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The Capital Markets Ecosystem
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Capital Markets – The Outside-in View
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Global Capital Markets Ecosystem
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Key Trends

• Cost consciousness with some risk for profit

• Stringent, time-critical risk and collateral management

• Service innovation above product innovation

• Myriad of regulatory controls with many unknowns



Strategic Focus

 Our solutions operate across the entire sell side

 We will focus on innovation and investment for 5 interacting sectors

 Risk and compliance
 OTC & listed securities and derivatives
 Collateral
 Securities finance
 Prime services



Regulatory Change: OTC Derivatives



 More capacity
 Higher loads, more market data, faster response times 
 Larger positions per user and across the organization
 Need for lower latency and enterprise control

 More automation
 STP for trading 
 STP for back office 

 More regulation!
 DFA, MiFID II, EMIR, Basel III
 How can you mitigate its effects?

There’s More Pressure



Impact on Return on Capital

*Source: McKinsey & Company: New regulation and its impact on the capital‐markets businesses 

 Mitigate lower ROC with scalable, high volume electronic 
trading tools
 Boost operational efficiency
 Traditional measures (reduce headcount and IT costs)
 Drive greater user of electronic trading



The Big Debate

 CFTC listens to WMBAA or
CFTC listens to MiFID and EMIR and changes its mind

 SEFs and OTFs build pre-trade transparency into voice systems

 CFTC opts for all-electronic

 MiFID also accepts hybrid, and European OTFs build pre-trade 
transparency into voice systems

 CFTC goes for all-electronic 

 European OTFs fail to support regulation over voice systems or
Electronic systems prove more efficient 

Hybrid in US
and Europe

Electronic in US
Hybrid in Europe

All‐Electronic

Scenario Assumptions
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Regulatory Change: Electronic Trading
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Direct Market Access

Execution
/ Trader

Internal
Market

Sales

Web

Positions

Positions

Positions

Market 
Maker

Other desks
Hedging

Buy Side

FIX
Connec
tivitySOR

FIX
4

Buy Side Sell Side

Algo

SEF/OTF



Algo

Order Management

Connec
tivitySOR

Positions

Buy Side

FIX

Execution
/ Trader

Internal
Market

Sales

FIX

Web

5

Positions

Other desks
Hedging

Positions

Market 
Maker

Buy Side Sell Side SEF/OTF



FIX

Sell Side Solution 
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Algo

Swap Execution Facilities
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The Future
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The Impact on the Global Capital Markets Ecosystem
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Capitalizing on Regulatory Change: 
Collateral Management



Market Drivers

Financial crisis

Increased 
regulation

Liquidity
constraints

Balance sheet 
pressures

Increased demand for enhanced cross 
silo collateral management

Tough market 
conditions

2008 Today



Industry Challenges

 Banks are struggling to meet 
higher capital requirements and 
keep funding costs down*

yet

 Inefficient use of collateral assets costs €4bn a year*
 As much as 15% of the available collateral on a bank’s books is not 

being used*
 About $2 trillion in additional new margin would have to be set 

aside in trades if the proposed rules take effect**

* Accenture survey, September 2011
**The Office of the Comptroller  of Currency -Wall Street Journal, June 25, 2011



• Standardization across
all products

• Proactive collateral
management

• Increased workflow and 
exception management 

• More automation

• One exposure per 
counterparty

• Advanced margining 
techniques

• Support for CCPs
• A more timely, granular view 

of collateral
• Stress testing capabilities

• Consolidated, cross-silo 
inventory view of assets

• Optimization of  asset 
inventory to maximize 
liquidity

• Collateral transformation
• Reduced collateral costs 

and accurate cost 
allocation

What Are Our Customers Asking For?

Operations Risk 
Management Trading

“ENTERPRISE” COLLATERAL MANAGEMENT



Typical Enterprise Collateral Solution Architecture

Collateral Management and Trading



SunGard Enterprise Collateral Functional Components

Consolidation/aggregation 
layer

Consolidation/aggregation 
layer

Legal agreement
Central data management

Legal agreement
Central data management

Complex portfolio marginingComplex portfolio margining

Prime brokerage marginingPrime brokerage margining

Scenario based collateral 
optimization
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optimization

Advanced risk reporting and 
stress testing

Advanced risk reporting and 
stress testing

Automated margin call 
messaging

Automated margin call 
messaging
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Global inventory of collateral assetsGlobal inventory of collateral assets

Collateral trading capabilitiesCollateral trading capabilities

Collateral agreement termsCollateral agreement terms

Bilateral 
OTC

Bilateral 
OTC

Firm wide exposure viewFirm wide exposure view

Collateral acceptability and preference 
pledging/optimization

Collateral acceptability and preference 
pledging/optimization

Cross product margining and nettingCross product margining and netting

Margin call workflow managementMargin call workflow management

Collateral reportingCollateral reporting

Reconciliation and dispute managementReconciliation and dispute management

Cleared 
OTC

Cleared 
OTC ETDETD SBLSBL RepoRepo

CO
RE



The Collateral Optimization Challenge

How can we make optimal 
use of it?

What collateral is 
available?

How do we avoid pledging 
collateral that could be 
better used elsewhere?

How can we reduce 
the operational risks 
and costs?

How can we maintain 
the correct quality and 
stress tested collateral 
at all times?

How can we choose 
the “cheapest to 
deliver” collateral and 
optimize substitution?

Collateral Optimization



Conclusion

The definitions of 
collateral are 

starting to 
converge, driven by 

regulatory reform 
and industry 
commitments

The true economic 
impact will develop 

over the coming 
months and years

An Enterprise 
Collateral 

Management 
approach breaks 

down the silos and 
supports 

optimization

SunGard offers a 
comprehensive 

suite of 
components to 
address varying 
market needs
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