand
is scheduled to connect in Octo-
ber, but the fact that other ASE-
AN exchanges — including Viet-
nam’s two bourses and markets
in the Philippines, Indonesia —
have not yet confirmed their par-
ticipation offers evidence of just
how difficult achieving Asia-wide
initiatives can be.

To learn more...
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Transaction banking services from a partner,
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— Who's helping you?

Clients are demanding greater efficiency from their treasury operations. BNY Mellon helps
you provide them with world-class solutions that optimise working capital, maintain liquidity
and manage risk. All without incurring the costs of developing the technology and systems
yourself. We don't operate in the retail space, so we focus on ensuring that your clients
remain your clients.

For more information, please contact:

Asia: A. Richard Brown +852 2840 6637

Europe, Middle East & Africa: Dominic Broom +44 20 7964 7083
Latin America: Dino Sani +1 212 635 8522

US & Canada: Jeff Horowitz +1 212 815 5739

Watch our video and learn how global transaction banking ’
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bnymellon.com/transbank
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reference purposes only and does not constitute legal, tax, accounting or other professional advice nor is it an offer or solicitation of securities or services or an endorsement thereof in any
jurisdiction or in any circumstance that is otherwise unlawful or not authorised. ©2012 The Bank of New York Mellon Corporation. All rights reserved.




CORPORATE FORUM

Treasury buried in a sea of troubles?

Do you need a deep dive into the timeless problems and very latest solutions for
managing corporate cash across borders in Asia and beyond? Look no further!

he Corporate Forum ses-

sions at Sibos 2012 aim

to empower corporates to
operate more effectively against
a global background of reduced
credit and liquidity. They will ex-
amine the broad trend towards
shared service centres (SSCs)
and other centralised structures,
addressing also regional chal-
lenges around diversification and
fragmentation.

Tuesday’s session, “Transac-
tion and liquidity management
in Asia’, looks at how treasurers
tackle the challenges of the di-
versified and fragmented Asian
market, including language bar-
riers, character sets and for-
mats. Panellists will also address
a range of questions centred
around visibility, control and
governance, based on first-
hand experience and focusing
on practical solutions. Modera-
tor Cesar Bacani, editor-in-chief,
CFO Innovation Asia, says:
“What about the technology pro-
viders and partners like SWIFT?
What do corporates want to see
these partners doing for them?
Are they considering or using
cloud computing (software-as-
a-service) as a delivery platform
for their ERP and treasury man-
agement systems?”

“For corporate treasuries, CGI
presents a holistic opportunity to
manage your banking partners, ...”

Tom Durkin, global head of integrated channels, Bank of America Merrill Lynch

Practical challenges addressed
in the session will include the
cross-border movement of cash.
Lok Mishra, head of commercial
banking at ICICI Bank, observes
that many significant restrictions
to the movement of cash between
Asian countries remain. “While
most regional banks can meet
the technological requirements
of most corporates, differences in
format can lead to delay,” he says.
“We will also talk about how the
concept of shared services is
emerging in the region. Many
companies are working on this.”
The session will also discuss the
impact of the Chinese currency,
the renminbi, on trade and cash
flows across the region, and there
will be an assessment of India’s
evolving payment ecosystem.

Shared practice

The theme of shared services
will be addressed in Wednesday
morning’s session, ‘Shared ser-
vice centres. A global trend? For

all customers?’ The session will
be practical in its orientation,
with an explicit focus on the les-
sons that have been and contin-
ue to be learned in the set-up
and operation of SSCs. The pre-
ferred location and range of ac-
tivities conducted in SSCs has
evolved over time and still varies
widely depending on the priori-
ties and organisational structure
of the parent firm, so this session
offers a good opportunity to con-
sider current best practice.

There will be a similar ‘hands-
on’ approach in the session ‘Let’s
get practical — The CGI secret to
seamless corporate cash manage-
ment’ on Wednesday afternoon.
Tom Durkin, global head of inte-
grated channels, Bank of Amer-
ica Merrill Lynch, says: “Our
interest is to educate on what’s
happening in the CGI (Com-
mon Global Implementation
Guidelines) space. We will frame
the session to be specific to the
Japanese market where there

has been some adoption of ISO
20022 from a market-infrastruc-
ture standpoint. We will also
discuss the region: what is hap-
pening; why corporates need it.”
Also speaking will be Nishimu-
ra Tatsuya, vice president, glob-
al transaction banking at Sumito-
mo Mitsui Banking Corporation.
“Japanese banks have come to-
gether to harmonise the C to
B Zengin format with the ISO
20022 CGI format — the first
case in Asia using local charac-
ters,” explains Tatsuya. “I will
talk about how we overcame the
differences. We have been en-
couraging bankers and corpo-
rates in other Asian countries to

follow our example to provide
corporate treasurers with seam-
less cash management.”

But perhaps that isn’t the only
benefit of CGI? Durkin says: “Im-
plementing this kind of solution,
in terms of what CGI delivers, is
a very effective risk-mitigation tool.
For corporate treasuries, this pre-
sents a holistic opportunity to man-
age your banking partners, miti-
gate risk, keep your options open,
ensure you’re keeping your supply
chain functioning and managing
your payment cycle.”

Cash visibility

Final word to Filipe Simao, head
of client advisory, BNP Parib-
as Cash Management, who will
speak at the session ‘SWIFT for
corporates services’ on Wednes-
day. Describing the session, Simao
says: “Just before the closing ses-
sion, representatives from Gen-
eral Electric, IATA, PayPal and
BNP Paribas will showcase how
SWIFT connectivity contributes
to critical cash visibility across
multiple bank relationships, a vis-
ibility that starts early in the value
chain with account administration
and payment status information.”

To learn more...

TRADE AND SUPPLY CHAIN

Realising Asia’s trade potential

As growth in Asia trade continues unabated, panel sessions will
look at the strategy the region needs to take to capitalise on its

rapid rate of growth.

ow do we modernise

trade practices to address

today’s strong growth in
global trade, and the steep as-
cendancy of Asia in particular?
Three sessions in the Corporate
Forum at Sibos 2012 will exam-
ine whether there is a need for
modernisation — given that fa-
miliar methodologies can seem
reassuring against a background
of fragmentation and complexity
— and deliver a compelling case
for a solution — the Bank Pay-
ment Obligation (BPO) now be-
ing pioneered by SWIFT and the
International Chamber of Com-
merce (ICC).

Delegates may expect the three
sessions to be marked by a sense
of urgency — but this is, at last,
the urgency of opportunity, not
crisis. Asia leads the world in
trade growth but the challenge,
for corporates and banks alike, is
to optimise their own trade prac-
tices to benefit from that growth.

One session, titled ‘Adapting to
new global trade flows and to the
rise of Asia in global commerce’,
will outline both the complexi-
ty of the challenge and the scale

of the opportunity. James Em-
mett, global head, trade and re-
ceivables finance, HSBC, says:
“Before analysing how we should
adapt to new trade flows, it is
worth taking a moment to an-
alyse what those flows are.
HSBC’s research indicates that
the so-called ‘emerging’ econ-
omies will contribute twice as
much growth as developed mar-
kets over the next four decades —
and by 2050 they will be bigger

strategy, banks need to look be-
yond the headlines and under-
stand six key trends in the evolu-
tion of global trade.”

Drawing on a recent white pa-
per co-written with The Bos-
ton Consulting Group’s Oli-
ver Dany [‘Profiting from Asia’s
rise and from new global trade

“For banks, winning strategies will
often centre on collaboration. That
will require establishing partnerships
across the value chain and learning to
leverage open infrastructures.”

Michael Guo, partner and managing director, The Boston Consulting Group

collectively than the developed
markets. Trade will be one of the
primary engines of this growth.”

The opportunities for reve-
nue growth from trade across
Asia are conspicuous. The ses-
sion will discuss the develop-
ment of the RMB as a trade cur-
rency. Introductory analysis will
be provided by Michael Guo,
partner and managing director,
The Boston Consulting Group,
who will co-lead the session with
Tjun Tang, senior partner and
managing director, The Boston
Consulting Group.

Guo says: “Asia will continue
to be the driver of growth in glob-
al trade for the foreseeable future.
But there are many devils in the
details. To determine an optimal

flows’], Guo will detail current
trends while also discussing col-
laboration as a potentially opti-
mal strategy.

“For banks, winning strategies
will often centre on collabora-
tion,” he says. “That will require
establishing partnerships across
the value chain and learning to
leverage open infrastructures.”

Panellists will also empha-
sise the importance of intra-Asia
trade, not least in its capacity to
‘insulate’ Asia from low growth
in the developed economies else-
where. Emmett at HSBC, says:
“It is necessary to find smart-
er ways to leverage existing net-
works. Banks will also need to
have the products and capabili-
ties to support longer, more com-

plex supply chains, and to meet
customers’ increasingly sophisti-
cated needs.”

A further session in the SWIFT
Auditorium will offer a practical
account of the BPO and its use
to mitigate risk and shorten the
trade life cycle. Moderator Andre
Casterman, head of banking and
trade solutions, SWIFT, says:
“There has never been an equiv-
alent instrument to enable an ex-
porter to trade on open-account
terms with the same degree of
confidence that a payment will be
executed in accordance with the
terms of a letter of credit.” The
session will focus in particular on
the BPO’s adoption in Japan and
China, and on its use to facilitate
intra-Asia trade.

Another Asia-focused discus-
sion comprising a range of speak-
ers from the region’s institutions
will assess the complexities of
trade financing, and the need for
innovation by banks as their role
potentially decreases, including
consideration of the opportunity
for banks and corporates repre-
sented by the BPO.

To learn more...
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COMPLIANCE FORUM

"'o protect and serve

Compliance comes to the fore at Sibos with a two-day forum
that takes a strictly practical approach to handling regulation and

tackling crime,

tis a true sign of the times that
Ithis year’s Sibos features the

first-ever Compliance Forum.
And for many, it can’t come soon
enough.

“Compliance has only recent-
ly been added to the SWIFT
agenda,” says Brigitte De Wilde,
Swift’s head of anti-money laun-
dering and sanctions initiatives.
“As new market needs developed,
we began to look at how we could
serve our community by provid-
ing solutions to ease the opera-
tional hassle of regulatory compli-
ance. As this is not a competitive
space, we also wanted to encour-
age our community to share case
studies and best practices. This is
why we decided to organise the
first Compliance Forum at Sibos.”

The Sibos Compliance Forum
is De Wilde’s brainchild. As part
of SWIFT’s 2015 strategy, sanc-
tions has become an area of focus
which has seen SWIFT launch
both a sanctions screening service
for small- and mid-tier banks and
sanctions testing for very large fi-
nancial institutions.

“This generated a lot of interest
from the community, who wanted
us to do more to help them take
out cost and risk,” says De Wilde.

>

De Wilde says the Compliance
Forum is an opportunity to have
operations and compliance pro-
fessionals at the same table, shar-
ing their experiences and learning
from each other.

On the Wednesday and Thurs-
day of Sibos 2012, the Com-
pliance Forum will feature 13
sessions reflecting the growing
impact of regulatory require-
ments on financial institutions.

“The idea is to provide a mix of
sessions to suit everyone, howev-
er, we are avoiding the legal talk
which is usually associated with
compliance conferences,” says
De Wilde. “We are taking a solu-
tions-oriented approach aimed at
the people confronted with day-
to-day compliance issues.”

Practical case studies, panel
debates, deep-dive sessions and
product introductions will pro-
vide a meaningful platform to
discuss the challenges of finan-
cial crime. To set the tone for the
two-day event, De Wilde has not
approached typical conference
speakers, but rather the people
who “live it on a daily basis”.

According to De Wilde, one of
the highlights of the forum will be a
case study from the Bank of Ghana

on their country-specific approach
to complying with sanctions regu-
lations. “The central bank recent-
ly increased the level of awareness
and compliance with sanctions ob-
ligations,” she says. “SWIFT is
providing shared screening solu-
tions and organising training ses-
sions in partnership with Deloitte.”

Opening at 9am on 31 Octo-
ber at the Hyatt Regency’s Mai
conference room with an address
from a leading national treas-
ury department official, the fo-
rum will cover topics ranging
from “The future of correspond-
ent banking in a changing regula-
tory environment’ to ‘Sanctions
meets business intelligence’ to
‘Financial crime analytics in prac-

tice’. The wealth of industry ex-
perts and practitioners interact-
ing with delegates over the course
of the sessions includes Standard
Chartered Bank wholesale bank-
ing global head of financial crime
risk David Howes, Deloitte fo-
rensic and dispute services asso-
ciate partner Ivan Zasarsky and

matically. Firms cannot afford to
purchase monitoring tools and
just turn them on. There must be
a strategy to using tools in today’s
environment. The AML typolo-
gies have become more sophisti-
cated and complex. You need to
understand the data more thor-
oughly and have the right people

“AML typologies have become more
sophisticated and complex.”

Michael Cho, global head of anti-money laundering compliance, Northern Trust

Ian Horobin, CEO and founder
of Omniscion.

Insight and intelligence
Michael Cho, global head of anti-
money laundering compliance at
Northern Trust, will participate
on a panel entitled ‘Analytics ap-
plication in financial crime — join-
ing the dots’.

The session investigates how
banks can leverage the full value
of analytics to help them detect
and prevent criminal activity while
managing compliance and repu-
tational risks and cost. Panellists
will explain how insight and in-
telligence extracted from transac-
tion data can help financial crime
teams make better decisions, fulfil
their obligations, and join the dots
in criminal activities which could
go otherwise undetected.

“We’re seeing a need to be more
creative with the data we receive
for compliance,” says Cho. “All
the data we use is increasingly
being generated faster and auto-

calibrate your tools and people
who know how to use the data.”

Noting recent cases of alleged
‘stripping’ of wire data to avoid
the detection of a sanctioned
country, Cho says analysts need
to upscale their skills and dig
deeper into the data — to ask if a
particular transaction or pattern
makes sense.

“In international correspondent
banking, the inherent risks are
increasing, so compliance is in-
creasingly becoming an issue for
the front office,” says Cho. “Cli-
ents of correspondent banks are
beginning to take notice.”

To learn more...

Deutsche Bank

see how you can benefit.

Autobahn A

Global Transaction Banking

Experience Autobahn —
the next generation of
transaction banking

The Autobahn App Market is the first ‘App-based’
client offering in the financial service industry.
Offering more than 150 Deutsche Bank electronic
services - all accessible via a single entry point -
we can help you streamline workflows, increase
productivity and maximise returns. Talk to us
about your transaction banking needs today to

This advertisement has been approved by Deutsche Bank AG. These services are provided by Deutsche Bank AG or by its subsidiaries and/or affiliates in accordance with local legislation and regulation. © Copyright Deutsche Bank 2012.
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TECHNOLOGY FORUM

Mastering the machines

More than ever before, the right technology strategy could be the difference between success and failure, as
customers and regulators intensify pressures on banks.

here are you putting your
technology dollars? De-
veloping new customer-

friendly mobile applications? Re-
placing your legacy infrastructure
with a lighter, more flexible, ‘fu-
ture-proof’ solution? Or creating
a reporting and compliance tool
that eases today’s increasingly un-
wieldy regulatory burdens?

If the answer’s all three, chanc-
es are you have a bigger budget
than most. If you having to make
tough choices, this year’s Sibos
Technology Forum offers the
chance to discuss with peers the
challenges of exploiting technol-
ogy to its fullest potential.

Technology is a driver of change
in many industries, but the in-
crease in the speed of innovation
and the changes in consumer be-
haviour they support, has particu-
larly wide implications for banks.

The emergence of smartphones
and development of cloud com-
puting are just two of the signif-
icant technology shifts that have
altered how banks operate and
deliver services across all areas of
their business.

Taylor Bodman, global head
of HR, operations and systems
at Brown Brothers Harriman, be-
lieves the role of technologists
is central to banks, evidenced
by many executive positions be-
coming occupied by those with a
strong technology background.

“Rising I'T leaders are candidates
for top general management posi-
tions within global banks because
they have both technology and
product knowledge,” says Bodman,
adding that those who understand
the increased sophistication of the
infrastructure that drives banks are
key to the institution.

“Banking technology profession-
als are operating in a complex eco-
system. It’s s blessing and a curse
because of the extended enter-
prise, which entails an extremely
varied and counter-intuitive ap-
plications model,” says Bodman,
who contends that banks’ prod-
ucts and services are simply the
front door to a highly complex
piece of technical equipment.

“The real service global banks
are providing is access to indus-
trial-strength infrastructure, with
specific software and interopera-
bility within this global financial
ecosystem,” says Bodman, who
will talk at the ‘Brave new leaders
in I'T” session at Sibos this year,
exploring the impact of shifting
cultural, technological and gener-
ational shifts within banking.

The virtual world

Catherine Bessant, global technol-
ogy and operations executive at
Bank of America, thinks the next
wave of technology-led change in
the banking sector will focus on
replicating the real world, online.

“Most of the innovation we ex-
pect to undertake is around the vir-
tualisation of things that used to
be physical. It’s about looking at
the implications of people carrying
computers in their pockets and how
we can virtualise what we do using
that technology,” says Bessant.

The pace of change can be cru-
el for banks, as traditional, often
large organisations with tradi-
tional avenues of product devel-
opment. Bessant believes banks
must adapt their processes to react
quicker to technological change.

“Something that takes three
years to create and can take a
year to deploy might be released
into an environment that has sig-
nificantly changed in that time
span,” she says.

New options for banks looking
to foster innovation include the
rise of open source technology,
a mainstay of social networking
platforms and other cutting edge
online applications, but is it suita-
ble for financial institutions?

“Deutsche Bank recently urged
their rivals to share IT develop-
ment with open source technol-
ogy. It’s a revolutionary concept
and involves redefining compet-
itive and practical pathways for
banks,” says Bodman. Bessant
accepts the tenets of open source
but believes it has strictly limited
application for banks.

“Banks have to
make aggressive
levels of
technological
change within
short time
periods.”

Catherine Bessant, global technology and
operations executive, Bank of America

“The uncontrollability of open
source coding makes it highly
risky for banks. The inability to
understand the lineage of code in
an open source environment can
be very problematic and brings
additional information security
risks,” says Bessant, with a caveat
for internal use.

“Open sourcing internally could
be very beneficial, but externally,
I don’t see a good future for it in
financial institutions,” she adds.

Threats in cyber space
Cloud computing is an area with
vast potential for many sectors,
with the scope to dramatical-
ly lower software and hardware
costs, but how will banks utilise
the technology for maximum
impact?

Bessant believes tapping into
the cloud posses similar prob-
lems incurred by developing code
in a shared environment, and is at
odds with the current regulatory
framework banks abide by.

“Open source technology redefines
competitive and practical pathways for

banks.”

Taylor Bodman, global head of HR, operations and systems, Brown Brothers Harriman

“Cloud computing brings with it
problems regarding jurisdiction-
al boundaries. If a bank were to
fail, how does it ensure continuity
of service and jurisdictional cov-
erage?” says Bessant, adding that
the technology can be used when
these issues are grappled with and
regulatory certainty develops.

The dangers linked to increased
web-based activity will be further
explored in a session dedicated to
cyber warfare, ‘Arm yourself for
cyber war — are you next?’ The
panel discussion will touch on
what banks can do to combat the
increasingly advanced techniques
cyber criminals are armed with,
and how innovations like cloud
computing present an opportuni-
ty for illegal exploitation by those
with the technology to do so.

However, according to Bod-
man, the emergence of the cloud
will bring only further innovation
and is one of the major technolog-
ical advances of the last five years.

“Cloud computing is our gener-
ation’s fulfillment of the IT revo-
lution. The appeal of cloud com-
puting for retail and business
consumers has the potential to
reduce IT support costs, by out-
sourcing hardware and software.

“At the same time, the user re-
tains the direct operating con-
trol, interaction and experience.
The cost drivers that led to cloud
computing create a new value
proposition that would have been
impossible in the previous model
at any cost,” says Bodman.

App-lied science
The popularity of Apple’s App

Store has already seen the estab-
lishment of similar product suites,
such as Deutsche Bank’s Auto-
bahn App Market, alongside a
wave of simple banking apps for
commercial and retail use, but
what new developments are in the
pipeline for apps?

“Banks have to marry new tech-
nology platforms set up by non-
fiduciary entities, like Apple’s
App system, with a regulatory
framework which is counter to
the world of mobile data,” says
Bodman, who believes banks will
struggle to keep pace with the so-
cial expectations developed out-
side of the finance industry.

Bank of America’s Bessant
thinks the structure of the app sys-
tem offers a simple source of cus-
tomisation for new and existing
products, which will only increase.

“The architecture of the appli-
cation environment is constantly
changing, and it gives banks a de-
gree of flexibility by customising
the latest module, so they don’t
have to reinvent the entire pro-
cess,” says Bessant.

If technology is a key driver
of change in finance, regulation
also plays a critical role, espe-
cially when the reform agenda is
quite so far reaching. From new
capital requirements to changes
in derivatives markets workflows
to enforced separations of bank-
ing activities to tougher report-
ing and sanctions regimes, banks
are looking to technology to help
them comply and thrive.

Key concepts behind compli-
ance and regulatory arbitrage will
be further explored during Mon-
day’s session, ‘Can technology car-
ry the regulatory burden? Looking
at the role of technology in adapt-
ing to new regulations and also in
the creation of regulation’.

“The environment financial in-
stitutions are in is driven by reg-
ulation, which changes how we
spend our time and money. It’s
very different from only five years
ago,” Bessant says, adding that
regulatory shifts can often incur
dramatic organisational change
for banks.

“Banks have to make aggressive
levels of technological change
within short time periods, be-
cause the regulation comes so
quickly,” says Bessant.

To learn more...
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Which side are you on?

SWIFT Institute connects research with reality in ground-breaking derivatives reform debate

saka will witness a new forum

for intelligent, informed debate,

brought to Sibos by the recently
launched SWIFT Institute.

The subject for debate — will current
reforms really reduce risk in the OTC
derivatives markets? — is an apt one for
the institute, founded to establish a mu-
tually beneficial connection between ac-
ademic finance research and market
practitioners.

From 2013, the SWIFT Institute will
offer 12 grants per year to support inde-
pendent research focused on transaction
banking, covering the areas of payments,
clearing and settlement, cash manage-
ment, trade finance and securities.

“Financial markets infrastructures are
heavily under-researched and are largely
unnoticed by most people until problems
arise,” said Professor Dr. Ron Bernds-
en, head of the oversight departments at
De Nederlandsche Bank, the Dutch cen-
tral bank, and endowed professor of finan-
cial infrastructure and systemic risk at the
University of Tilburg. Berndsen is a mem-
ber of the advisory council that guides
work carried out by the SWIFT Institute.

“SWIFT is well positioned to stimulate
research in this area by being able to pro-
pose projects that will appeal to research-
ers, the huge dataset it has access to and
its neutral position.”

Across the whole host of post-crisis
regulatory initiatives that have moved
ahead since the financial crisis, few are

“Financial markets
infrastructures are
largely unnoticed until
problems arise.”

Dr Ron Berndsen, endowed professor of financial
infrastructure and systemic risk, University of Tilburg

likely to have as much of an impact as
the overhaul of the OTC derivatives
market. While the rules are close to be-
ing finalised in both the US and Eu-
rope ahead of the Group of 20’s January
2013 implementation deadline, doubts
remain as to whether it will achieve the
overall aim of limiting systemic risk in
the swaps market.

The core tenet of the OTC derivatives
rules require trades to be cleared via cen-
tral counterparties, the intention being to
shift risk from financial institutions to safe
and robust market infrastructures.

Held on Monday 29 October at 1lam
in Conference room 2, the Sibos Collo-
quium debate will pitch an academic per-
spective — led by Manmohan Singh, senior

economist at the International Monetary
Fund - against a market-led view from
Godfried De Vidts, director of European
affairs at interdealer broker ICAP.

Swords crossed

During the session, which will be intro-
duced by SWIFT CEO Gottfried Leib-
brandt, Singh will present evidence and
arguments from his working paper ‘Mak-
ing OTC derivatives safe — A fresh look’,
which essentially argues that placing clear-
ing houses in the middle of OTC deriva-
tives transactions could create the next set
of too-big-to-fail entities. Singh warns the
current approach could lead to another
taxpayer bailout and proposes a tax on de-
rivatives liabilities to create a public utili-
ty model for OTC derivatives market in-
frastructure.

De Vidts will provide a market response
to Singh’s views, offering his perspective
on whether the structure proposed for the
OTC derivatives will ensure market sta-
bility. Exchanges will be forthright but in-
sightful — and our duellists will offer Sibos
delegates the opportunity to joust before
the dust settles.

The comprehensive programme of panel debates,

practical case studies, product introductions and deep-

I —
WHAT’S NEW IN 2012

Compliance Forum

For the first time, Sibos will host a Compliance Forum,
a two-day dedicated programme reflecting the
growing impact of regulatory requirements on financial
institutions.

©® You can find daily news reports, picture galleries
and videos on sibos.com.

® More videos can be found on the SibosTV channel
on YouTube (www.youtube.com/sibostv). Go to the
SibosPics photo stream on Flickr (www.flickr.com/
photos/Sibospics) to view more photo galleries.

© After Sibos, the SWIFT@Sibos presentations will be
available on Slideshare

dive sessions — held both at the Hyatt Regency hotel’s
conference room Mai and supplemented with main
conference sessions and SWIFT Auditorium sessions — @
will focus on the challenges of financial crime.

The Compliance Forum is open to all Sibos attendees.

Japan Day

Exploring this year’s host country will be more

exciting and insightful than ever at Sibos with Japan
Day. Thursday 1 November sees a series of incisive
sessions on the world’s third-largest economy. Kicking
off at 9:00am with an opportunity to hear directly

from Mizuho Financial Group president and CEO
Yasuhiro Sato, the day will chart the Japanese financial
landscape and plot the lessons which can be learned.

(www.slideshare.com/swiftcommunity).

And of course, you can also keep up with industry
news and blogs on Dialogue
(www.dialogueonline.info).

CSR

At Sibos this year, you can find out about a number

of initiatives the banking community and SWIFT have
undertaken in the corporate social responsibility
sphere and hear from prominent social entrepreneurs
such as Nobel Laureate Muhammad Yunus, the

father of micro finance industry and the founder of
Bangladesh-based Grameen Bank in the closing
plenary.

An Innotribe session, ‘Banks for a better world — is it
really achievable?’, will look at new ethical, sustainable
and social responsible products, services and
practices and how they represent great opportunities
both for industry and society. The session will focus
on the mains areas: financial inclusion, collaborative
social engagement and interconnecting infrastructures
between the mainstream financial industry and the
alternative banking industry and its beneficiaries, such
as social entrepreneurs and unbanked.

SWIFT will announce a donation of €10,000 to
Japanese-based non-profit organisation-Ashinaga

at Sibos. Ashinaga provides emotional and financial
support to children who have lost either one or both
of their parents (especially after the earthquake/
tsunami in March 2011) to ensure orphans receive an
education equal to that of other children.

Greening Sibos

SWIFT will offer complimentary subway tickets for staff
and weekly delegates staying at a Sibos official hotel to
reduce the number of buses. SWIFT has partnered with
an internationally recognised organisation — Climact

— to offer Osaka Sibos delegates the opportunity to
offset their carbon footprint. SWIFT has also purchased
carbon credits for projects in Ghana (highly efficient
wood cook stoves) and Kenya (water filters).
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Sibos tools

® mySibos, Virtual Sibos, and Sibos Exhibition have
all been consolidated into Sibos.com.

©® This year’s Sibos mobile application will offer a
range of new functionality including messaging, an
interactive floor plan, and a calendar facility to help
plan your week.

In an agn of volatility, SWIFT s challenge
e S

cul tolal cost of ewnership, while ensuring
sustained performance of the services on
which its community relies

Conference venue
® Conference room digital signage will broadcast
session videos outside rooms.

Social@Sibos

It's easier than ever to stay connected to Sibos through

our social media channels.

® Follow us on Twitter through the @Sibos account,
which you can find on www.twitter.com/sibos.
To make sure your tweets show up in the Twitter
feed on sibos.com, on the Sibos app and on the
exhibition screens, always use the #Sibos hash tag.
The official hash tags for Sibos are: #Sibos
#standardsforum #innotribe #corporateforum
#techforum #CFsibos (Compliance Forum)
#SFosaka (Standards Forum).

® To continue the Sibos debates and network with
other attendees, join the Sibos group on LinkedIn.

Download SIBOS ISSUES from www.sibos.com
every morning and read the latest news on your journey
to the INTEX center
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Rise and shine with
Professor Poppe — Gaining
implementation insights

SWIFT Integration Solutions
— Delivering tailored
solutions to your individual
business needs

Corporate Forum Opening

Adapting to new global trade
flows and to the rise of Asia
in global commerce

Arm yourself for cyber war —
are you next?

Building a Global LEI
Solution: An Asian
perspective

Agile Financial Inclusion

Partnerships in
Correspondent Banking:
Creating Additional Value in
Cross-Border Payments

The emergence of Regional
markets as a driving force in
African competitiveness

Business panel -

Why payment market
infrastructures are adopting
ISO 20022

SWIFT Applications Platform

Transparency: Transforming
Business based on Dynamic
Pricing & Billing — Zafin Labs

SWIFT Index

Let’s get practical —
First-hand implementation
advice for ISO 20022

Creating business benefit
from the burden of intraday
liquidity management
regulations — Dovetall

Comprehensive Global
Transaction Banking (GTB)
— POLARIS FINANCIAL
TECHNOLOGY LIMITED

How seismic is this shift?
A discussion about the
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and beyond

Bank 2.0: Digital Channel
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in the era of engagement
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Foreign Account Tax
Compliance Act (FATCA):
How is this US Tax
Regulation Affecting Global
Banks? — BankersAccuity

Consulting Services — End-
to-end consulting solutions
from SWIFT
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