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AFRICA DOES ACI PROUD

A

lmost 54 years since its inception, ACI –
The Financial Markets Association last
month celebrated the first World Congress to be
held in Africa, with Cape Town providing the
spectacular backdrop for the auspicious event.
The Congress consisted of the traditional panel
discussions, keynote addresses from several noted
speakers in their fields and exhibition stands from
more than 30 international companies.
The panels discussed a wide range of relevant
topics, including a look at how the global economy will fare in the wake of the financial crisis
of 2008, the changing role of central banks in the financial markets and
moves towards safer settlement practices. Interspersed with the panel discussions, delegates heard from a range of individual experts who together
made up a very thought-provoking and entertaining business programme.

SOUTH AFRICA HANDS OVER TO AUSTRALIA
L-R: ROY DANIELS, ACI SOUTH AFRICA;
MANFRED WIEBOGEN, JACK RICHARDS, ACI AUSTRALIA
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CONGRESS REPORT
Held at the Cape Town International Convention Centre (CTICC),
the Congress provided a three-day long opportunity for discussion,
insight and networking for those present. The evenings provided
some respite from the long, debate-fuelled days, with the chance to
enjoy the beautiful surroundings of Cape Town.
The business sessions of the Congress were officially opened on Friday morning by Master of Ceremonies for the event, Nikiwe Bikitsha. This came after the Opening Ceremony, at spectacular Camps
Bay the previous evening, which featured an address by Dr XP
Guma, Deputy Governor of the South African Reserve Bank.
Proceedings on the opening morning of the business sessions were
kicked off by Richard De Roos – ACI Congress Chairman. Stating
how important it was for Africa to be hosting the Congress in Cape
Town, he also illustrated the importance of FX in the financial markets, highlighted by the presence of over 400 delegates, supported by
their banks: “Quite a feat in these tumultuous times”, he noted.

DANIEL MMINELE, SOUTH AFRICAN RESERVE BANK

The first keynote speaker was Daniel Mminele, Executive General Manager at the South African Reserve Bank,
who provided a thought-provoking and informative opening to events. Initially apologising that he would be unable to deliver too optimistic an address, he kept to his word with a speech littered with warnings such as, “rational
decisions will not automatically result in a rational market”. Overall though, Mminele remained positive about the
progression that South Africa has experienced over the last few years.

“The fallacy of some people who advocated a de-coupling of emerging markets or that the business cycle had been conquered have
been proven to have widely missed the point”
Daniel Mminele, South African Reserve Bank

QUINTON COETZEE CHALLENGES THE AUDIENCE

they were in fact a fox or a hedgehog.

The first panel, ‘How will the
economies fare in the wake of the financial crisis in 2008?’, set the standard for what were two days of
excellent debate in front of large audiences eager to hear the opinions of
such noted speakers.
Following the panel came a memorable address from renowned strategist
and co-author of ‘Mind of a Fox’,
Clem Sunter. He discussed how differences between the attitudes of people
in the banking industry affect their actions and the type of animal they become like. The speech highlighted the
innovative approach to the business
sessions taken by ACI South Africa,
for while the subject matter was not
what would normally be expected at a
financial conference, Sunter’s ideas
were very well received and had people in the audience discussing whether

Friday night was the evening of expectations, acclaimed as the potential to gain a true taste of Africa. Delegates made
their way to Moyo at the Spier Wine Estate near Stellenbosch for ‘The True African Experience’ evening. Greeted with
African punch on arrival and with dancers leading the way towards the festivities, it was the prefect destination to capture the spirit of Africa in one beautiful setting. Situated on 1,000 hectares of vineyards, and in view of the Helderberg

ACI - The Voice of Treasury Trading and Sales
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“In this crisis period, the vulnerability
of the banking system in Turkey is relatively low”
Çiğdem Kose, Central Bank of Turkey

THE SAFE SETTLEMENT PANEL GETS TO WORK

Mountain Range, Moyo provided a breathtaking, roaming complex in which to enjoy a
truly wonderful evening and catch up with
friends and acquaintances to discuss events
both at the Congress and in the world at large.

Dinner was a sumptuous feast enjoyed by all served in a buffet-style; the right hand side of the marquee housed
booths for different kinds of food with chicken, lamb and beef cooked to delegates’ taste. Throughout the evening
attendees were treated to an African music group and a dance troop who took over the stage in the centre of the
dining tables; they even managed to persuade four of the ladies in the audience to participate in an African dance
competition. The evening had definitely turned into the party night!
Delegates and exhibitors alike were in good spirits on the last day of the Congress with the day kicking off with an
insightful oration from Quinton Coetzee whose address was perfect for the location. Entitled ‘What it takes to survive’, he related the trials and life of an African tribe to life within a company. Some of his ideas included, “this is
not a tree to the tribe, it is a supermarket” and
“without water a tribe cannot survive, but without
money, a business cannot survive.” Drawing on
Charles Darwin’s notions on the ‘survival of the
fittest’, he really got people thinking and talking
about the similarities between the two ‘companies’.

“When a bush man’s arrow breaks, he does
not blame somebody else, it is his responsibility. It is the same in trading and risk
management”
Quinton Coetzee

The business sessions concluded with a discussion
on one of the hot topics in financial markets curTHE WELCOME AT MOYO
rently – Safe Settlement. Following that, ACI’s Annual General Assembly took place, before delegates took a well-earned break ahead of the evening’s festivities.
Saturday night was the official celebration evening, a goodbye to the Congress from the Organising Committee in South
Africa and also the ceremony that is the handing over of the ACI flag to next year’s host for the Congress, ACI Australia.
Entertainment for the evening included a cabaret show, ‘African Chic’, ‘Denim’, a fantastic male group whose
music has won them international acclaim, and a DJ to get the rest of the diners to their feet after dinner.
ACI South Africa planned and implemented a spectacular Congress, outlined and arranged to perfection. The organisers really showed their guests the beauty of the country, their worth within ACI and that they really know
how to party…all that can be said is ‘good luck Sydney!’
Presentations from the Congress can be found at www.aciforex.org by clicking on Past Events and photographs
can be found at www.aciforex.org/gb/aciforex-past-events.cfm

ACI - Largest association of wholesale financial market professionals
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MESSAGE FROM THE PRESIDENT

2009 – THE BEGINNING OF CHANGE?

I

Dear ACI Members and Readers,

s it not surprising how the financial crisis has almost become routine? There is a general
acceptance of what seems to be daily bad news, both in private discussions and in our
business life. At the beginning of 2008 none of us could have anticipated how the year
would end – the same now can be said for 2009. What characterises a trader’s life in this environment? I would suggest, “New game – new luck!”

For most of us the business year started reasonably: good spreads, good volatility and a little
more “normality” in liquidity conditions, but this should not disguise the widespread risks
that still exist in our markets and our businesses.

MANFRED WIEBOGEN
PRESIDENT, ACI – THE FINANCIAL
MARKETS ASSOCIATION

On March 11-14th 2009 ACI held its 48th ACI World Congress in Cape Town. Some 450 financial markets participants from
44 countries attended the Congress. Even though the industry is currently in the midst of the biggest financial crisis for more
than 60 years, participants arrived from all over the world. They included 35 exhibitors who took the opportunity to present
their latest product developments to delegates. ACI South Africa did a tremendous job – THANK YOU.

During the ACI Council meeting ACI Mongolia and ACI Nigeria became affiliated to ACI – The Financial Markets Association. The Council approved the membership of both countries at the meeting held March 12 in Cape Town, bringing the number of fully-affiliated National Associations to 62. For us it is a good opportunity to help in the development of both emerging
countries in this difficult market environment.

Even more pleasing in Cape Town was the presence of 15 different Central Bank representatives, a presence that indicates the
importance the central banks place upon communication and networking between the authorities and market participants. ACI
provides the forum for that interaction. The central bankers were integrated into discussions and presentations alike during the
Congress, including ‘The changing role of central banks in financial markets’ and ‘Reserve management during financial crisis’ (you can find a summary and some presentations at www.aciforex.org => past events).

Ahead of the Congress and under the leadership of Board of Education Chair, Christoph Niggli, some 45 ACI executives participated in an ACI workshop: ‘Liquidity – How to re-install a well functioning money market? ACI’s Executive Board will
use the results and findings of the Workshop to further evaluate developments in our industry. This will involve ensuring that
our opinions and suggestions are distributed to regulators for incorporation into their policy deliberations. ACI will publish a
questionnaire based on the results of the Workshop on its Web page, but there is still room for more opinions and ideas.
Should you wish to participate your opinion is more than welcome!

Elsewhere, just to remind you, as of January 1st 2009 Slovakia introduced the euro becoming the 16th Member State of the
European Union. Another anniversary was celebrated on January 1st this year – the 10th Anniversary of Euribor! The Euribor
(Euro Interbank Offered Rate) is the rate at which euro interbank term deposits within the euro zone are offered by one prime
bank to another prime bank. The Euribor was an initiative by ACI in 1997 and remains one we are very proud of.

I write this message as eyes turn towards the G-20 meeting. The main topics facing the G20 are:
- The pressure on accounting rule makers (‘how to value bad assets in the books of banks’)
- tighter controls on compensation
- tighter controls on debts and accounting

The Financial Stability Forum (FSF) recently called for ‘paying bonuses in a mixture of cash and shares’ aiming for long-term
profitability and loyalty. The Chairman of the FSF, Mario Draghi, also wants to apply the FSF’s proposal to hedge funds.
Broader regulation, along with the requirement for a high quality of capital, will be a key theme going forward and while the
FSF will not take the role of a global regulator – the IMF will police how countries implement the standards – it will have a
crucial role to play in the months ahead.
Ultimately it seems that 2009 will not be an easy year as financial and economic reforms are driven through. ACI will ensure
that it follows developments very carefully and will try to ensure that it is at the right place at the right time to promote our
members interests and opinions.

Manfred Wiebogen – President ACI - The Financial Markets Association

ACI - Strong focus on governance - ethical and moral standards
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IN MEMORIUM

I

IN MEMORIUM: GERRY GOHLER

t is with deep sadness that we have to inform you of the passing away of one of the legends of ACI – The Financial Markets Association. Our good friend Gerry Gohler had a
hard year in 2008 and unfortunately his health problems, which he discussed in his last
message to us in November 2008, took their toll early this year.

Gerry was an FX manager from the beginning of his career. He was raised in Germany,
moved to Canada and lived for the last 40 years in California – working for Bank of California before he retired. I personally met Gerry at many ACI congresses – he always was a
huge supporter of ACI and its spirit – and represented the Americas for many years.

GERRY GOHLER
In his own words: “Foreign exchange is the liveliest and most rewarding – or frustrating –
profession in banking. Over the years you make an awful lot of friends. You’re practically at home in every city of the world.
You build up an enormous amount of goodwill and friendship.”

He spoke five languages fluently, enjoyed listening to a variety of music and played various instruments. He loved travelling
and playing tennis. He was very talented and a man who had an eye for art, an ear for music and a love of life.

Gerry passed away on January 8, 2009 in hospital near his home in San Francisco. ACI lost a huge patron of its spirit and mission.
On behalf of ACI’s Executive Board

Manfred Wiebogen

ACI EDUCATION

T

ACI UNVEILS NEW DIPLOMA

he Board of Education of ACI – The Financial Markets Association has revamped its top level qualification in its suite of
examinations - the ACI Diploma. The new Diploma will be launched officially April 15 2009 and has been changed to reflect the global nature of markets as well as to reflect the wider skill set required at the top of the financial markets industry.

Previously questions in the Diploma were very much targeted at markets in London and Frankfurt but they now encompass
the Asia and the Americas to ensure the examination retains its global relevance. Equally, the new Diploma covers a wider
range of topic baskets. Specifically there is more focus on risk management, which should prove particularly timely given
events in global markets over the past year or so. As well as FX and money markets, the new ACI Diploma covers Fixed Income, Options, FRAs, Swaps, and both fundamental and technical analysis.

Currently available in English only with Prometric, a German version of the Diploma will go live in June.

Candidates will continue to receive high quality support as they sit the ACI Diploma, starting with new up-to-date, high quality, test questions that can be found on ACI’s website, www.aciforex.org. For the first time operations staff who hold the ACI
Operations Certificate are eligible to sit the ACI Diploma. Previously the examination was only open to holders of ACI’s flagship qualification the ACI Dealing Certificate.
There have been changes to the structure of the Diploma. It now only offers single choice questions and calculations and candidates have to answer 107 questions in three hours. The minimum score level for each of the nine topics is 50% and a 60%
overall score must be achieved by candidates.
“The new ACI Diploma reflects the changing environment within financial markets,” says Christoph Niggli, Chair of ACI’s
Board of Education. “We want to ensure that candidates master all instruments at a theoretical and practical level to ensure
they are fully equipped and qualified to meet the challenges of the modern financial markets.”

The existing version of the ACI Diploma, 3I0-006, will be available and run alongside the new Diploma until June 30 2009.
From that date the new Diploma, 3I0-009, will become the only version.
ACI Briefing | March 2009 5

ACI EXECUTIVE WORKSHOP

I

LIQUIDITY – HOW TO RE-INSTALL A WELL FUNCTIONING MONEY MARKET?

n response to the imbalances and break down in the money markets,
ACI’s Executive Board organised a second workshop on the sidelines of
the 48th ACI World Congress in Cape Town. The workshop set out to establish the key requirements and elements of a well functioning money market.

Under the leadership of Board of Education (BOE) Chair Christoph Niggli,
some 45 ACI executives participated in the workshop which took place over
two half days and was moderated by Mark Ratcliffe from UBS Zurich and
Andreas Emser, Director of Education ACI (Frankfurt Business School).

The workshop involved a mix of break out and group sessions.

THE BREAK OUT SESSIONS DISCUSSED THE REQUIREMENTS OF THE STAKEHOLDERS

1) Step one focused upon the needs of the stakeholders in the money markets – their interests, needs and expectations. Participants were separated into four stakeholder groups representing banks, central banks, corporates and financial institutions.

The key-messages from this session were:
Interests

Banks

Central Banks
Corporates
Financial
Institutions

Securing liquidity for the institution to fund operations

Needs

Use full spectrum of liquidity
tools at disposal: swaps, repos,
fwds, cps….

Expectations

Longer maturities, higher confidence facilitated by central
clearing counterparties: e.g.
CLS for money markets, global
standards

Trust, consistent global ratings,
To have trust reinstalled among independently functioning comTo have a well functioning ficommercial banks to again have mercial banking system allownancial system
a functioning money market
ing the CB to return to
“traditional” role
Short term funding to meet the
needs of end users (cash borrowers & investors)

Reciprocity with their bank to
both borrow and lend, and look
at risk management of their
portfolios

Preservation of capital and liquidity; need for a credible counDecrease operational risk, acterparty; performance
cess to liquidity, short term cash
benchmarking capability; simaccess, revenue generation
plicity of products that endclients fully understand

Transparency of pricing and
confidence in their institutions.
Hedging costs to decline in time

Enable prime brokers to function properly; transparency of
pricing and consistency of trading; uniformity of processing &
global efficiency

2) Step two examined the value proposition that a well-functioning money market would offer:

1. What expectations should a well functioning
Money Market fulfil?

a) Accessibility, ensure liquidity, hedging tools
b) Confidence in counterparty, liquidity globally, standardised ratings, longer tenors, confidence in official settings
c) Liquidity, mutual trust and confidence, transparent pricing
d) Provide efficiency in terms of pricing and depths, with
longer tenors

CREATING A MISSION STATEMENT
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2. What benefits does a well functioning Money Market have for all/different stakeholders?

a) Pricing efficiency
b) Less central bank involvement
c) Ability to fund/place funds, generate revenue (not necessarily profit) and spreading risk across market
d) Certainty of funding, transparency of prices, lower cost of funding for all, market confidence

3. What benefits does a well functioning Money Market have for the economy in general?

a) Free flow of funds to reach all sectors increasing employment and economic growth
b) Money goes back into the real economy, cheaper cost of funds, helps the economy and business
c) Provides business opportunity by lending and borrowing, confidence in the banking system, part of central
bank policy
d) Catalyst for global growth, increased circulation of funds, ability to invest in markets, giving us a certain
amount of leverage
3) Step three attempted to create a mission statement or vision for the money market going forward:

Group 1

An efficient money market will fairly distribute liquidity among all market participants by using collateral as much as possible – and create a reasonable leverage effect under central authority control.

Group 3

To have a well collateralised money market that is transparent with simpler, optimally priced, products
and which has efficient process of a global standard that facilitates the effective transmission of liquidity.

Group 2

We need to move to a market with more transparent balance sheet which can allow for appropriate credit
(lines) to be assigned and further enhanced with collateral management to allow for dynamic pricing.

4) Step four studied the specifics of value creation, by looking at ‘What can be done by ACI?’.

Group 1

Group 2

Each NA to be proactive in the conCirculate workshop conclusions
sulting process with the regulatory
and action plan to members
authorities => Action not words

To advise the authorities on current and proposed policies: The
market practitioner’s view

Better information transfer with
ACI’s National Association to advise ACI International on activities
and developments. ACI International to provide a global picture

Dialogue with regulators, rating
agencies and associations

Group 3

Increase of ACI reputation & visibility both – locally and globally
Closer liaison with other associations on the part of ACI’s global
committees

Executive Board implements promotes and delegates to national
Using our influence, network &
ACI with feedback and regulator experience to be pro-active
follow up

Following the workshop, ACI’s Executive Board will continue to work on these goals and will have regular contact with its
members, central banks and other regulatory bodies. The Executive Board invites ACI members to provide their opinion on
the above issues as well as to highlight topics they would like the Association to address. Please contact a.emser@frankfurtschool.de.

ACI - Setting the benchmark in certifying the financial industry globaly
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ACI FORUM
A RESPONSE TO THE CRISIS OF CONFIDENCE IN THE UNSECURED MONEY MARKETS:

THE COLLATERALISED INTERBANK DEPOSIT MARKET (MIC)

T

THE RATIONALE FOR MIC

he Collateralised Interbank Deposit Market (MIC) is a new section of e-MID
intended to tackle the sticking points that have been progressively impairing the
interbank unsecured borrowing and lending in the aftermath of the Lehman crisis.

The Lehman bankruptcy has brought about a sharp increase in the perceived counterparty risk, therefore leading to a very strict selection of counterparties for short
term interbank lending, especially on maturities longer than one day; furthermore,
banks have become even more sensitive to liquidity risk, as it may trigger a
domino effect leading to a new crisis.

GIOVANNI AROISO AND GIOIA MEONI, E-MID

From a borrower’s perspective, recourse to the interbank unsecured market has been hampered, amongst other reasons, by the
risk of the so-called “stigma” effect, i.e. by the risk that aggressive bidding for funds may lead to market speculation about the
borrower’s financial soundness and liquidity conditions.

From a borrower’s perspective, recourse to the interbank
market has been hampered, amongst other reasons, by
the risk of the so-called ‘stigma’ effect, i.e. by the risk that
aggressive bidding for funds may lead to market speculation about the borrower’s financial soundness.

As a consequence of the above, the unsecured interbank market has experienced a severe contraction, most
remarkably in maturities longer than one day.

Most banks are sitting on huge liquidity buffers and the
circulation of liquidity has been severely affected leading to uneven distribution of liquidity in the system.
The European Central Bank, as well as other central
banks, reacted by increasing the amount of liquidity via repo tenders; however most of the liquidity did not feed into the system, it was instead returned to the ECB in the deposit facility. The cost of this “liquidity insurance” to the banking system has
been the negative spread between the tender rate and the rate of the depo facility.

MIC addresses these concerns by providing a market place that is entirely anonymous, both pre and post trade, and assisted by
a solid guarantee scheme.

The guarantee removes counterparty risk, while anonymity does away with the “stigma” effect. MIC provides a safe marketplace to circulate the liquidity among banks, thereby reducing the dependency on the ECB and potentially generating positive
spreads for the banking treasury operations.
WHAT IS MIC

MIC is an initiative, based on a temporary guarantee scheme, introduced by Banca d’Italia together with e-MID SIM Spa (the
company that operates the e-MID Electronic Interbank Market) and the Italian Banking Association (ABI), to enable market
participants to trade interbank deposits through a procedure that provides full protection against liquidity risk and minimises
counterparty risk.
The new market model is based on the following features:
- Collateralised deposits
- Full anonymity
- Guarantee of timely settlement
- Limited mutual insurance
- Standard maturities between one week and six months

Trading on MIC is fully anonymous pre and post trade and collateralised. Each bank can operate within the limit assigned by
the manager of the guarantee scheme based on the assessment of the collateral conferred to the scheme.

The guarantee scheme is managed by the central bank and operates thanks to:

ACI - Personal and company networking for its members
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- the collateral pledged by each participating bank;
- a mutual guarantee, up to 10% of the collateral pledged by each participant;
- an unconditional guarantee provided by Banca d’Italia, in the event of settlement fail by a participant.

Settlement of trades is fully automated via Target2 and takes place at 9.00 a.m.

In case a bank fails to perform settlement by 12.00 am, Banca d’Italia will settle on behalf of the bank, therefore keeping the
counterparty exempt from any risk.

Should the bank also fail to refund the central bank during a “late settlement” window, Banca d’Italia will be entitled to dispose of the collateral of the bank. Should the collateral prove to be insufficient, then the mutual guarantee will operate.
ELIGIBLE COLLATERAL

In its current version, the guarantee scheme operates based on an extensive list of eligible collateral classes that include both
ECB eligible and non eligible assets. Amongst non ECB eligible assets are assets that are eligible for Banca d’Italia’s securities lending operations and state guaranteed liabilities from EU countries, as well as equity shares and convertible bonds from
OECD countries, provided that they are listed on regulated markets.
Bank loans and assets with rating below BBB may be added at a further stage.

A DISTINCT PLUS

A very important feature of MIC is that assets created by lending on this market are eligible for Banca d’Italia’s securities
lending operations. By means of these operations, a bank who has made a fixed term deposit can obtain ECB eligible assets by
pledging, if necessary, the MIC deposit with the central bank. This means that deposits on MIC can become liquid, therefore
removing a major concern to lend money on fixed term dates.
WHO CAN JOIN MIC

Equal and uniform access to the MIC scheme is guaranteed for all EU banks. The condition for remote access to MIC is an
agreement signed between Banca d’Italia and their respective central bank.
The other conditions to become a member of MIC are the following:

- The bank has to be a member of the e-MID Electronic Interbank Market.

- Only a member from each banking group may participate; however other banks from the same group are allowed to contribute collateral to the benefit of the member.

- The bank has to give mandate to e-MID to automatically send instructions to debit and credit its Target2 account in order to settle
MIC trades (this allows for a safe settlement environment, also given that these payments have the highest priority in the SSP).
GOVERNANCE

An advisory committee composed of Banca d’Italia, e-MID SIM Spa, the Italian Banking Association (ABI), the Italian Association of Bank Treasurers (ATIC Forex) examines issues and opportunities that may arise in the new market section, and assesses changes if required. Should members include banking communities from other EU countries, the governance might be
reconsidered to achieve broader representation.
SOME FINAL REMARKS

MIC was launched on the 2nd February 2008. The number of members has reached 48, representing more than 80% of the
total assets of the Italian banking system. Activity has also consistently increased leading to a total outstanding of 4.1 billion
euros, with an average duration of 29 days (data as of the 27th March 2009).

A few weeks since its inception, a consistent trend of commitment of collateral, trading and outstanding volumes appears to be
building, therefore confirming the evidence that MIC effectively addresses an actual requirement from the banking community.

ACI - Representing some 13,000 members in more than 60 countries
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This holds all the more true given that the unsecured market remained subdued in recent weeks, signalling that confidence
among banks is far from being reinstated.

As a further step, MIC is ready to open to participation by EU credit institutions that satisfy requirements similar to those established for Italian participants, subject to an understanding with their home country authorities.

In the last few years e-MID has committed a lot of effort into developing an integrated money market across Europe and has developed into the reference market for unsecured interbank borrowing and lending with over 250 members from 29 countries.

We would like to assert our commitment to the integration of money markets also for the future. MIC should be regarded as a
step in this direction.

NEWS FROM ACI

ACI MONGOLIA AND ACI NIGERIA AFFILIATED

A

CI’s Council approved the affiliation of ACI Mongolia and ACI Nigeria to ACI - The Financial Markets Association at
their recent meeting held March 12 in Cape Town at the occasion of the 48th ACI World Congress – ranking as country
61 and country 62 holding full membership within ACI.

Both Associations have the full support their Central Bank and Bankers Associations.

ACI MONGOLIA
Members:

70 from 44 different institutions

Year of Creation:

2009

President:
Treasurer:
Gen. Secretary:
Operations Secr.:

GANZORIG Ulziibayar, Mongolian FMA
BYAMBAA Losolsuren, Asian Development Bank
TSEVEGMID Sanvaidagva, Financial Regulatory Commission
ALTANZUL Bayanjargal, UMC

President
GANZORIG Ulziibayar
Mongolian FMA
Further details currently at www.fma.mn
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ACI NIGERIA
Members:

Year of Creation:

President:
Treasurer:
Gen. Secretary:
Executive Secr:

40 from 13 different institutions
(additional members are expected during the year)

2009

Bolaji Shenjobi, Guaranty Trust Bank Plc
Rotimi Adebiji, Intercontinental Bank Plc
Bimbo Onyeji, Kakawa Discount House
Wale Abe, Money Market Association of Nigeria

President
Bolalji Shenjobi
Guaranty Trust Bank Plc

Contact Person: Wale Abe
c/o Money Market Association of Nigeria
Moneymart Centra, Plot 1398 B, Tiamiyu Savage Street,
Victoria Islands, Lagos

Executive Secretary
Wale Abe
Money Market Association of Nigeria

ACI Nigeria brings 40 individual members from 13 different financial market participants and some 20 new entrants might be
expected during the current year. All members from ACI Nigeria are already holders of the ACI Dealing Certificate – ACI’s
international benchmark in certifying its members and the entire Treasury dealers industry.

Further details: www.aciforex.org => National Associations => Middle East & Africa
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NEWS FROM ACI
A market snapshot by ACI MONGOLIA

THE MONGOLIAN FINANCIAL MARKETS 2009
Exchange rate policy:

The Mongolian tugrik (MNT) is a floating currency. Mongolbank, the central bank, focuses on the stability of the MNT exchange rate against major currencies and does not influence the markets other than through the occasional intervention due to
major fluctuations.

Exchange controls:

There are no capital movement or exchange controls in Mongolia. Investors are free to exchange MNT against other currencies at market rates at any time.

MONGOLIA: FX MARKET CONVENTIONS

Monetary policy:

The central bank conducts Inflation-targeted monetary policy, in which it issues a bill to affect the M2 supply. Mongolbank
adjusts its bill rate in order to affect the money supply.

Debt management policy:

Government bills are issued domestically in smaller tenors up to 2 years only. A eurobond issue is proposed later in 2009.

Controls/restrictions on foreign participation:

No control, restriction or limits on foreign participation in money, capital and forex markets.

Taxes on foreign investors:

Foreign investors are taxed the same as local investors. Withholding tax of 10% applies for dividends and interest except for
that of government bonds.

MONGOLIA: RATES MARKET CONVENTIONS
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THE NIGERIAN FINANCIAL MARKETS 2009

Exchange rate policy:

A market snapshot by Standard Bank, South Africa

The Nigerian naira (NGN) is a managed floating exchange rate. The CBN’s focus is on maintaining USD/NGN stability. The
exchange rate is adjusted occasionally to meet policy objectives.

Exchange controls:

Foreign investors into government bonds are issued with a Certificate of Capital Importation (CCI). Under these regulations,
these investors are not allowed to repatriate their investment for at least one year. Investors in corporate instruments and forwards are not subject to a minimum onshore holding period.

NIGERIA: FX MARKET CONVENTIONS

Monetary policy:

Monetary policy is aimed at price stability. M2 money supply is the intermediate target and is controlled through adjustments
to the CBN MPR. There is a longer-term transition to an inflation targeting framework.

Debt Management Policy:

The aim is to increase tenor. In recent years, tenor has increased from 7-year to 10-year bonds. Duration is expected to increase to 20-years in 2009. A 10-year NGN euro-clearable issue is also expected.

Controls/restrictions on foreign participation:

Foreign investors can only invest in government securities dated > 1-year; they cannot participate in primary auctions. Investment in money market instruments (e.g. commercial paper) of a tenor less than a year is allowed.

Taxes on foreign investors:

Investment in government bonds and commercial paper does not attract taxes, while time deposits and dividends on equities
attract withholding tax of 10%.

NIGERIA: RATES MARKET CONVENTIONS
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A

MODEL CODE – UPDATE

CI’s Committee for Professionalism is an advisory body charged
with the responsibility to formulate and propose guidelines, both
technical and ethical, concerning the operation of the markets and the
professional activities of ACI members. These guidelines comprise The
Model Code.

Three updates to The Model Code were provided by the CFP during the
first quarter 2009:

• Update 0903 20090121_Update on Appendix 6 - Main SWIFT Currency Codes
• Update 0902 20090108 Update on 8. Customer relationship, Advice
and Liability
• Update 0901 20090108_Update on 3. New Bank Holidays/Special
Holidays/Market Disruption
• Update 0901 spots on ‘3. New bank holidays/special holidays/market
disruption’ and is generally a technical adjustment.
• Update 0902 was on ‘8. Customer relationship, advice and liability’
and now includes a term referring to MiFID or other rules and regulation aimed at customer behaviour.
• Update 0903 referrs to ‘Appendix 6 – Main SWIFT Currency Codes’
and highlights the change of SKK (Slovakian crown) into EUR as of
January 1st 2009.

The latest version of The Model Code can be downloaded from our website (www.aciforex.org => The Model Code). The Model Code is available in German, Russian and Chinese, however the officially valid
version globally is in English.

250 DELEGATES AT
ICMA-ACI REPO SEMINAR

L

ast March, the latest in a long and successful series of
ICMA-ACI repo courses took place in Brussels, sponsored by Euroclear. Over two days delegates heard a range of
speakers, including market professionals, academics and central bank officials give practical insights on the working of
the repo market, trading and settling repo, its documentation,
triparty repo and collateral management.

This unique event also provided an insight of the impact of
the crisis on the repo markets in Europe. With the ongoing reform of the financial markets linked to the heads of state
meeting at the G20, focus from the regulators in Europe will
make it crystal clear to those who have been disbelievers that
collateralised lending will be the base for a recovery of the
world economies.
The use of central counterparties where possible, additional
capital requirements, new techniques to be implemented by
the central banks, new regulations as is the case of CDS trading will push all banks towards the use of the repo markets.
On this occasion for the first time course delegates has the
option to attend a pre-conference workshop on security lending in cooperation with ISLA. As requests to participate outnumbered the availability of places a next professional repo
market course will certainly be considered.

EUROPEAN BANKS CELEBRATE 10TH ANNIVERSARY OF EURIBOR

T

he European Banking Federation and ACI – The Financial Markets Association, launched Euribor exactly 10 years ago, on January 1,
1999, in the wake of the euro launch.

Ten years on, the euro has established itself as a reliable global currency. It is secure and stable and comes across as the European Central
Bank’s greatest achievement. Euribor, in the meantime, has become one of the most important financial benchmarks in the world in terms of
money referenced against it, not only within the inter-bank market but also for an increasing number of derivative instruments, both exchange traded and over-the-counter.

Until 1999, several European countries had their own national inter-bank rates which were set by the demand and supply of money as banks
lent to each other to balance their books on a daily basis. The challenge set by the creation of this truly European rate was to be met by the
pan-European financial industry with commitment and close cooperation. Gradually, Euribor became the benchmark for short fixed-term
inter-bank deposits within the Eurozone, successfully replacing the national inter-bank rates.

Current conditions have taken their toll on Euribor as well as on other financial services reference rates. Over the past three months, however, Euribor has dropped considerably from its summer-end high positions. This trend is in direct correlation with the lowering of official
European Central Bank rates, as well as with the general calming of the interbank markets. The latest measures from European governments
are also having a very positive impact on the market.

“Confidence levels may take a while to be restored but they will ultimately be supported by lower bank lending rates,” declares Guido
Ravoet, Secretary General of the European Banking Federation. “Meanwhile we are convinced that Euribor remains a reliable instrument
and the support of the 44 banks providing quotes to its panel remains crucial. Their adhesion to Euribor's code of conduct, regularly reviewed by an independent steering committee, has ensured a robust governance structure and made the Euribor fixing a good and acceptable
reflection of the current non-homogenous European money market.”

“Euribor is a success story, comparable to the Euro”, adds Manfred Wiebogen, President of ACI – The Financial Markets Association. “Soon
after its launch the Euribor immediately established itself as the representative rate of the large Euro money market. The broad range of
quoting banks ensured over the years reliable fixing levels in line with the market. The young benchmark weathered the recent market
storm. The introduction of the Euro in Slovakia as of January 1st 2009 could be seen as its birthday present. ACI is extremely proud of having had visionaries amongst its members, helping industry to establish a truly European tool to mirror the audacious introduction of the Euro
by the authorities.”
Euribor® (Euro Interbank Offered Rate) is the rate at which euro interbank term deposits within the euro zone are offered by one prime bank to another prime bank
(www.euribor.org). Euribor is a registered trade mark of Euribor EBF.
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Druck-My-Niet Wine Estate, Paarl, South Africa

ACI PEOPLE – GEORG KIRCHNER

A

short story of a trader’s life – from Munich to New York, London, Hong Kong
and back to Munich, to London again and finally to South Africa and an exit
from the markets (1982-2007).

Georg Kirchner is one of those restless and powerful characters we have within ACI.
Whatever they are doing, they do it from the bottom of their heart and with all their energy. “Working in a highly professional environment with entrepreneurial aspects and
good earning opportunities” was, and still is, his personal objective.

Raised in Germany, he started his treasury career at Hypo Bank in Munich during 1982.
He gathered experience as a Junior Trader in New York, went as Chief Dealer to London and became Treasurer of Hypo Bank Hong Kong in 1993 – it could be said he
climbed the ladder quickly!

Moving back to Munich in 2000, Kirchner took on a different challenge within what
GEORG KIRCHNER
was now HypoVereinsbank, involving proprietary FX and commodities trading. His
final steps in the banking industry were with UniCredit Markets & Investment Banking in London, where he was in charge of
the integration project for the FX businesses of UniCredit, Bank Austria and HypoVereinsbank globally.

The fascinating thing about Georg’s career in banking is that he only ever worked for one institution. We are all fully aware of
the changing nature of our world, but a look at the table below shows just how many mergers and acquisitions litter the path
from Hypo Bank to UniCredit.

1991
1992
1998
1998
1998

1999
2000
2000
2002

2005
2007
2008

(1) Osterreichische Landerbank & (2) Zentralsparkasse = Bank Austria
(3) Banco di Roma & (4) Banco di Santo Spirito = Banca di Roma
Bank Austria & (5) Creditanstalt = Bank Austria
(6) Bayerische Hypotheken & (7) Bayerische Vereinsbank = Bayerische Hypo Vereinsbank
(8) Credito Italiano & (9) Rolo Banca, (10) CariVerona, (11) Cassa di Risparmio di Torino, (12) Cassamarca, (13)
Cassa di Risparmio di Trento e Rovereto, (14) Cassa di Risparmio di Trieste = Unicredito
(15) Bank Pekao = Unicredito
(16) Bulbank (Bulgaria) & (17)Pol’nobanca (Slovakia) = Unicredito
Bayerische Hypo Vereinsbank & Bank Austria = HVB Group
(18) Zagrebacka Banka (Croatia), (19) Demirbank Romania, (20) Zivnostenska Banka (Czech Republic) & (21) Koc
(Turkey) = Unicredito
HVB & Unicredito = UniCredit
(22) Capitalia Spa = UniCredit
Banca di Roma = UniCredit

So, 22 institutions, all of which provided liquidity and price distribution to the market, have disappeared – and this list, put together by ACI’s President Manfred Wiebogen, is not comprehensive. “It shows just a part of Georg’s movements over the
years,” he says. “This table should be of particular interest to new entrants to the market, just to demonstrate the flexibility a
trader needs to have. Sometimes a trader’s life is full of surprises and of course they have to handle not only the challenges of
the market, but also the political challenges – being ready to move where and whenever needed.”
After 25 years in banking, Georg left Europe at the end of 2007 moving to South Africa where he bought a vineyard. ACI’s President met up with him in Paarl at his wine estate and guest cottages to talk about the old times. “It is not only about Georg though,”
adds Manfred Wiebogen. “His wife, Dorothee must be mentioned as contributing to our community. I met her for the first time
when she was on the Organising Committee of the 1997 Hong Kong Congress.”

GEORG’S NEW ‘OFFICE’

In appreciation of his contribution to our industry and our Association, ACI’s
President presented Georg with an ACI T-Shirt, emblazoned “Once a Dealer – Always a Dealer” following the Cape Town Congress. “For a real dealer it doesn’t
matter whether they are doing business in financial markets or vineyards or anywhere else,” says Wiebogen. “Georg, the ACI community wishes you good luck
for your wine growing and in particular for your first wine production due in two
years’ time. Maybe ACI and/or the foreign exchange market will provide the inspiration for you to name one of your future wines.”
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SLOVAKIA ADOPTS THE EURO: BECOMES
16TH EU MEMBER TO DO SO

S

lovakia adopted the euro currency on 1 January 2009 as the 16th member of the Eurozone. The euro in Slovakia was approved by the European Commission on 7 May 2008. The Slovak koruna (SKK) was revalued on 28 May 2008 to SKK
30.126 for 1 euro, which was also the exchange rate for the euro.

To cover the launch requirements and the prospective demand in the remainder of 2009, Národná Banka Slovenska borrowed
188 million euro banknotes with a face value of EUR 7.1 billion from the Eurosystem’s stocks. The 499 million euro coins
with a face value of EUR 165.2 million were produced by the Slovak Mint in Kremnica.

To make the cash changeover proceed both as smoothly and as swiftly as possible, as of 1 January 2009 all publicly accessible
ATMs have been dispensing only euro banknotes. Furthermore, all commercial banks which are members of the Slovak Banking Association opened their exchange counters on 1 January 2009, but also over the coming weekend of 3 and 4 January.

CENTRAL BANK ADDRESSES ATIC FOREX ITALY MEMBERS

A

round 1,200 market professionals attended the 15th Congress of ATIC Forex Italy,
Aiaf and ASSIOM in Milan in late February.

The occasion was used by the Banca d’Italia to deliver the first official speech of the year
by the central bank to the markets and was, therefore, eagerly awaited by delegates.

Professor Mario Draghi, Governor of Banca d’Italia, told delegates that the risks to the
world economy, which had previously been feared, had materialised and created the worst
crisis of confidence since the Second World War. Professor Draghi spoke of the “general
awareness of the need for sweeping interventions at global level, the more closely coordiMARIO DRAGHI
nated the better.” The focus for these interventions should be simultaneously on fiscal,
monetary and financial stability, he added.
On monetary policy, while acknowledging that central banks had made a “prompt and coordinated” response to the crisis, he
stressed to need for continued action. “Worrying about getting too close to the lower limit for nominal interest rates cannot be
a reason for inactivity,” he warned delegates.

Closing out a wide-ranging speech, the Governor finished on a positive note for the Italian financial system, stating, “There is
no reason to give in to discouragement. Rather, it is an opportunity for the country, all of us, to demonstrate our ability to protect the weakest, to open up new paths for the future.”
More than 36 exhibitors, both domestic and international, supported the Congress.

The full draft of Professor Draghi’s speech can be found on www.aciforex.org by clicking on Past Events.

ACI ROMANIA HOLDS GA

On February 19, 2009, the 14th General Assembly of ACI Romania – The Financial Markets Association took place at the Romanian Banking Institute.

The General Assembly analysed and approved the Annual Report of the Board, the most important decisions being the continuation of the ISDA Project which is drafting a local master agreement for interbank derivatives transactions compatible with
Romanian legislation. An increased role for ACI Romania’s education programme was also discussed at the meeting, which
featured elections for vacant positions on the Board.
The new elected members are:
Serban Matei – President (National Bank of Romania)
Luminita Runcan – Deputy General Secretary (Transilvania Bank)
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ACI AUSTRALIA HOLDS CHARITY GOLF DAY

A

CI Australia’s inaugural charity golf day took place recently at the
Northbridge Golf Club in Sydney and was well supported by members
with 12 teams of four taking part in the day’s activities.

THE WINNING TEAM

Macquarie Bank, State Street and Dick Smith Electronics were the main
sponsors of the day, supported by Westpac and Bank of America among others. The day raised $6,500, which was presented to St Edmunds School in
greater Sydney, a school for visually impaired and special needs children.
The school is currently undergoing a major building project and the financial support from all attendees will go a long way to helping complete the
project which is being undertaken so that all of the students can enjoy a safe,
friendly and modern environment to learn and develop as individuals.

The winning team was from Tullett Prebon, closely followed by St George Bank and Icap.

PRIZES ANNOUNCED FOR ACI UK ANNUAL CHARITY GOLF DAY

A

CI UK is to stage its popular Annual Charity Golf Day on 20 April, sponsored by Accenture, at the Brocket Hall Golf
Club in Hertfordshire. There is room for two more teams of four to take part in the day.

To register an interest, potential participants should email golf@aci-uk.com. The cost of the day is £1300 per team and the day
is also open to non-members of ACI. The event will raise money for the Variety Club of Great Britain’s Sunshine Coach Appeal, which provides coaches for disadvantaged and disabled children.
The golf day has some fantastic prices on offer including an Audi A4 convertible for a hole in one, and a set of TaylorMade
golf clubs and a golfing break for a hole in one. In addition there will be a raffle and a short auction where other prizes include: 1/ A chauffeur driven Bentley Arnage to The Ritz for dinner, overnight accommodation and breakfast, returning home
in the Bentley; 2/ Top of the range Bang & Olufsen phone; 3/ Use of an Audi TT for a weekend; 4/ Trackman Golf Club fitting
session using radar technology as used on the PGA tour; 5/ Round of golf for four plus lunch at Brocket Hall GC; 6/ Dinner
at The Dorchester for two with the show "The Sound of the Musicals"; 7/ A three night stay at the 5 star Le Penina Meridien in
Portugal, including breakfast and golf; 8/ Dinner with wine for two at the Mango Tree Restaurant SW1; 9/ A case of mixed
fine wines
Over the past 20 years, ACI UK has raised £600,000 for the cause, providing 41 specially adapted coaches for schools and facilities in London and the Home Counties. The golf days have been a significant contributor to this and the aim of the day is to
raise sufficient funds to provide a new Sunshine coach.
Details can be found on the Association’s website, www.aci-uk.com.

FMAC CHARITY GOLF SET FOR JUNE 7

T

he Financial Markets Association of Canada will hold its 13th annual charity golf tournament at Eagle’s Nest Golf Club in
Ontario on June 7.

Defending champions are the Royal Bank of Canada at the event which has raised over $370,000 for the Hospital for Sick
Children Foundation over the previous 12 years.
Details of how to enter the competition can be found on the Association’s website, www.fmac.ca.
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FX MARKETS THRIVE POST-LEHMAN

T

he latest FX turnover survey reports from the world’s FX committees offer the first snapshot of industry activity since the demise of
Lehman Brothers, which collapsed and ratcheted up the global financial crisis a notch or two further in late September 2008. Following
that collapse there were reports of the forward FX markets “jamming up” as credit lines were withdrawn from all but the very strongest
banks, and as the news steadily worsened government bailouts suddenly became a normal course of events.
Normally it is seen as better to compare data year-on-year when studying these surveys given how activity in the markets can, to a degree,
be cyclical (especially in recent years when low volatility dominated market conditions). However given the dramatic change in market
conditions following the collapse of Lehman, it can be argued that a snapshot of conditions “before” and “after” that failure has more value.

The surveys from the JSC, along with the FX committees in New York, Singapore, Australia and Canada, confirm that the forward
market did see a sharp decline in turnover but it was not as bad as it could have been. In the UK, FX swaps activity declined by 22%
from April 2008 to a daily average of $719 billion per day; in the US over the same period swap activity declined by 17.5%, in Singapore by 20%, in Australia by around 10%, and in Canada by just 4.3%.

These findings suggest that while turnover was hit, the markets did continue to function albeit in pockets rather than across the board.
Equally, a glance at the outright forward data indicates than while conditions were tough in terms of pricing, people were getting deals
done. In all centres apart from Australia, outright forward turnover – traditionally a hedging tool for many clients – rose significantly.

In the UK, outright activity was up 18.6% on April 2008 and a huge 86% on the October 2007. In the US, the same comparisons saw
activity rise by around 6% from April 2008 and 10.5% from the year before; in Singapore it rose by 24.4% and 55% respectively.
This indicates that although banks were finding it tough to deal with each during October 2008, they clearly were able to maintain a
good level of service for their clients.

This was a pattern repeated in the spot turnover section of the various surveys. In the UK, turnover was 6.7% higher than in April, in
the US it was 19.6% up; in Singapore 12.3% up; in Australia around 5% higher and in Canada by 7.2%. It is interesting to note that
in spite of it being at the centre of the financial markets storm, the US out-performed all the other centres in spot. There are suggestions from certain firms within the US that the two factors drove the higher activity – the burgeoning retail FX sector which received
a boost as investors fled the stock and bond markets and also from the fact that in October several institutions resorted to actually
buying dollars in the spot (and outright) market to fund dollar requirements.
Repatriation was also seen as being a factor, however the data from the FXC does not bear this out, showing as it does that the surge
in turnover was largely between the reporting dealers.

The FX derivative markets were hit hard by the combination of the credit crunch and the focus on just hedging exposures in the simplest fashion possible, activity in all centres declined sharply from April, by around 10% in the US and Australia; 7.3% in the UK
and by 18.5% in Singapore. Looking at the same centres year-on-year the picture is even worse in derivatives, the US declined
35.4%, the UK by 8.7%, Australia by 5% and Singapore by a massive 42%.

Only in Canada was derivative activity in decent shape. From April 2008, average daily turnover actually rose slightly by 2%, but
this reflects the fact that it had dropped quite sharply in April from October 2007 to the tune of 13.5%.

In terms of the overall picture, the surveys represent something of a mixed bag. While activity in the US and Canada was actually up
over the six month period, in the other three centres it declined. The US is the strongest performer at 6.4% up in all FX activity from
April 2008 (up 7.3% in “traditional” products, i.e. non-derivative), followed by Canada at +4.4%. Overall UK activity declined by
8% from April 2008 (8.3% down in “traditional” products), in Australia it was 11% down (10% down in “traditional”), and Singapore registered a decline of just 1% in “traditional” products for an overall decline of around 3%.

Year-on-year, every centre saw an increase in daily FX activity except Australia, local market sources suggest the extreme volatility
in the Australian dollar in October was the main cause of the decline, the month recorded the five busiest days in the currency’s history by percentage moves as the credit crunch triggered a massive unwinding of AUD longs.
This activity was exacerbated by reports of heavy losses for Asian corporates such as Citic in Hong Kong, which reported a $2 billion loss related to FX derivative contracts involving the AUD. Uncertainty over the activities of the Asian corporates during the
AUD’s near 30% in late 2008 contributed to a thinner than ususal market. The sources suggest that as volatility has settled (and the
Australian banking sector has by default moved up a league table of healthy banks), activity has rebounded strongly since October.
CLIENT ACTIVITY

When studying the counterparty data in the latest surveys there are some strange findings which could refute the theory that much of
the outright forward activity was driven by clients hedging FX risk. Singapore does not break down client activity, there is, therefore,
a degree of reliance upon the UK and US surveys, but it is strange to see that outright activity with client groups actually fell in the
UK across the April-October period.
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Other financial institutional business in the UK declined by 16.6% to a daily average of $60 billion in October 2008, while that of
non-financial institutions declined by 11.8% to $30 billion per day. There was a sharp increase in outright forward activity between
reporting banks (50% higher at $57 billion per day) but that pails into insignificance compared to the 91% increase in activity with
other banks. This suggests that clients’ first instinct in the crisis was to turn to their long-standing provider rather than shop around
with the top group of banks. This business was then passed on as so many institutions were merely “back-to-backing” client business
in the first days and weeks of the crisis. While business with other UK banks rose by $10 billion per average day in outright forwards
across the survey periods, that with non-resident banks rose by $20 billion per day, suggesting that regional clients dealt with regional banks (which was probably the only place they could get credit) who then passed it onto the major London dealing desks.

The surveys offer the industry its first chance to
study the impact upon liquidity and turnover of
the collapse of Lehman Brothers in September

This is in stark comparison to the US survey, where outright activity
with other reporting dealers fell, and the other three categories all saw
steady increases around the 10% mark. The geographical nature of the
two markets probably explains the different patterns, the UK is a hub
for many European banks but the credit is held locally, the US market
is much more homogenised.

In the UK, client activity in the spot markets was 15.4% higher, with non-financial customer business growing the strongest. This confirms that corporations in particular were much more active hedging risk in the highly volatile markets, especially as the number of horror stories related to corporate losses from FX trading grew rapidly in Asia, Eastern Europe and Latin America.

There was evidence of a “flight to quality” also in the spot data, for while customer activity in the UK increased, in the US it actually declined, albeit very slightly. This variance in the two surveys reinforces reports from the time that North American clients were eager to execute as much of the business as possible during European hours when liquidity was at its best. Other bank business in the US grew strongly.

In terms of overall FX activity and how it was executed, the UK survey provides strong evidence that non-financial customers in particular turned to their banks to get deals done. Although overall activity with non-financial customers fell by 3.4% from April to October, average daily turnover on the single bank platforms almost doubled to $32 billion per day. On multi-participant platforms
non-financials’ business collapsed in a heap, however, from $29.5 billion in April, to just $6.7 billion in October.

Other financial institutions business (typically money managers) declined by 17% overall in the UK. There was an increase in business executed direct with the reporting banks from their financial institution clients, from a daily average of $160.9 billion in April to
$165.4 billion per day in October. As far as the trading platforms are concerned, the innate reluctance of financial institutions to trade
direct with their bank manifested itself in the data. While activity declined in the UK across all electronic platforms, it was more
marked on the single bank portals. While these venues saw other financial activity decline by 22.4%, the multi-participant platforms
saw a decline of 17.8% and electronic broking systems a decline of 16.7%.

Interbank activity on the multi-participant platforms – this does not include EBS and Reuters Matching – dropped sharply, reflecting
the withdrawal of credit from the ECNs by many banks that had previously traded with each other (occasionally) on these venues.
From April to October, interbank activity on the multi-participant venues declined from $90.3 billion per average day, to $42.2 billion. On the single bank venues it fell from $121.4 billion per day to $114.7 billion per day. Much of the decline was taken up on the
electronic broking venues, where interbank activity rose by 7.6%.

In the US, the picture was, again, slightly different to the UK. Other financial clients in North America turned to the electronic trading systems (although the FXC report does not break out single and multi-participant venues), where activity rose from a daily average of $87 billion in April to $107.6 billion in October. Conversely, non-financial client usage of e-trading systems declined from a
daily average of $9.8 billion in April to $6.8 billion in October.

It is important to note that execution data from both the UK and US committees does not take into “double counting”, where two
banks report the same trade, which the headline data does.

The US survey also confirms reports from the time that while customers were getting large orders executed, they were being done so
in much smaller parcels. Average trade size in the US fell sharply from $3.2 million in April to $2.1 million in October. Across products, the average spot transaction fell from $1.93 million to $1.42 million; outright forwards from $4.19 million to $3.53 million; FX
swaps from $43.28 million to $34.16 million; and FX options from $20.55 million to $19.38 million.

What is interesting is the reduced level of influence of client groups. In the US, client activity as a share of the overall turnover was
at its lowest level since the FXC started taking surveys. In the UK too, client activity was lower from April 2008. At around 34.8% of
overall turnover, US client-related activity is much lower than the 40% share it held from the April 2006 survey to the April 2008
survey. The UK survey is harder to track given the JSC recently changed how it collates the data, but in general terms, other financial
activity declined, while non-financial activity rose very slightly in percentage share terms.
Overall though, given how extreme financial conditions were in October following the collapse of Lehman Brothers, it can be said with a
degree of confidence, that the FX continued to function well. The next FX committee surveys are due to be taken in April, by which time it
is to be hoped that conditions will be better. At that time an even wider picture can be assessed as Japan’s FX committee also provides data.
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FINANCIAL MARKETS’ INFLUENCE GROWS

T

wo senior appointments at the Bank of England and the Federal Reserve Bank of New York have highlighted the growing influence of financial markets professionals at the top echelons of policy making institutions.

In London, the Bank of England has appointed Paul Fisher, head of its foreign exchange division, to its Monetary Policy Committee while in New York, the new President of the Federal Reserve Bank of New York is Bill Dudley, formerly head of the US central bank’s Markets division.
Fisher has been appointed executive director, markets and a member of the Monetary Policy Committee with effect from 1 March
2009. He joined the committee in time for its meeting in March, when policymakers discussed a number of unconventional measures to help pull the UK out of a “deep recession”.
Fisher, who joined the Bank in 1990 as an economist, will replace Paul Tucker, whose appointment as deputy governor for financial stability was announced by the UK’s Chancellor of the Exchequer, Alastair Darling, on 10 December 2008.

Fisher's early role saw him assume responsibilities that included monetary and real-side economic analysis before he was made
head of division, responsible for producing inflation forecasts. After more than eight years in the Bank’s economics area, he
moved into a private secretary role in February 1999, a position he held until his appointment in 2002 as head of the FX division.
Mervyn King, governor of the Bank of England, says he is “delighted” about the appointment: “Paul has wide experience of the
foreign exchange markets and also of the monetary policy process and he will bring a new perspective to the MPC,” he says.

In his new position, Fisher will be required to inform the MPC about the functioning of the markets and help manage its new programme to buy assets to stimulate the economy.
Last month the Bank took the unprecedented step of creating money and pumping it into the economy to counter what King described as a “deep recession.”

Fisher’s appointment is the first to be made under new arrangements, announced on 19 June 2008, for executive appointments to
the MPC that are the responsibility of the Bank. The post was advertised externally and candidates were interviewed by a committee chaired by the governor. Under the Bank of England Act 1998, responsibility for making executive appointments will continue
to remain with the governor, after consultation with the Chancellor of the Exchequer.

Meanwhile, Dudley was named to serve as president and chief executive officer of the Federal Reserve Bank of New York following approval by the Federal Reserve Board of Governors. He has taken over from Timothy Geithner, who was named US Treasury
Secretary by President Barak Obama.
Stephen Friedman, chairman of the New York Fed’s Board of Directors and the search committee that selected Dudley, says, “We
were fortunate to have an exceptional slate of candidates for the post. The board is very pleased with the selection of Bill Dudley.
His deep economics background, extensive working knowledge of the markets and hands-on policy making role make him an outstanding choice to succeed Tim Geithner.”

Denis Hughes, deputy chairman and a member of the Board search committee, adds, “Bill has led our Markets Group at a crucial
time and helped conceptualise, develop and manage many of the Fed’s responses to extraordinary financial conditions. Under his
leadership, the New York Fed will continue to work closely with the Treasury and the Board of Governors in dealing with the economic situation we confront.”

Dudley was appointed in 2007 as executive vice president of the Markets Group at the New York Fed, as well as the manager of
the System Open Market Account for the Federal Open Market Committee. He oversaw domestic open market and foreign exchange trading operations and the provisions of account services to foreign central banks. He also expanded the Federal Reserve’s
contacts with the buy-side investment community and through the Bank’s Treasury Market Practices Group was active in pushing
forward the implementation of new best practices.

“The New York Fed, standing at the critical intersection of the financial markets and the banking system, has a leading role to play
in assisting in the reform of the architecture of the US and global financial system to ensure that what has transpired over the past
year can never occur again,” says Dudley.

Prior to joining the Fed, Dudley was a partner and managing director at Goldman Sachs and served for a decade as the firm’s chief
US economist. Prior to Goldman, his work focused on regulatory and payments issues as a vice president at Morgan Guaranty
Trust Company and as an economist in the financial studies department at the Board of Governors of the Federal Reserve System.
He has also been a member of the Technical Consultants group to the Congressional Budget Office and a member of the Economic Advisory Committee to the New York Fed.
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