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A. General Market Trends

 The ongoing financial crisis continues to redefine the regulatory 
framework and market practices of the banking and securities 
industry. The role of self regulation has been much reduced in favour 
of more intrusive and prescriptive statutory regulation with an emphasis 
on mitigating systemic risk and consumer protection.

 There is a strong and ongoing desire on the part of regulators to 
move away from the OTC model in both derivatives and cash 
securities towards transparent markets conducted on regulated venues.

 The cost of doing business in the capital markets has increased 
dramatically and may rise still further. The full cost of re-regulation is 
not yet clear (for example FATCA compliance).
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A. General Market Trends

 The RoE targets of banks have progressively diminished, and the 
higher costs of bank lending are leading to disintermediation and a surge 
in market based financing.

 There is a movement in the industry of “back to basics”, namely to 
simple non complex instruments and straightforward strategies. 
Participants are reducing balance sheet commitment to trading books and 
in some cases exiting certain market segments altogether. Cross border 
flows are reduced and domestic considerations have again become 
paramount.

 Overall the banking sector is working to reduce its cost base and 
shrinking aggressively in Europe. Conversely the outlook for ongoing 
securities market growth is positive. 
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A.  General Market Trends

 Assets are migrating from bank balance sheets to asset managers –
the centre of gravity is moving to the buy side and asset managers are in 
some cases taking on more traditional (wholesale) banking roles as 
providers of capital.

 Similarly the centre of gravity of the financial markets may be moving 
eastwards driven by the growth in Asia, Middle East and the Far East 
Russia, coupled with the weakness in the developed economies, 
particularly in Europe.

 Trust in the industry is at a low level and public opinion  unprecedentedly 
hostile.
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