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The Financial Industry Regulatory Authority 
(FINRA) has issued a Regulatory Notice solicit-
ing comments on a rule proposal designed to 
enhance oversight of broker-dealers’ “back-
RI¿FH´� RSHUDWLRQV� E\� H[SDQGLQJ� UHJLVWUDWLRQ�
requirements to individuals engaging in, or su-
pervising, activities related to sales and trading 
support, and handling of customer assets.

Traditionally, FINRA’s long-standing registration 
requirements have applied to individuals who 
provide advice to customers and effect securi-
ties transactions, such as brokers, investment 
bankers and traders. The new proposal would 
extend registration, testing and continuing edu-
cation beyond the frontline sales force to certain 
operations staff who support broker-dealers’ 
businesses. These employees perform an inte-
JUDO�UROH�LQVLGH�WKH�¿UPV��DQG�WKHLU�DFWLRQV�FDQ�
have meaningful connections to the safety of 
customer funds, accounts and transactions, and 
WKH�RYHUDOO�LQWHJULW\�RI�¿UP�ERRNV�DQG�UHFRUGV�

Firm employees who may be required to regis-
ter under the new proposal include individuals 
responsible for the development and approval 
of valuation models; employees who manage 
WUDGH�FRQ¿UPDWLRQV��DFFRXQW�VWDWHPHQWV�� WUDGH�
settlement and margin; or employees who over-
see stock loan/securities lending, prime broker-
age, receipt and delivery of securities, and/or 
¿QDQFLDO�UHJXODWRU\�UHSRUWLQJ�

The proposal would provide reasonable assur-
ance that these individuals understand their 
professional responsibilities, including key regu-
latory and control themes, as well as the impor-
WDQFH�RI�LGHQWLI\LQJ�DQG�HVFDODWLQJ�UHG�ÀDJV�WKDW�
PD\�KDUP�D�¿UP��LWV�FXVWRPHUV��RU�WKH�LQWHJULW\�
of the marketplace or the public. The Securities 
and Exchange Commission (SEC) has previ-
ously indicated its support for the establishment 
RI� D� TXDOL¿FDWLRQ� H[DPLQDWLRQ� IRU� EDFN�RI¿FH�
staff to heighten awareness of operating in a 
regulated environment and to demonstrate a 
basic understanding of the securities industry.

Testing for the new registration category would 
be composed of three segments: professional 
conduct and ethics, essential product and mar-
ket knowledge, and knowledge associated with 
operational activities. The examination would 
test for general securities industry knowledge 
and awareness of the fact that the securities 
industry is heavily regulated. The continuing 
education components associated with the new 
registration category would provide competency 
WUDLQLQJ�VSHFL¿F�WR�WKH�ZRUN�SHUIRUPHG�E\�VWDII�
that support broker-dealer’s business.

The proposal includes an exception for back-
RI¿FH�HPSOR\HHV�ZKR�FXUUHQWO\�PDLQWDLQ�FHUWDLQ�
other FINRA registrations or have maintained 
one during the two years immediately prior to 
registering as an operations professional. Be-

fore becoming effective, a proposed rule change 
must be approved by the SEC.

Germany has banned naked short-selling in 
VKDUHV� RI� WKH� FRXQWU\¶V� ��� PRVW� LPSRUWDQW� ¿-
nancial institutions. The ban will also apply to 
credit default swaps (CDS) on euro government 
bonds as well as euro government bonds.

The German Finance Ministry did not specify 
the names of the 10 institutions covered by the 
ban on naked short selling.

The move is set to be followed by Dutch authori-
ties, with other European Union states following 
the moves closely, although Poland appears to 
be going in the opposite direction.

European Union� RI¿FLDOV� KDYH� SURSRVHG� WKDW�
member states tax banks to raise money for 
a fund that would be used to manage future 
¿QDQFLDO�FULVHV��7KH�PHDVXUHV�KDYH�PHW� OXNH-
warm approval from member states and banks, 
although the general consensus appears to be 
that some form of additional taxation is both a 
necessity and an inevitability. On a national lev-
el, some levies have already been introduced.

The result of this false recording was that the re-
cords of OPSL and Leveraged Capital were not 
D�WUXH�UHÀHFWLRQ�RI�WKH�VWDWH�RI�WKRVH�FRPSDQLHV¶�
securities holdings and consequently, their re-
VSHFWLYH�¿QDQFLDO�SRVLWLRQV��7KH�YDOXH�RI�WKHVH�
securities was in excess of $50 million.

ASIC alleged that in causing the false record-
ings to be made, Emini was intentionally dis-
honest and failed to exercise and discharge his 
duties in good faith in the best interests of OPSL 
and Leveraged Capital.

In January 2010, Emini was charged with four 
separate offences of breaching his duties as a 
director of OPSL and associated companies. 
His co-directors of OPSL, Julian Smith and An-
thony Blumberg were also charged with those 
offences.

Emini, Smith and Blumberg appeared in Mel-
bourne Magistrates Court last week in relation 

http://www.standardbank.co.za
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SLT: Compared to instruments such as derivatives 
and MBS, securities lending has flown under the 
radar somewhat during the recent turmoil. Is this a 
good thing?

Kunkle: Information is a good thing. I would hesitate to say we’ve been 
under the radar.  For instance, in January 2006 the Wall Street Journal 
published an article critical of one aspect of securities lending  and 
we spent some time challenging the article and educating clients and 
regulators.

Sophisticated clients like pension funds, public funds, endowments and 
mutual funds do have a good understanding of securities lending and 
no-one sees this as a risk-free business. They know there is an element 
of risk but they also understand there are ways to mitigate this - as evi-
denced by what happened when Lehman collapsed.

SLT: How have the events of the past couple of years 
affected the industry?

Kunkle: I believe the market in the US has moved from being more 
volume-based in the past to being value-based today. Specials and 
stocks with key needs are being borrowed and appropriately paid for in 
terms of the intrinsic value of the stock. Reinvestment is now a second-
ary activity.

There has been a contraction in the markets and I don’t know if it will 
ever return to the levels we once saw. But I don’t know if that’s a bad 
thing. We are already on a slow upswing and as rates get increased, 
then the market will grow further.

SLT: The RMA has suggested that some of the new 
Basel rules may actually increase the risk within the 
market. Is this down to a lack of understanding of 
how the market works?

Kunkle: No, I don’t think it’s a lack of understanding. RMA has a capital 



Compared to other territories, the securities 
lending industry in Hong Kong has not been hit 
as hard by the credit crunch, and business is 
SLFNLQJ�XS� LQ� WKH�¿UVW�KDOI�RI� WKLV�\HDU��%XW� WKH�
number of participants has fallen, in part due to 
increased conservatism amongst lenders, and 
FRQVROLGDWLRQ�KDV�PHDQW�WKDW�WKH�ELJ�¿UPV�KDYH�
got bigger, while smaller companies have disap-
peared from the radar. 

“At the end of 2008 there was a lot of fear in 
the market and, while it never really stopped, 
WKH�YDVW�PDMRULW\�RI�WUDGHV�ZHUH�FDUULHG�RXW�RQ�
an almost risk-free basis - anything that wasn’t 
as conservative as possible was ruled out by all 
WKH�ELJ�QDPH�¿UPV�´�VD\V�RQH�UHSUHVHQWDWLYH�RI�
a large global bank. 

“But it was more about a fear of what may hap-
pen, instead of a reaction to what actually was 
happening in Hong Kong and once we realised 
it wasn’t going to be as bad as we all thought, 
the market opened up a bit. 2010 has been bet-
ter than 2009, and hopefully 2011 will be better 
than 2010. We’re still fairly risk averse, we’re 

keeping an eye on what happens in Europe, 
and particularly what happens in China and 
there’s still a long way to go before the market is 
entirely comfortable again.”

7KLV�ÀLJKW�WR�TXDOLW\�ZDV�UHÀHFWHG�LQ�WKH�VWRFNV�
that were most popular, with the largest global 
and Chinese stocks taking up a disproportionate 
share of the market. Indeed the problems affect-
ing the banking sector and Western economies 
meant that traders almost invariably looked to 
the East.

“The collapse of Lehman pushed traders’ minds 
in a different direction,” says one expert. “Hong 
Kong has of course always had one eye on our 
neighbour but until 2008 we also had a big in-
vestment in Europe and the US. The pendulum 
has truly swung to China now, and I don’t know 
if it will ever switch back.”

%XW�WKLV�LV�UHÀHFWLYH�RI�WKH�¿QDQFLDO�PDUNHWV�DV�
a whole - the chief executive of HSBC, Michael 
Geoghan, has recently relocated to Hong Kong 
from London, arguing that most of the growth 
is going to come from this region. But it also 
OHDYHV� +RQJ� .RQJ� LQ� VRPH� MHRSDUG\�� DV� WKH�
&KLQHVH�PDUNHWV�EHJLQ� WR� ÀH[� WKHLU� VHFXULWLHV�
lending muscles.

At the moment, Hong Kong is on top, and is 
likely to remain that way for some time. In partp, and is 



means to increase liquidity, but still have some 
way to go. 

%XW� LW¶V� QRW� MXVW� WKH� VHFXULWLHV� OHQGLQJ�HQYLURQ-
ment that favours Hong Kong. Already, all the 
ELJ�LQWHUQDWLRQDO�SOD\HUV�KDYH�D�PDMRU�IRRWSULQW�
on the island, and indeed many have privately 
said they will keep their base here as a gateway 
to the Chinese market, even if they do increase 
their presence on the mainland. Hong Kong is 
up there with London and New York as one of 
WKH�WKUHH�PDMRU�EDQNLQJ�KXEV�DQG�LW�VHHPV�XQ-
likely that mainland China even wants that to 
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CountryFocus

change, let alone encourages it. 

“Hong Kong has the history, the infrastructure 
and the legacy of plenty of companies estab-
lished here,” says one expert. “I know the Chi-
nese are aiming to have a huge presence of 
their own in this market but I don’t believe it will 
take over Hong Kong’s activities. Everything is 
already set up, people like living here and there 
is a huge appetite for growth in this market.”

The territory is also an attractive taxation envi-
ronment for the securities lending market, with 

DQ� H[HPSWLRQ� IURP� +RQJ� .RQJ� SUR¿WV� WD[� IRU�
stock borrowing and lending transactions. It al-
ORZV� GLVSRVDOV� DQG� UHDFTXLVLWLRQ� RI� µVSHFL¿HG�
securities’ under certain agreements to be ex-
empt from the tax.

Essentially the conditions under which compa-
nies are exempt mean the lending agreement 
PXVW�EH�XVHG�E\� WKH�ERUURZHU� IRU�D�VSHFL¿HG�
purpose and stock of the same description 
must be returned to the lender within a speci-
¿HG�SHULRG��7KH�OHQGHU�PXVW�DOVR�UHFHLYH�FRP-
pensation for any distributions received by the 
borrower. SLT

A U.S. Equity Finance Exchange
For exchange traded, centrally cleared and transparent U.S. securities lending of 
Single Stock (SSF) and ETF futures.

OneChicago LLC, 141 West Jackson Boulevard, Chicago, IL 60604
(312) 424-8500 www.onechicago.com

Security rankings by total daily return

Rank

1

2

3

4

5

6

7

8

9

10

Stock description

Industrial and Commercial Bank of China Ltd

Bank of China Ltd

Bank of China Ltd

Alibaba.com Ltd

Bank of Communications Co Ltd

China Construction Bank Corp

China Zhongwang Holdings Ltd

China Merchants Bank Co Ltd

HSBC Holdings Plc

Byd Co Ltd

Security type

HK Equity (HSI)

HK Equity (HSI)

HK Equity (others)

HK Equity (others)

HK Equity (HSI)

HK Equity (HSI)

HK Equity (others)

HK Equity (others)

HK Equity (HSI)

HK Equiy (others)

http://www.onechicago.com
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View from the top
$V�6HFXULWLHV�/HQGLQJ�7LPHV�ODXQFKHV�LWV�¿UVW�LVVXH��RXU�HGLWRULDO�DGYLVRU\�SDQHO�GLVFXVV�
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SLT: Following a turbulent couple of 



Sunil Daswani:�7KH�¿UVW�TXDUWHU�RI������EURXJKW�
stability to the securities lending markets. We 
anticipate continued market stabilisation as 
markets are widely anticipated to normalise for 
the remainder of the year. From an equity per-
spective, the seasonal demand for European 
equities has been robust over the past several 
months with strong spreads on high intrinsic 
value securities. Further, the loans for tradition-
al general collateral have gradually increased. 
)URP�D�¿[HG� LQFRPH�SHUVSHFWLYH��ZH�FRQWLQXH�
to see an ongoing softness in the demand for 
government / sovereign debt issues due to the 
record debt issuance over the past 18 months.

There were two key themes to come out of the 
economic crisis that started in the summer of 
2008 both from a risk agenda perspective: a 
need for better client reporting and a need to re-
educate many industry participants. To respond 
to these changes, Northern Trust introduced 
several reporting enhancements including a new 
Securities Lending Block on their Northern Trust 
Passport® homepage which allows for quick ac-
cess to key information about our client’s lend-
ing programmes with a particular focus on the 
provision of risk-related information.

In terms of education, Northern Trust places a 
strong emphasis on regularly meeting clients to 
discuss their changing needs and focus, their 
performance in the lending programme and pro-
viding an update on the current market environ-
PHQW��)ROORZLQJ�WKH�¿QDQFLDO�FULVLV��WKHVH�UHJX-
lar meetings have become critical to ensuring 
our clients understand the risks and rewards of 
their securities lending programme. Additionally, 
we write and publish regular market updates, 
trading commentaries and thought leadership 
articles to clients around the world. This educa-
tion process continues today and includes focus 
on key industry conferences, active industry 
groups such as the Pan-Asian Securities Lend-
ing Association (PASLA) and the International 
Securities Lending Association (ISLA).

Whilst there remains a degree of uncertainty 
in the industry, the changes that resulted in the 
post-Lehman period are encouraging for the fu-
ture of securities lending.

SLT: What are your predictions 
for the industry for the rest of the 
year?

Coxon: In a nutshell, more of the same. GC 
volumes will continue to grow steadily, with an 

increased appetite around Euro cash collateral 
as opposed to US Dollar cash. Corporate activ-
ity will remain low-key, which will mean a lower 
than average number of ‘specials’. Conversely, 
there will be more ‘exclusives’ coming to mar-
ket, notably in new emerging markets such as 
Taiwan. I also expect to see the trend for secu-
rities to pay scrip dividends to continue, which 
will fuel lending opportunities. Also, keep an eye 
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The 19th Annual International 
Securities Lending Conference
Date: 22-24 June 2010
Location: Berlin, Germany
Website: www.afme.eu/isla2010

ISLAs’ International Securities Lending Conference will be held from 22 to 24 June 2010 in Berlin. Now in its 19th year, this is the only event of its 
kind in Europe attracting in excess of 400 senior market participants from banks, broker dealers, asset managers, pension funds, hedge funds and 
policy makers.

,01ҋV��QG�$QQXDO�(DVW�&RDVW�%HQHÀFLDO�
Owners’ Securities Lending Summit
Date: 28-29 June 2010
Location: Boston, MA
Website: www.imn.org/seclending2010_slt

,Q�)HEUXDU\�������,01CV�6L[WHHQ�$QQXDO�%HQH¿FLDO�2ZQHUV¶�6HFXULWLHV�/HQGLQJ�6XPPLW�DWWUDFWHG�RYHU�����%HQH¿FLDO�2ZQHUV�WR�1RUWK�6DQ�'LHJR��
California, where they candidly discussed the profound effect that global events have had on their Securities Lending programs.

IMN’s 15th Anniversary European 
Securities Lending Summit
Date: 20-21 September 2010
Location: London
Website: www.imn.org

,Q�6HSWHPEHU�������PRUH�WKDQ�����DWWHQGHHV�DQG����%HQH¿FLDO�2ZQHUV�SDUWLFLSDWHG�LQ�,01¶V���WK�$QQXDO�%HQH¿FLDO�2ZQHU�6HFXULWLHV�/HQGLQJ�
6XPPLW��/HDGLQJ�(XURSHDQ�GHFLVLRQ�PDNHUV�GLVFXVVHG� LPSRUWDQW� LVVXHV�FRQIURQWLQJ�%HQH¿FLDO�2ZQHUV�DQG� WKH�6HFXULWLHV�/HQGLQJ� LQGXVWU\�DW�
large.

27th Annual RMA Conference 
on Securities Lending
Date: 12-14 October 2010
Location: Boca Raton Resort & Spa in Boca Raton, Florida
Website: www.rmahq.org

7KH�%RFD�5DWRQ�5HVRUW�KDV�DOZD\V�EHHQ�RQH�RI�RXU�SUHPLHU�FRQIHUHQFH�ORFDWLRQV��,W�ZDV�WKH�VLWH�RI�WKH�YHU\�¿UVW�50$�&RQIHUHQFH�DQG�FRQWLQXHV�
WR�EH�WKH�IRUHPRVW�IDYRULWH�YHQXH��:H�NQRZ�\RX¶OO�HQMR\�WKH�QHZO\�UHQRYDWHG�%RFD�%HDFK�&OXE��,W�LV�TXLWH�D�GUDPDWLF�WUDQVIRUPDWLRQ�

http://www.afme.eu/isla2010
http://www.imn.org/seclending2010_slt
http://www.imn.org
http://www.rmahq.org
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60 Second Resumé

John P Giovinazzo

Meet John P Giovinazzo from New 
Jersey, a highly motivated, goal-ori-
ented stock loan professional with 
experience on the trading desk who 
is widely recognised for having cre-
ative solutions to securities lending 
problems.

What industry qualifications or rel-
evant certification do you hold?

I was NASD licensed with a Series 7, Series 6, 
and Series 63 through to February 2010.

What was your last position in the 
industry and what did you enjoy 
most about it?

As bad as the market has been, I was fortunate 
WR�EULHÀ\�ODQG�D�FRQVXOWLQJ�SRVLWLRQ�DW�8%6�FRY-
HULQJ�&16�EX\�LQV��,�UHDOO\�HQMR\HG�WKH�DELOLW\�WR�
creatively solve problems, create PnL, and pre-
vent risk exposure. For example, in preventing a 
buy-in, you are potentially unlocking sources of 
supply when you discover and question the long 
holders on the other side. Additionally, this posi-
tion allows you to turn an expensive PnL fail to 
UHFHLYH�LQWR�D�SUR¿WDEOH�ORDQ�EHFDXVH�\RX�WUDFN�
down and determine demand for a particular 
security. 

What area are you looking to get 
back into?

I have pending opportunities on two stock loan 
desks. I am fortunate to have made some con-
nections over the years with contacts that have 
provided assistance and I sincerely appreciate 
their continued efforts
. 
What do you feel you could bring to 
a future role?

I am one of the most unique problem solvers 
in the industry. Indeed, traders are typically told 

that operations cannot solve their problem and 
many traders think they have to move their book 
by two or three hundred basis points to solve a 
challenging problem. That’s not always the case 
and someone with my unique background can 
potentially solve creative stock loan problems 
using unconventional methods that are less 
costly. 

$QG� WKDW¶V� MXVW� WKH�EHJLQQLQJ��0\�SURYHQ� WUDFN�
record and creative thinking is a clear indication 
WKDW�,�FDQ�FUHDWH�PRUH�SUR¿W�RSSRUWXQLWLHV�IRU�D�
VHFXULWLHV�OHQGLQJ�GHVN��,�MXVW�QHHG�WR�KDYH�WKH�
opportunity. 

What do you feel the industry needs 
most?

&OHDUO\�WKHUH�DUH�LQHI¿FLHQFLHV�LQ�WKH�SULFLQJ�RI�
securities lending transactions. For all the talk of 
transparency, this will mean very little if supply is 
pushed at rates that are higher or lower simply
based on calls coming in. While this is some 
measure to gauge market interest, it is haphaz-
DUG�DW�EHVW��7KHUH�DUH�ZD\V�WR�LQFUHDVH�HI¿FLHQ-
F\� WKDW� DUH� MXVW� QRW� EHLQJ� XWLOLVHG� DQG� DV� ORQJ�


