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INTERNATIONAL CAPITAL MARKETS

Alexander Nicoll on efforts to'computerise the securities markets

and COMPANIES

Firms seek benefits of autom'ation'

A DRIVE is undet way o com-
puterise the mits and bolts of
the internaiinnal  securities
markets,

In 1the Eurnbond market, a
new price quilation system for
the scecondary market [s under
viose ennsideration, and there
have been experiments with a
computerised  system  which
would inform primary market
participants simultancously of
new  jssues. Sceveral plans for
irade confirmation seérvices are
alsp under way.

In international equity trad-
ing—inerensingly the focus of
atiention for securities houses
—pilot links have been estab-
fished between the clearing
houses of stock exchanges, New
serviees  are being  launched
which weuld reduce the costs of
international dealing, as well
as the extraordinarily high
leve]l  of  eross-border trans-
actions which go wrong.

Ms  Graciela  Chichilnisky,
chiel executive of Fitel, a com-
pany providing a new trade con-
firmation system for intei-
national securities, estimates
that 40 per cent of international
equity't trades fail to be com-
pleted because incorrect infor-
mation is passed = or 1is
claimed 1o have done so — be-
tween one of the many parties
involves:  investors,  brokers
and custadians

Underiying the current iremd
is a desire to reduce the over-
heads for securities firmg as:
ciated with the time-consum

likes discretion, are proj
&1 based

tasks such as telex or telephone
calls, which precede or follow a
trade. In addition, automation
should stimulate liquidity of
markets not only by cutting
dealing costs, but also by mak-
ing them more tranparent,

The Eurobond market already
has a technologically advanced
underpinning in its clearing
systems, Euroclear and Cedel,
which between them last year
cleared wirtually all the wuver
$3,000bn trading volume of the
Eurcbond market. In addition to
clearing, services available to
the Eurobond market include
custody of securities, trade
matching and stock lending.

Greater depth

Many in the market have felt,
however, that secondary trading
needs to have greater depth.
The creation of a reporting
dealer system under the aus-
pices of the Association of
International Bond Dealers.
which took affect last Friday. is
an important step in this diree-
tion. The dealers have
undertaken te report by com.
puter to the AIBD each day
their closing quotations for all
bonds in which they make mar-
kets, and from March they will

report high and low traded

mrices.
More controversial, in a
market  which traditionally
posals

i

tion system, dubbed AIBDQ.
Mr' Stanley Ross, a managing
director of Deutsche -Bank
Capital Markets and long-time
advocate of automation, is head-
ing the project and holding
presentations of a  planned
system, which follows -a study
with the National Association
of Securitieg Dealers, oparator
of the US Nasdaq over-the-
counter share market,

At its Deeember meeting, the
AIBD board decided to seek
proposals from several organi-
sations on joint development of
a system. It expects to present
fina] proposals at the AIBD's
annual meeting in Oslo in May.

One of the. most tiresome
problems for the Eurobond
market is the need for telex
confirmation between the par-
ties to each individual trade.
Though such telexes are
routinely sent, they are often
not read until too late, A
trade may then fail because
two parties had  differing
impressions of they had
done, or simqi,‘,r noted the de-
tails incorrectly. i

Several Initiatives are under
way to eliminate this, The
AIBD has decided to develop a

trade  confirmation system
which could be incorporated
into the quotation system.

Under the AIBD plan, a trade
would have real-time. confirma-
tion that details of a trade

just dome matched those
recorded by the counter-party.
Separately,

qulleag__ ~and

National

Cedel are holdi discussions
which could lead to a joint
trade cohfirmation project. The
International ommodities |
Clearing House, which elears
London and international

futures and options markets, is
also working on a trade con-
firmation system for the Euro-
bond market.

“Streamlining
- Fitel, which has. its central
computer in London, began

commercial operations yester-
day with Wells Fargo, one of
the largest US fund managers,
on line to its Equinet service,
after a pilot project involving
Salomon Brothers, Bear Stearns
and First Chicago. It does not
grovide cledring or settlement,
ut streamlines the information

flows between all the partici-

pants in a trade, including
brokers = and custodians of
securities, 3

The London Stock Exchange,
following its recent infusion of
new blood from . international
securities houses, which are
keen to develop a new, techno-
logically based international
equities market in London, can
alse be expected to have an
impact on the new trend, Its
clearing systems, Talisman, has
pilot links with US clearing
corporations, including  the
Securities Clearing
Corporation, which are due to
be expandad. : 3




