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This paper is one of a series of case studies of projects undertaken by CubeMatch.
This particular case study looks at work performed by CubeMatch at an investment
bank to implement a new global booking entity for derivatives.

The Drivers behind the Programme

The bank had experienced tremendous growth over the previous years, both
organic and through acquisitions. It found itself in a state where there were myriad
legal entities sharing a complicated infrastructure that presented a very involved
outlook to clients and counterparties alike. There was a lack of clarity in limit
allocations, risk management and capital charges and there were significant
inefficiencies in terms of cash netting. Hence the bank took the decision to create a
new global OTC derivatives booking entity that would take on all the positions of
the existing entities (where local regulations did not preclude it) and present a
single face to clients globally.

Approach

For the new entity, all front, middle and back offices including the staffing and
technical infrastructure needed to process the trades would be the same as the
main bank entity. Thus the entire existing infrastructure of the bank needed to be
upgraded and adapted to meet the requirements of the new entity. All outstanding
OTC derivatives trades were to be migrated to the new entity through a two stage
process. The first stage was to create back-to-back trades to migrate the positions
to the new entity and the second was to novate the external facing trades to the
new legal entity to complete the process. A phased approach was adopted with the
trades migrated desk-by-desk.

The CubeMatch Team

CubeMatch were asked to control the preparation of the bank infrastructure for the
creation of the new entity and the migration of existing trades. The remit covered
both business and IT. Our consultants created and drove the technical plan for the
change, identified and implemented the static data change plans and coordinated
and executed the trade conversions at the desk level. We assisted the business in
devising the strategy for implementation, the creation of SLA’s, advised on staffing
levels and all business processes needed for the creation of the new entity.

The CubeMatch team brought the necessary level of expertise and attention to
detail to the whole implementation process. Our consultants realised that the new
entity would have touchpoints throughout practically every system and business
process in the bank’s infrastructure and actively sought them all out. The
programme had multiple stakeholders from the business, legal, credit, operations
and IT. The CubeMatch consultants were able to bring to bear their knowledge and
experience to underpin the success of the programme, spotting issues early and
driving their resolution.

Benefits

The bank now benefits from the new global OTC derivatives booking entity with the
clarity of structure and efficiency gains expected. Along the way, it also benefitted
from CubeMatch’s experience in identifying and resolving inefficiencies in their
infrastructure and business processes. It now has a truly multi-entity environment
across the board and the process of creation and implementation of new entities is
now streamlined and well practiced.
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