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FX Industry Trends
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Market Structure

Regulatory compliance

* Shift to Electronic Platforms * Enhanced Scrutiny

* Operational risk profiles - STP
* Rising role of Multidealer Platforms * MiFID Il & MiFIR

* FATF, KYC

* EMIR

MARKET
DRIVERS

Cost Control

* Focus on IT investment triggered by * Swiss Central Bank
regulations * Greece Crisis

* China
» Cost Control & Efficiencies ...

Geo Political & Economic
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FX Industry Trends Regulatory Push
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Key Themes

* EMIR Trade Reporting
- Intragroup deals & ROBO
- Different Trading Venues

- Data Collection

« EMIR Clearing obligation
- Clearing Threshold Calculation
- Hedging Criteria
- Valuations & Data Quality

- MIFID Il / MiFIR Trading Obligation
- Platforms
- Instrument Selection

- Valuations
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FX Industry Trends Market “Electronification”
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Capital Requirements

BASEL IlI

Bank
I “Agency Model”
I
I

- More Regional Banks acting as “Agent” , passing risks to
fewer big banks “Principals” and looking for Autohedging
solutions.

- Expansion of eCommerce strategies & platforms

Increased costs
associated to keeping
risks on their books
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Market Structure

Access to Liquidity

Send multi-bank RFQs to
your relationship banks; click

LIC]UIdIty PI’OVIdEI’S and deal on the best price
Phone vs Electronic platform

Multidealer & Best Execution logic

11364295

Reporting
Transaction Cost Analysis

Execution Quality Analysis

Workflow Solution
STP
Openness & Integration

Pre-trade, Trade & Post Trade
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FX Industry Trends Power of Information
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FX Industry Trends Geo Political Economic Scenario

* News Coverage
Speed
Accuracy
Relevance

Freedom From Bias

Thomson Reuters EIKON

Access to Market Data

Ease of access

Visualization

Reliable Analytics & Calculators
Mobility
Analytics

Reliable Calculators

Network

Forums & Open Free chat facility

Access to Community

Social Media Monitoring

Investment Decision
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Geo Political Economic Scenario
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Ottimizzazione del processi di on-boarding (KYC)
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Before globalisation, 9/11 and the global financial crisis
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Basic KYC checks were performed on new clients

Requests were fairly predictable

Opening a bank account would take a day

Additional services for a client generally didn’t require additional KYC requests



Regulations and guidelines banks are now operating under

Know Your Customer
(KYC) Due Diligence



Challenges for both sides of the financial community
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CORPORATE TREASURERS’ BANKS’ PROBLEMS
PROBLEMS REGULATION
— L Fines
Operational costs
Effort : CAUSING FATCA - Staff Costs
No clear ‘standard’ » ALEELEL EMIR  EEEEEN o

I.T. costs

MiFID
Dodd Frank

Security Reputational damage

Frustration & §6685

Inefficiency

= |-=—
Corporate/
Hedge Fund
| Duplicative Processes Lack of Data Control, Access Lack of a Common Standard Uncovering Legal Entity

and Security Structures
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FATF Reccomandations

ruuld O I S
Anti- Mone',' Launderlng
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FATF Reccomandations

EU Fourth

Money

Laundering ) - Australian

Directive \ ; Transaction
Reports and

2012 FATF ) prbactind
Recommendations = \USTRAC) %
are already filtering 4 -
into legislations g
around the globe % g
B J
Corporate treasurers need to understand the impact ’ eS| \
of these Recommendations and should start to put
procedures in place to remain compliant and stay . I I
ahead of the regulatory curve 3
The onus is now on
corporations to provide
up-to-date information and
to alert their financial

institutions to any relevant
changes as they occur
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What financial institution customers are saying
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Research Results
* 70% account opening over a week; 10 % stopped a E ————P ﬁ

trade due to KYC process time
* 42% most difficult challenge is processes with
different banks or different parts of the same bank;
+ >50% want a secure, automated process

“We need global consistency, the rules are not
actually that different, so harmonization would
be a great improvement.” Head of Risk and
Compliance, Large Asset Management Company

“Clear and consistent requirements — directly
relating to the nature of the entity and the
transaction.” Compliance officer, Asset
Management Arm of an Asia Pacific Investment
Bank.
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“We really need a unified approach.” Head of
AML Division, Large European Corporate

P

“A standardized database, that eliminates
duplication of effort.” Compliance Officer, Large
North American Corporate
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Other dimensions
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The challenges faced also include transparency around costs and the duplication of effort

Transparency of Cost

Operations cost is driven by the physical effort (time) required to
provide identity information.

Data cost is driven by the type of data and costs to access the data in a
particular jurisdiction

Duplication of Effort

Duplication requests and effort, where the customers has more
than one relationship.

A recent comparison of the UK customers list of 4 major FI’s:
» Overlap of 1 FI's data with 3 others was between 25-50%.
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Challenges creating & maintaining accurate KYC information

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

300/0 are changes in

directors or controllers

200/0 are changes in ownership or
ultimate beneficial owners

170/0 are changes in
the address or location of

: : business operations

100/0 are changes in
the name of the entity
P

[

5% are changes 30/0 are changes in

in regulatory status private/public (listed) status

® O
’ 30/0 are merger and

other corporate actions
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KYC requirements
can adversely

affect the ability of
corporate treasurers
to maximize

their operational
efficiency. A KYC
managed service
solution can help.
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End-clients
(Asset Managers,
Hedge Funds,
Corporates &
Correspondent

Banks)

How a KYC managed service can help!

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

SECURITY

Collect

Verify & Screen \

Monitor

Financial
Institutions




Thomson Reuters OrgID
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TRANSFORM THE WAY YOU 4

APPROACH KYC DUE DILIGENCE
WATCH OUR VIDEO TO FIND OUT MORE

THOMSON REUTERS ORG ID
A Global KYC Managed Service
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https://risk.thomsonreuters.com/products/thomson-reuters-org-id-kyc-managed-service

In conclusion

 The current CDD environment is inconsistent and unsustainable.

- The FATF 2012 requirements are driving change on a global scale, that is
impacting Financial Institutions and their Clients.

 All Stakeholders are focusing on addressing these challenges, consistency and
tri-lateral engagement between Regulators, Financial Institutions and their clients
IS vital.

* New Solutions are emerging which can support CDD activity and the streamlined
distribution of KYC documents.

* These solutions cannot (and should not) replace the risk management activity
within Financial Institutions but can significantly enhance their understanding of
risk.

* These solutions can also streamline and support a corporates ability to comply
with the increase obligations being placed upon them and their ability to
demonstrate compliance.
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