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In May 2022, the ValueExchange launched an industry-
wide benchmarking campaign to map out how leading
capital markets firms are managing their operating costs
today. With the support of DTCC, TMX, Smartstream, ACSA,
AFME, ASIFMA and The Network Forum, we have reached
out to over 120 organisations to describe where today’s
cost pressures are and what can be done to improve.

This document summarises the key statistical findings of our
campaign so far. All of the data in this Key Findings
document is drawn from our interactive data dashboard.
Please contact us if you would like to explore this data
yourself.

We would love to hear your reactions to these findings and so
please reach out if you have any comments or questions (to
info@thevalueexchange.co)
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What do we know about
our trading costs?



What do we know about our trading costs?

We're partially blind to our costs today. Is poor cost visibility driving poor cost-control decisions?

Which post trade costs are
we missing today?

Settlements

Corporate Actions

B Tracked by over 50% of the market today B Tracked by <50% of the market today
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What are we missing in a settlement?

Half of us is missing 22% of our settlement costs and 18% growth

Costs of a Settlement today (Global)
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Major drivers of cost change

Back office staff
Settlement fees
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System change
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What are we missing in our corporate action costs?

“Known unknowns™ we need to track our costs better if we're to fix the right problems

Which corporate action costs are we tracking today?

Staffing costs
Data Sourcing Costs

IT/ System maintenance cost

>50% of
the mkt

Data validation / enrichment costs
3rd party market data costs

Data Interpretation costs

Market connectivity / messaging costs
3rd party platform fees

Ancillary market fees

Custodian fees / 65% |
CSD fees of total corp /
action costs
System change / development costs

7/ 19%

of total corp
action
growth

Tax processing costs
FX cost

Exception handling costs

<50% of the market tracking

Cost of funding / cash transfers

Cost of Errors / Claims
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What are we missing today?
Are we pricing operational risk correctly?
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Up to 78% of us are .
paying out corporate 45% of brokers are paying out

% suffering direct losses of over USD Tm Cost of errors as % of the
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What are our costs per
trade?



What makes up the cost of a trade?

Post-trade costs are on the rise

What is the Cost of a Trade?

Post-trade: 64%

Pre-trade
costs
36%

Clearing /
Settlements
42%

Asset
servicing
22%

\_

/ Post-trade costs per market (as % of the \
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What is driving our post-trade costs?

Different hot-spots in each region

y

How do post-trade costs compare by region?

21%

17%
North America

Asia-Pacific

Settlement

4

Asia-Pacific

18%

North America

10%

Asia-Pacific

7%

Total Costs per Trade (by
region)

North America 17% 46% 37%

Europe 41%

Asia-Pacific 25% % 27%

B Asset Servicing B Clearing/Settlement Pre-trade
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What is driving our post-trade costs?
The cost and risk is In the mid tier

STP rates across the trade cycle (by firm size)
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What does it cost to settle
a trade?



What's in a settlement?

Fees remain an immovable settlement cost

Global Costs of a Settlement

Systems and
Infrastructure
27%

Back office staff

Exception handling costs

Clearing fees

Settlement fees

Custodian fees

Settlement fines / buy-ins
Stamp / local tax processing

Ancillary market fees

IT / System maintenance cost
System change / development costs
Market data costs

Market connectivity / messaging costs

Treasury: Cost of funding / cash transfers
Cost of Risk

FX cost
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Fees as a % of costs per settlement
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North America
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What’s in a settlement tomorrow??

Hidden consequences of change

/ \ Average Expected Settlement
Major drivers of settlement cost growth - by region Cost Growth
(by region)
: System change |
C.SDR S Settlement fines Cost of Risk T
hidden ‘ Europe Cost of Risk
impact j Exception handling costs Market data costs |
Treasury: Cost of funding IT D 0 |
Settlement fines .
Back office staff I
Treasury: Cost of funding |
Asia-Pacific 14.9% Clearing fees B
Stamp .
Market connectivity |
Exception handling costs D |
FX cost T
/ Fees and Custodian fees  19% Settlement fees |
f / North America [NEEEIEaleREES 18% 14.4% Custodian f
|
ees Market data costs 18% vstodiantees
Ancillary market fees |

Average settlement cost growth j Asia-Pacific mEurope mNorth America
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What's in a settlement today?

Different business drivers: but brokers are under huge cost stress

How do the costs of a settlement compare between brokers and custodians?
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Where is the investment spend today?

Are we spending where we need to be?
Who is spending today? \

High China - Mainland

System Spend as % of Total
Settlement Costs (by segment)

India
Japan
France
Hong Kong

Germany

Singapore
United Kingdom

Australia

Canada

T+1 markets
United States

Investors Brokers Custodians
m T systems (Run the Bank) mSystem Change (Change the Bank) /
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What's in the cost of a
corporate action?



What's in a corporate action?

People and data

Costs of a Corporate Action

Staffing (direct)
9%

Staffing
(indirect)

18%

Data sourcing
15%

Market fees
(including 3rd
party platforms)
27%

Others
16%
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3rd party market data costs

Data Interpretation costs

Market connectivity / messaging costs
3rd party platform fees
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System change / development costs
Tax processing costs

FX cost

Exception handling costs

Cost of funding / cash transfers

Cost of Errors / Claims
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What's in a corporate action today?

The hidden costs of manual processing

Japan

China - Mainland
Canada

United Kingdom
Hong Kong
United States
Singapore
Australia

France

Germany

m Direct Staffing costs = Data Interpretation costs m Data validation / enrichment costs B Exception handling costs

Direct and Indirect staffing costs as % of total corporate

action costs (by market)
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13% 3% 6%
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22%
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Key people-based risk factors in
corporate action processing
(out of 5)

Hiring / Retaining
experienced corporate
actions specialists (i.e. 10+
years experience)

Scaling up FTE during
peak event periods

Hiring / Retaining local
language staff in key
markets
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What's in a corporate action tomorrow?

22% cost growth expected across the industry

Which events are getting more ...and who is feeling the cost growth?
expensive?

Data validation and interpretation
Investors IT systems
Cost of errors

21%

Data sourcing costs
3rd party data sources

Brokers

Cost growth by event type

Custodians 39 party data sources

Exception handling costs

IT system costs
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What's in a corporate action tomorrow?

The urgent case for golden copy data

Cost Growth in Corporate Actions

3rd party market data costs

Data validation

IT
Data Sourcing Costs
System change
FX cost
3rd party platform fees
Data Interpretation costs

Cost of funding
Ancillary market fees
Staffing costs
Custodian fees
Tax processing costs
CSD fees
Market connectivity
Cost of Errors

Exception handling costs

Expected growth in data sourcing costs
(by region)

Europe

APAC

North America
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What's in a corporate action tomorrow?

..because the clock is ticking

Cost / Spend increase on Corporate Actions Technology (by region)

Europe

North America

APAC

BT Costs ('Run the Bank') B System change ('Change the Bank')
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Can'’t see yourself in the data?

Turn our data into your own case for @ . e inag
transformation eoom
i e ACSA’
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Receive your Discuss the findings with
personalised the ValueExchange in a Turn your feedback into
Complete our online benchmarking free debrief market outcomes and
benchmarking survey scorecard (vs your peers) discussion

Click here to beqgin vour own case for transformation
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https://thevalueexchange.ca1.qualtrics.com/jfe/form/SV_40XEWOFB1KRe7ps?partner=901

