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Introduction
This year has gotten off to a fantastic start for us, and we hope for your
organisation too. Having started 2019 with great momentum, we look
forward to further progress – specifically, the ongoing implementation of our
2035 agenda. I am positive that despite these turbulent times and significant
unknowns in the world economy that will impact financial services, this will again
be a year to celebrate for our Securities Services business, and for our clients.
We’re honoured to have been
recently recognised, once again,
as one of the world’s leading
providers of Securities Services.
Our Securities Services Team
continues to forge full steam
ahead, serving and growing
with our current and prospective
clients. We’re also excited by
new developments in the fintech
space that will take the industry
to new levels, some of which we
are spearheading.
Our 2019 continues to be filled with
meaningful client engagements,
and opportunities to provide
thought leadership and valuable
participation in key industry
seminars and summits. Additionally,
as we explore new markets, we will
be taking the opportunity to further
deepen and enhance our services,
so that we continue to remain in a
position of competitive strength and
an unparalleled service provider. It’s
both a busy and exciting time.
Kicking off this edition, we explore
the increasingly important topic of
ESI – Environmental and Socially
Responsible Investment. We believe
that institutions have a large role to
play in curbing the global agenda
on climate change and with just
4,380 days left until the United
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Nations believes we will be living
in catastrophic weather conditions,
we felt it was time to consider
this fundamental topic. We then
interview our Head of Strategy,
Francois Verlaine and hear his
vision as he delves deeper into our
strategic plans and our focused
deliverables for Securities Services
in 2035.
We then move to India and Saudi
Arabia, two global power centres,
to meet with our team on the
ground in India as this edition’s
country profile and to refresh our
views and thoughts on regulatory
reform in Saudi Arabia.
We hope these pieces provide you
plenty of food for thought as we
move further into the year.
Our aim and ambition continues to
be that these newsletters remain
as relevant and thought provoking
as possible, full of market reform
and developments and thought
leadership. We will continue to
reach out to our clients to get your
views on what you want to hear
Margaret Harwood-Jones
Global Head
Securities Services
Transaction Banking

about, and how we can further
assist you with in the advocacy
space. However as always, feel
free to reach out to us with your
comments and ideas.

We are also delighted
to advise that the Saudi
Cabinet has granted
the Bank the license
to conduct banking
business activities in the
Kingdom. We welcome
this decision and are
committed to supporting
the Kingdom and its
institutions’ aspirations
both domestically and
overseas. It’s a privilege
to bring our unique
global network, deep
relationships, and
products and services,
to the Kingdom.
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Awards and accolades

Asset Servicing,
Institutional Investor and
Insurance Awards 2018
Best in Asset Servicing
– Overall winner
Best Bond Connect Custodian
Best Fund Administrator
– Retail Funds in Vietnam
Best Sub-custodian
– Bahrain, Bangladesh,
Jordan, Oman, Pakistan
Best Domestic Custodian
– Indonesia, Vietnam
Best Custody Specialist
– Africa
Best Sub-custody Mandate
(Manulife)

Global Custodian’s
Leaders in Custody 2018
Network Management Team
Winners – Bank Network Team

Global Finance World’s Best
Sub-custodian Bank
Award 2018
Bank-wide – The World’s Best
Sub-custodian Bank
Regions – Asia-Pacific
Countries – Ghana, Hong Kong,
India, Indonesia, Jordan, Kenya,
Mauritius, Pakistan, Vietnam

Global Custodian’s
Leaders in Custody 2018
Global Custodian Agent
Bank in Frontier Markets
Survey 2018

Lifetime Achievement Award

Margaret Harwood-Jones,
Global Head of
Securities Services

GLOBAL OUTPERFORMER

Jordan, Kenya,
Sri Lanka, Vietnam

Global Custodian Agent
Banks in Emerging Markets
Survey 2018
GLOBAL OUTPERFORMER

China, India, Qatar, Taiwan,
Thailand, UAE

Global Custodian
Agent Banks in Major
Markets Survey 2018
GLOBAL OUTPERFORMER

Hong Kong, Korea
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2019: A tipping point for ESG investing?
There is notable growth and interest in responsible investment globally. Asset managers
and the Securities Services industry need to be ready for the anticipated expansion of this
market if they are to maximise its opportunities and tackle its challenges, such as a lack of
common standards.

$

E S G
Investment that takes account
of environmental, social and
governance (ESG) factors is hardly
new. Some institutional investors
began to take a socially-responsible
approach as long ago as the 1960s;
UN Secretary General Kofi Annan
wrote to over 500 CEOs in 2006
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asking them to help integrate ESG
into capital markets, and banks
have increasingly embraced the
concept over the past decade.
However, in recent years there has
been a groundswell of interest in
ESG issues.

Interest in ESG investing is not
growing at the same rate in all
countries. In Asia, for example,
developed markets such as
Australia or Singapore are replete
with ESG investment choices; in
emerging Asia countries such as
Indonesia things are at an earlier
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Global assets managed by UN Principles
for Responsible Investment (PRI)
signatories, one proxy for ESG investment,
have grown steadily in recent years to
reach USD81.7 billion in April 2018.

Number of AOs | Signatures

19.1

81.7

16.3

68.4

13.9

62

Assets Under
Management
(AUM)

13.2

59

11.2

45
10.5

34

USD trillion
7.6

32

24

Asset Owners
Assets Under
Management
(AO AUM)

5.5

4.8

21

3.6

18
4.2

13

USD trillion

3.2

10

6.5

2.0

• 2018

373 | 1961

• 2017

346 | 1714

• 2016

307 | 1501

• 2015

288 | 1384

• 2014

270 | 1251

• 2013

268 | 1186

• 2012

251 | 1050

• 2011

229 | 890

• 2010

203 | 734

• 2009

172 | 523

• 2008

135 | 361

• 2007

77 | 185

• 2006

32 | 63

Source: UN PRI (https://www.unpri.org/pri/about-the-pri)

stage; and in frontier markets such
as Bangladesh ESG is not yet on
the agenda.

cares that their money does good,
in addition to doing well, could
be close.

Nevertheless, global assets
managed by UN Principles for
Responsible Investment (PRI)
signatories, one proxy for ESG
investment, have grown steadily
in recent years (see chart) to reach
USD81.7 billion in April 2018.
A tipping point, when the average
retail or pension fund investor

Younger people in particular
are attracted to ESG investing.
According to one study, millennials
are nearly twice as likely to invest
in companies or funds that target
specific social or environmental
outcomes1. While millennials are
currently a small segment of the
investment community, they are

1

accumulating wealth and some
asset managers may be eager to
gain an advantage by positioning
themselves as ESG-friendly.

Why is ESG gaining ground?
What is driving the increased wave
of interest in ESG issues? One
explanation is the 24-hour news
cycle, which has raised awareness
of global issues; a tragic fire at a
clothing factory that manufactures

https://www.ey.com/Publication/vwLUAssets/ey-sustainable-investing-the-millennial-investor-gl/$FILE/ey-sustainable-investing-the-millennialinvestor.pdf
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for global brands can quickly
highlight – often via social media –
poor working conditions. Similarly,
corporate scandals such as falsified
diesel emissions or race and gender
discrimination at tech giants have
also demonstrated the potential
costs to shareholders of failing to
take ESG issues seriously.
Public awareness of climate
change in particular has increased
in recent years as the threat has
become more pressing. The UN
recently pointed out that we have
just 4,380 days (or 12 years) before
the weather and environment will
become catastrophic2. The public’s

growing concern about climate
change is being reinforced by more
frequent extreme weather, which has
become more frequent over the past
36 years, with a significant uptick in
floods and other hydrological events
compared even with five years ago3.

impetus to government efforts
to address the world’s greatest
challenges. In addition, the Paris
Agreement under the United Nations
Framework Convention on Climate
Change in the same year focused
public attention on global warming.

As a growing number of people
recognise the scale of the climate
crisis facing the planet, as well as
other ESG challenges, and seek to
do something about them, there
has been a significant change in the
importance placed on ESG issues
by governments. The adoption of
the UN Sustainability Development
Goals (UN SDG) in 2015 gave fresh

Perhaps most importantly, there
is growing recognition – both
among the public and investment
professionals – that consideration
of ESG factors does not hamper
returns. In fact, it can deliver
benefits in terms of risk and
performance. A report by Boston
Consulting Group shows that nonfinancial performance (captured

2

https://www.theguardian.com/environment/2018/oct/08/global-warming-must-not-exceed-15c-warns-landmark-un-report

3

https://www.sciencedaily.com/releases/2018/03/180321130859.htm
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by ESG metrics) is statistically
significant in predicting the
valuation multiples of companies in
a variety of industries4.
Companies that focus on ESG
issues are more highly valued
because they have a lower cost of
capital due to their superior risk
profile (they are more profitable
and will outperform should an
unexpected event occur), according
to an MSCI report5. In short, even
if one were to ignore any ethical
imperatives for ESG investment,
there appear to be clear financial
rewards from adopting ESG as
investing best practice.

Managing the practicalities
In many cases ESG investing is
easier said than done. Because
of the breadth of factors covered
by the ESG umbrella, it is open to
multiple interpretations. One simple
approach (deployed by ESG’s
forerunner, socially-responsible
investing) is to exclude specific
sectors such as tobacco, military
equipment or coal mining from
portfolios on the basis that they
are unethical or unsustainable. The
advantage of this method is its
ease of implementation as a variety
of indices exist to help investors
narrow their investment universe.
Consequently, the majority of
ESG investors have adopted this
approach so far.
However, other investors believe
that such an approach has
significant shortcomings, both
in terms of investment returns

and the benefits for society. They
argue that some companies that
might fail ESG criteria, because
of environmentally-damaging
manufacturing processes for
example, should not be ignored.
Instead, it is more beneficial to
engage with such companies and
encourage them to reform their
operations. This approach has the
potential to create shareholder
value and deliver benefits
for society. It requires a more
activist mindset and until recently
has been limited to boutique-type
investors. However, in the past
year some mainstream investors,
including one of the largest index
trackers, have committed to
greater corporate engagement
on ESG issues.
Another group of investors believe
that ESG screening does not go
far enough and investors should
focus on impact, which considers
the effect that a company’s goods
or services have on the world. ESG
investing and impact investing
are aligned in some instances
but not all. For example, tobacco
companies may meet ESG
guidelines because they pay fair
wages and minimise the use of
pesticides but fail the impact test
as their products have a negative
impact on the overall health of
the community. This approach is
gaining followers but, given the
additional complexities associated
with measuring impact, it is
perhaps the most challenging to
implement, and consequently the
least widespread at the moment.

4

https://www.bcg.com/en-gb/publications/2017/total-societal-impact-new-lens-strategy.aspx

5

https://www.msci.com/esg-foundations

6

https://www.unpri.org/pri/about-the-pri
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https://www.globalreporting.org/information/about-gri/Pages/default.aspx
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http://accf.org/2018/07/19/ratings-that-dont-rate-the-subjective-world-of-esg-ratings-agencies/

One additional challenge is that
ESG suffers from a plethora of
frameworks. Although the UN SDGs
provide a useful way to consider
the impact of potential investments,
they are too imprecise to serve
as practical guides. And while UN
PRI signatories had assets under
management of USD81.7 trillion
as of April 2018, its principles
for responsible investment are
“voluntary and aspirational”,
offering “a menu of possible actions
for incorporating ESG issues into
investment practice”6.
A closely related problem is
the lack of standardisation and
coverage of ESG data and metrics.
While 93% of the world’s largest
250 corporations report their
sustainability performance to the
Global Reporting Initiative, this
is a limited investment universe7.
Competing organisations aiming
to bring coherence to ESG
considerations include the Financial
Stability Board’s taskforce on
climate-related financial disclosures
and the International Integrated
Reporting Initiative. For investors,
such a range of standards creates
complexity and is unhelpful.
Meanwhile, there are numerous
ESG rating agencies with
inconsistent and subjective criteria,
according to a recent report8. And
although the International Capital
Markets Association’s green,
social and sustainability bond
principles are gaining traction, they
are voluntary. Banks have issued
a multiplicity of so-called green
bonds outside these frameworks.

9

THE CUSTODIAN MARCH 2019

Bonds may relate to either
company behaviour or a specific
project, which makes it difficult to
establish their ESG credentials; any
system that allows coal-fired power
plants to sell green bonds has
questionable rigour.

Change is underway
Although there has been a raft
of ESG regulations in Canada,
Belgium, South Africa and
elsewhere in recent years, the
impact to date has been limited.
New initiatives could change that.
By 2020, all listed companies
and bond issuers in China
will have to disclose ESG risks.
Initiatives underway in the
European Union (EU) could also
have a significant impact.
In January 2019, the European
Commission (EC) published a report
on climate-related disclosures
as part of efforts to revise the
current non-financial reporting
directive. The EC plans to develop
an EU classification system for
determining climate mitigation
activities, an EU green bond
standard, benchmarks for lowcarbon investment strategies, and

guidance on corporate disclosure
of climate-related information.
Although non-binding, companies
would need to consider if climaterelated information is material
in enabling stakeholders to
understand their development,
performance, position and external
impacts. This information could
prove valuable for investors.
Despite current ambiguities
around definitions, ESG investing
continues to gain momentum.
Investors are likely to adopt an
approach to ESG issues that aligns
with their mandates, geographies
and end-customer preferences.
This will continue to evolve as the
awareness increases and common
standards are established. Although
there will not be a wholesale switch
to ESG investments overnight, a
tipping point may be reached in
2019 in terms of public demand
for ESG investment products and
the adoption of ESG screens and
criteria by mainstream investors.
The Securities Services industry
must also respond to this demand.
Clients are likely to require greater
transparency and more timely and
granular information. For example,

investors may wish to be alerted
if a major new investor, that might
compromise the ESG status of
their investment, is added to a
shareholder register. Similarly,
Securities Services providers
might be asked to track manager
adherence to ESG standards as
part of monitoring, measuring and
reporting on managers’ compliance
with investment mandates. Interest
in ESG benchmarking against peer
investors could also grow.
As ESG gains sway in the
investment community – not least
in response to growing interest
among retail and pension investors
– it will be critical to maintain a
dialogue about ESG standards
and regulations that will determine
its future. Standard Chartered
regularly holds events to help
build consensus on ESG issues.
The Bank is also investing in data,
enhancing its reporting capabilities
and improving transparency in
anticipation of client demands
to be able to react to negative
news about a particular stock, for
example. ESG investing is here
to stay: Standard Chartered is on
hand to support investors as the
sector continues to develop.

Despite current ambiguities around definitions, ESG investing
continues to gain momentum. Investors are likely to adopt an
approach to ESG issues that aligns with their mandates,
geographies and end-customer preferences.

10
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Securities Services: 2035
Interview with our Head of Strategy
During a recent Singapore visit, The Custodian caught up
with Francois Verlaine, Head of Strategy and New Business
Implementation for Securities Services. Here he reveals
the challenges of really long-term thinking, what’s next for
Securities Services and his appetite for extreme sports.
Francois Verlaine
Head of Strategy and
New Business Implementation
Securities Services

Have you always worked in Securities
Services? And how did you come to work
at Standard Chartered?
I started my career in strategy consulting and fell into
Securities Services in 2006 when I joined JPMorgan
in London. Seven years – and some great memories –
later, an opportunity came up to work for an emerging
market bank with a footprint across Asia, Africa and
the Middle East. I could not turn it down, so in 2013
I moved from London to Singapore to join Standard
Chartered with a two-year old and an eight-week old. I
was excited at the prospect of setting the strategy for
Securities Services and focusing on some of the most
exciting markets in the world.
I have been doing the role since then and one thing is
certain, the only constant has been change. Milestones
along the way have included the integration of the
ABSA acquisition in South Africa, the quick-fire branch
opening in Jordan and the launch of Securities Services
2.0 (SS2.0). We’ve also made inroads into China and
became the first (and only) foreign bank granted a China
Local Funds Custody license. One fascinating aspect
of the job has been keeping track of developments
in fintech, distributed ledger technology, artificial
intelligence and other innovations and working out the
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impact they will have on existing operating models and
the securities value chain as a whole. I’ve found that
many of these tasks have been so absorbing that I’ve
ended up investing much more than just my working
day in them – but it has been worth it.

What is Securities Services 2.0 and
why was it necessary?
With SS2.0, we restructured the business to put the
client at the centre of Securities Services. Our aim
was to support our global clients with comprehensive
network coverage and deep local market expertise
across Asia, Africa and the Middle East. We revamped
the existing framework across sales, product,
operations and technology. The scale of the change
was significant: we built a new team from top to bottom,
based on the best existing staff plus targeted, strategic
hires. Top management strongly supported the initiative.
Change was needed because every business benefits
from a periodic reassessment to ensure it keeps up
with changing fundaments and can consistently delivers
the best quality services for clients. It’s also important
to create space so that the business has the ability
to grow.
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Change was needed because every business benefits
from a periodic reassessment to ensure it keeps up
with changing fundaments and can consistently
delivers the best quality services for clients.
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What day-to-day benefits do clients get from the SS2.0 revamp?
SS2.0 offers many concrete benefits to clients. We have enhanced our product capability and
client support for follow-the-sun operating models and also enhanced our cash forecasting,
reporting, tax and mutual fund processing capabilities.
We’ve increased automation relating to:

Testing

Settlements

Reconciliations

NAV control

And we’ve strengthened our infrastructure and improved its stability with automated
regression testing, shorter development cycles and stricter release management.

Automated
Regression
Testing

Shorter
Development
Cycles

Stricter
Release
Management

How did you decide what changes
to make?

SS2.0 includes many
specific innovations,
such as our Single
Touch Model, that will
make a real difference
for clients every day.

What feedback have you received
from clients?

We initially developed a five-year plan with a simple
over-arching objective of leading the way in innovation.
We critiqued it, changed it and had external experts
opine on it. We then set about making it ours, as we are
a unique institution with phenomenal strength and it is
imperative to recognise and foster that.

Clients have praised the improved service, especially
its responsiveness and consistency, which is a
reflection of the hard work and careful planning that
went into SS2.0.

What challenges were there in terms of
implementation?

We have ticked many boxes with SS2.0, but we are
not done – not even close. This year we are working
on a proof of concept for tokenisation of assets,
smart contracts and a blockchain of blockchains. We
also have two new APIs for transaction reporting and
portfolio holdings in production, which will make it
easier than ever for clients to integrate our solutions
into their infrastructure. Our innovation initiatives are
constantly evolving in response to clients’ needs, the
market environment and technological developments.

The implementation of the plan inevitably varies by
country because global businesses have numerous
jurisdictional nuances. Nevertheless, there are
fundamental principles that remain the same and
ensure consistency for clients. The logistics in achieving
a new structure are certainly challenging and it’s always
difficult to develop a structure that is perfect for
every market.
14

Will SS2.0 continue to evolve?
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SS2.0 is a long-term project – our agenda looks to
2035. When Lisa Robins, Head of Transaction Banking,
first tasked us to draw our roadmap to 2035 it felt like
we were preparing for an Ironman Triathlon given the
challenge of thinking about developments so far off in
the future. But Lisa reminded us that the point of using
2035 as a reference is that it enables us to think truly
long term and strategically. And, in any case, many of
the innovations and changes people anticipate in that
timeframe will arrive a lot quicker than expected; the
pace of adoption is constantly accelerating. An article in
the Harvard Business Review looked at the time it took
various technologies to reach 25% penetration in the
US: the telephone took 35 years, television 26 years,
mobile phones 13 years, the internet 7 years, Facebook
just 18 months and Pokémon Go a mere 5 days!

How can you visualise what Securities
Services might look like in 2035 given the
fast pace of change?
It’s important to embark on technological changes and
developments in a meaningful way by engaging with
clients and listening to the others in the industry. It’s
also essential to ask a lot of questions, such as ‘Who
will our clients be?’, ‘How will their business models
operate?’, ‘What will their future needs be?’, ‘What will
the securities value chain look like?’, ‘Who is likely to
disrupt the existing value chain?’, ‘What will the role of
a custodian be?’, and ‘What do we need to do to grow
exponentially?’. These are the questions that we are
asking and seeking to answer. We want to go above
and beyond, but we want to do that with robustness
and substance. There is little point in being a one-hit
wonder and failing to achieve scalability and
meaningful impact.

Do you have any of the answers to
the questions that framed your 2035
roadmap yet?
We have some ideas. We envisage that blockchainenabled exchanges will disrupt the traditional value
chain resulting in the disappearance of some roles,
the merging of others, the entrance of new players,
and the implementation of automation and digitisation

across the securities world, for example. Regulation
will continue to evolve and impact our business. One
point I would like to highlight is the way regulation
will be implemented, particularly with regards to new
technology, is changing. Asset managers, custodians,
exchanges, fintech providers and other participants
are likely to work much more closely together in
sandbox environments in the future. As a result, those
players with the strongest ecosystems and market
and regulatory connections will be best placed to drive
change and bring value to their clients.
Standard Chartered has recently demonstrated this
on a prototype for Stock Connect. Working closely
with the Hong Kong Exchange (HKEX) and Digital
Assets, we are enabling real-time synchronisation of
post-trade status between asset managers, brokers,
custodians and HKEX’s clearing house. This will
ultimately enable out-of-time-zone asset managers
who do not have operational presence in Asia to handle
post-trade processing.

Securities Services seems to be making
significant progress: has this been
recognised by the industry?
I’m pleased to say that we have won many prestigious
awards in recent years. In 2018 alone, we won 70
awards, including the Best Sub-custodian Bank in Asia
Pacific from Global Finance, Best in Asset Servicing in
Asia Pacific from The Asset and dozens of awards as a
Global, Market or Category Outperformer in the Global
Custodian’s Frontier Markets Survey.

You mentioned Ironman events earlier –
are they a hobby of yours? What makes
you tick outside of work?
I’m a bit of an adrenaline junkie and I get a kick out
of sports. Recently my focus has been on Ironman
Triathlons and endurance events. Over the next three
years, I hope to be at a level to compete with the
world’s best amateurs. There are many things I would
want to do before I get old, but in terms of physical
achievements and sports I would love to climb Everest.
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Understanding India
The India capital market continues to grow in terms of number of listed companies, market
capitalisation, trading volumes and investor base. India’s economy is picking up and
growth prospects look bright due to a combination of a prudent mix of monetary and fiscal
policies together with a recent push by the policymakers to pursue difficult but growth
enhancing reforms (GST, demonetisation, bankruptcy legislation to name a few) reaffirming
confidence in the India market.
India is full of opportunities. To tap
those, a simpler access to Indian
markets is a prerequisite. Currently,
foreign investors can access India
onshore market through two major
routes 1) Foreign Direct Investment
(FDI) and 2) Foreign Portfolio
Investments (FPI).
• FDI is major route for long term
strategic investments in India.
The Indian Government’s
favourable policy regime and
robust business environment
have ensured that foreign capital
keeps flowing into the country.
The government has taken many

16

initiatives in recent years such as
relaxing FDI norms across
sectors such as defence, PSU oil
refineries, telecom, power
exchanges, and stock
exchanges, among others.
• FPI remains the primary route for
portfolio investments in India. A
lot of simplification of the
process has occurred and more
changes are envisaged. Since its
inception in 2014 the Foreign
Portfolio Investment Scheme
(FPI) has been widened by the
Securities and Exchange Board
of India (SEBI) with the

categories of investors permitted
to access the market including
corporates, family offices and
individuals in addition to major
institutions. The FPI regime has
eased the process of entry and
has reduced the timeline involved
in initiating investments by
portfolio investors by allowing
licensed Designated Depository
Participant (DDP) such as
Standard Chartered (which has a
market share of around 10% of
new fresh registrations) to
conduct due diligence and issue
registration certificate on behalf
of SEBI.
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India market in numbers
In 2018:

Indian
Rupee
(INR)

USD1.95 trillion
BSE market capitalisation

7,138 companies

for trade settlement

listed on BSE and NSE

NSE
BSE
operating
exchanges

BSE - Bombay Stock Exchange
NSE - National Stock Exchange of India Ltd.

SEBI
RBI
CBDT
regulators providing oversight
from capital market, bank
and tax perspectives

Annual growth rate for 2019:

7.9

%

India

NSDL
CDSL
depositories

6.4

%

China

67

%

global Foreign Portfolio
Investors have identified
India as a preferred emerging
market destination

17
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Our view – current highs
and lows
Regulatory changes continue to
be a constant theme in India. For
FPI investors, SEBI eased access
for overseas investors who wish
to invest through FPI route and
revised the Know Your Client (KYC)
guidelines for FPIs. With the RBI,
SEBI also notified new procedures
for monitoring of FPI investment
in Government Securities and
Corporate Bonds. There have also
been developments looking to
align cash and derivative segments
of exchanges, and to grow
Securities Lending and Borrowing
segments. SEBI also permitted
physical delivery of shares for open
positions in Futures and Option
segment. Physical settlement
of stock derivatives shall be
made mandatory in a phased/
calibrated manner.
Going forward we expect to
see continued development in
regulatory reform due to the various
advocacy efforts on foot currently.
Possible developments include
Consolidated Form for Foreign

Investors covering FPI registration/
PAN/KYC and account opening
in order to reduce documentation
complexity and possible changes
to the clearing and settlement
through interoperability of clearing
corporations.
FPIs are among the largest
shareholders in several listed bluechips in India (their overall average
holding of listed Indian companies
is estimated at around 25 per cent)
and their influence use to guide
market movements. In 2018 the
Indian market lost its attractiveness
among FPIs with debt instruments
taking the biggest hit, after
remaining a preferred investment
avenue in the previous year. The net
outflow by FPIs in the debt market
was USD6.8 billion (nearly INR478
billion) in 2018, while equities have
seen a net outflow of USD4.6 billion
(about RS330 billion)9.
The uncertainty around the political
scenario, with general elections
scheduled in the first half of 2019,
means the volatility may continue in
the coming months.

Supporting clients in India
Established in 1858, Standard
Chartered is the largest foreign
bank in India with 100 branches.
Standard Chartered grew
exponentially with assets under
custody tripling in recent years from
USD36 billion to USD112 billion.
Standard Chartered is the sole
custodian for India’s largest public
social security fund.
We offer a workflow system for the
registration of Foreign Portfolio
Investors (FPI) that provides a
record of documents, reconciles
against the various controls
checks embedded in the system
and maintains the audit trail. The
system and team have reduced the
turnaround time for the registration
thereby benefitting foreign investors
with faster registration and speed
to market to capitalise on
investment opportunity.
Our market advocacy efforts are
considered best-in-class and this
can be demonstrated more recently
with our work during the FPI
regulation roll out.

On the ground – the Standard Chartered Team

2018

Standard Chartered is proud to have experienced staffs that are domain
specialists with experience of handling large clients. We have an
experienced pool of specialists (average 15 years of experience), who are
well-conversed with global client’s requirements and are cross-trained to
handle multiple functions.

2016 - Best Sub-custodian in India
by Global Finance
2018

Standard Chartered is awarded the “Professional Clearing Member of
the Year in 2018” by NSE India No. 1 Exchange for Equity Derivatives
Clearing in recognition of the growth and volume of its equity derivatives
clearing business in India. Given our strong presence, we are proud of
some of our achievements in the market.

9

2017

Best in Asset Servicing (Global)
by The Asset Asia Awards

Best IPO Bidding Member
– Institutional by NSE
India – Category Outperformer
by Global Custodian
Best Bank in India
by Corporate Treasurer

Article in livemint dated 17 Dec 2018 (https://www.livemint.com/Money/XvrfxeOgowt1zR38CXyDIK/FIIs-withdraw-nearlyRs-1-trillion-from-Indian-capital-marke.html)
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Spotlight on Saudi Arabia
We have recently seen the regulatory responses to the Saudi Vision 2030 and the National
Transformation Programme (NTP), the government’s strategy to modernise and diversify
the Saudi economy, in the form of a considerable uptick in amendments to their capital
markets regulations.
Having regard to this, in March
2018 we reviewed and opined
on the numerous regulatory
developments touching upon the
Securities Services product and
capital markets space in the article
Saudi Arabia: The Regulatory
Reform Buzz. Then in December

10

2018, we specifically considered
the new bankruptcy and insolvency
law amendments in a subsequent
article Saudi Arabia: Kick-starting
the insolvency regime.
The March 2018 article10 considered
what we believed to be three main

https://www.linkedin.com/pulse/saudi-arabia-regulatory-reform-buzz-julia-mckenny/
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regulatory themes at the forefront of
the regulatory overhaul, being:
• Accessibility to the market,
• Alignment of the market to
international standards; and
• Market advancement – future
proofing the market.

THE CUSTODIAN MARCH 2019

Despite the insolvency law aiming to follow a clear administrative
process with greater transparency, reduced costs and redefined
timeframes we ultimately concluded that further enhancement
would be beneficial to the new regime in promoting foreign
investor confidence and we made suggestions in that regard.

and further noted that the reform
that has been initiated and
implemented was overall positive,
with the KSA demonstrating strong
regard to international standards
and inflows of foreign investment
continuing to increase in the KSA11.
Towards the end of 201812, we
then specifically considered the
development of the new and
enhanced KSA insolvency regime
and noted that the Capital Markets
Authority (CMA) had meaningfully
addressed the existing issues that
the old insolvency regime faced
which we believed were critical to
the further implementation of the
Saudi Vision and NTP strategy.
While we applauded the
consideration by the CMA of key
characteristics of other optimal
insolvency law regimes in the
development of the new regulations

and laws yet we did subsequently
question whether this was enough
to provide sufficient comfort to the
foreign investor community. Despite
the insolvency law aiming to follow
a clear administrative process with
greater transparency, reduced
costs and redefined timeframes we
ultimately concluded that further
enhancement would be beneficial
to the new regime in promoting
foreign investor confidence and we
made suggestions in that regard.
Since then, further amendments
have occurred with the most
relevant for the Securities
Services area being the proposed
amendments to the draft
securities law by the CMA. This
draft regulation is currently in
consultation stage and while
clarification is required on the
proposed drafting the current
draft version looks to assist to

11

https://tradingeconomics.com/saudi-arabia/foreign-direct-investment

12

https://www.linkedin.com/pulse/saudi-arabia-kick-starting-insolvency-regime-julia-mckenny/

address some of the areas of
concern previously noted (one
example being the client money
language at Article 42, a recent
recommendation made in our
insolvency law critique).
At this stage, further advocacy is
required to obtain clarity on several
points. Concerns exist in terms
of the scope and application (and
therefore impact) of the regulation
as some of the language implies
possible extra-territorial impact
and additionally, some elements
of Securities Services do not
appear to be covered as part of the
Financial Services Activities that are
regulated and licenced under the
draft regulation.
Watch this space. More will
follow on these developments in
due course.
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Conclusion
In the last edition I spoke about
meeting a robot. As quirky cool as
I thought that was, my preference
would have been to meet Stephen
Hawking. I inscribe some of his
quotes in the inside of my work
notebook and it helps to provide
a reality check to the challenges
that we can face in our daily
routines. My favourites? Perhaps
the “People who boast about their
IQ are losers” remark when asked
what his IQ was. Or, especially
when it comes to imperfections,
this other favourite: “Next time
someone complains that you have
made a mistake, tell him that may
be a good thing. Because without
imperfection, neither you nor I
would exist.”
This man exhibited the amazing
quality of ‘groundedness’ (possibly
not a word, but it works) and
displayed a wonderful zest for
life. At school, he was nicknamed
“Einstein” and he certainly filled
those shoes with great aplomb.
These thoughts I am sure will prove
useful as we enter into 2019 and
what seems to be unprecedented
levels of uncertainty. For the first
time in a long time I am hoping
that the first half of the year moves
at a rapid pace and the markets
find their feet in what seems to
be continuing levels of instability.
As we progress into the year, and
based on some of my reading and
reflections at the close of 2018, I
have a few thoughts
to share:

❯ Keep our eyes on the ball where
it comes to ESG or
environmental social investing
strategies and the situational
complexities within which it is
applied. We have captured our
thoughts in this edition and we
are reminded daily of the
increasing focus (and having
spent the weekend recently in
Hong Kong, I can see why).

❯ Africa has 86 of the world’s 100
fastest growing cities (LinkedIn
World Economic Forum). We
continuously provide updates on
regulatory developments across
Africa in The Custodian Issue 3
and this statistic demonstrates
the need to continue this focus.

❯ Cyber crime needs to be at the
forefront of our mind. It is
estimated to cost USD2 trillion
this year (it was USD500 million
in 2015) and human error
accounts for 52% of it.

❯ Finally, don’t forget ‘you’ this
2019. We will see enormous
amounts of time consumed
by regulatory requirements and
developments, financial
technology proposals, solutions
and enhancements impacting
Securities Services along
with, and in addition to,
our day-to-day.

These recent articles were a
good reminder of keeping the
balance between work and
home: Why I refuse to spend
quality time with my kids13 and
Mange Your Work, Manage Your
Life14, drawing on five years’
worth of interviews with almost
4,000 executives worldwide,
conducted by students at
Harvard Business School, and a
survey of 82 executives in an
HBS leadership course.
We want this newsletter,
The Custodian, to be driven
by your needs, concerns and
ideas. We welcome your
thoughts and feedback, and would
love to hear from you via email
thecustodian@sc.com, or when
we meet with you.
Thank you and please keep these
coming. In an era where we are
inundated with data, we need to
make this relevant and time worthy
for you.
Looking forward to working with
you this year.

Julia McKenny
Head of Market Advocacy
Securities Services
Transaction Banking

13

https://www.linkedin.com/pulse/why-i-refuse-spend-quality-time-my-kids-kathleen-bellehumeur

14

https://hbr.org/2014/03/manage-your-work-manage-your-life
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Disclaimer
This material has been prepared by one or more members of SC Group, where “SC Group” refers to Standard Chartered Bank and each of its holding
companies, subsidiaries, related corporations, affiliates, representative and branch offices in any jurisdiction, and their respective directors, officers, employees
and/or any persons connected with them. Standard Chartered Bank is authorised by the United Kingdom’s Prudential Regulation Authority and regulated by
the United Kingdom’s Financial Conduct Authority and Prudential Regulation Authority.
This material is not research material and does not represent the views of the Standard Chartered research department. This material has been produced for
reference and is not independent research or a research recommendation and should therefore not be relied upon as such. It is not directed at Retail Clients in
the European Economic Area as defined by Directive 2004/39/EC. It has not been prepared in accordance with legal requirements designed to promote the
independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research.
This material is for information and discussion purposes only and does not constitute an invitation, recommendation or offer to subscribe for or purchase any of
the products or services mentioned or to enter into any transaction. The information herein is not intended to be used as a general guide to investing and does
not constitute investment advice or as a source of any specific investment recommendations as it has not been prepared with regard to the specific investment
objectives, financial situation or particular needs of any particular person.
Information contained herein is subject to change at any time without notice, and has been obtained from sources believed to be reliable. Some of the information
herein may have been obtained from public sources and while SC Group believes such information to be reliable, SC Group has not independently verified the
information. Any opinions or views of third parties expressed in this material are those of the third parties identified, and not of SC Group. While all reasonable
care has been taken in preparing this material, SC Group makes no representation or warranty as to its accuracy or completeness, and no responsibility or liability
is accepted for any errors of fact, omission or for any opinion expressed herein. The members of SC Group may not have the necessary licenses to provide
services or offer products in all countries, and/or such provision of services or offer of products may be subject to the regulatory requirements of each jurisdiction,
and you should check with your relationship manager or usual contact. You are advised to exercise your own independent judgment (with the advice of your
professional advisers as necessary) with respect to the risks and consequences of any matter contained herein. SC Group expressly disclaims any liability and
responsibility whether arising in tort or contract or otherwise for any damage or losses you may suffer from your use of or reliance of the information contained
herein.
This material is not independent of the trading strategies or positions of the members of SC Group. It is possible, and you should assume, that members of SC
Group may have material interests in one or more of the financial instruments mentioned herein. If specific companies are mentioned in this material, members
of SC Group may at times seek to do business with the companies covered in this material; hold a position in, or have economic exposure to, such companies;
and/or invest in the financial products issued by these companies. Further, members of SC Group may be involved in activities such as dealing in, holding, acting
as market makers or performing financial or advisory services in relation to any of the products referred to in this material. Accordingly, SC Group may have
conflicts of interest that may affect the objectivity of this material.
You may wish to refer to the incorporation details of Standard Chartered PLC, Standard Chartered Bank and their subsidiaries at
http://www.sc.com/en/incorporation-details.html.
This material is not for distribution to any person to which, or any jurisdiction in which, its distribution would be prohibited.
© Copyright 2019 Standard Chartered Bank. All rights reserved. All copyrights subsisting and arising out of these materials belong to Standard Chartered Bank
and may not be reproduced, distributed, amended, modified, adapted, transmitted in any form, or translated in any way without the prior written consent of
Standard Chartered Bank.

