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Leonteq beats bond yields with non-listed
money market play

The Swiss structured product specialist latest offering is targeted at conservative
investors looking for higher returns than those of comparable government bonds.
“Share prices are fluctuating unpredictably
up and down, the same is true on bond
markets and cash is suffering real-terms
depreciation due to a higher inflation –
even in Switzerland,” he said.
The interest rate rises implemented
by central banks have not been
without consequences for the stock
markets, with rising base rates a difficult
environment for equities. This is best
illustrated by the SMI and the Eurostoxx
50, which have lost around six percent
over the last three months.
Leonteq has issued the Fixed Rate Money
Market Certificate in Switzerland. The
product is denominated in Swiss francs
and pays an annual step-up coupon, which
starts at one percent for the first year and
subsequently increases to 1.50% in year
two and two percent in year three.
“The product is suitable for conservative
investors who are seeking a higher
interest rate than on their current bank
account,” said Manuel Duerr (pictured),
managing director, head of public
solutions, Leonteq Securities.
With the new step-up note, Leonteq is
providing an opportunity for investment
that meets the many challenges faced
by investors in view of the uncertain
environment, according to Duerr.

While share prices have trended
southwards, the money markets have
provided higher yields. The 10-year
German government bond has climbed
from 0.82% in mid-July to 1.59% now and
US 10-year treasuries are trading above
the three percent mark. Positive returns
are now possible even in Switzerland,
albeit on a much smaller scale. The
interest rate on Swiss Confederation
bonds with a 10-year term currently stands
at 0.8%. For the shorter terms of three
years, however, savers are having to make
do with rather less, the yield here being
only around 0.6%.
Due to its step-up mechanism, the
certificate delivers a higher return than
comparable government bonds right
from the start.

“This is a structured product with a
stepped interest rate and a term of three
years […] in contrast to classic bonds the
guaranteed coupon payment changes
over the investment period – and actually
goes up,” said Duerr.
The attractive interest rate is only one
side of the step-up note - the product also
offers full capital protection at the end of
the term, which means that 100% of the
nominal is repaid.
“That makes the certificate also suitable
for conservative investors who want to
avoid the current price turbulence while
at the same time having the confidence of
knowing that they will get their committed
capital back again at the end.
“The repayment is not linked to an
underlying, unlike the case with a barrier
reverse convertible, for instance,” said
Duerr.
The product is not listed and there is a
one-off entry cost of 0.33%.
Leonteq has issued 1,809 structured
products in Switzerland during 2022 to
date, according to SRP data. Of these,
approximately 95% are barrier reverse
convertibles linked to a basket of equities.
The shares of Nestle, Novartis and Roche
are the most frequently used.

In contrast to classic bonds the guaranteed coupon
payment changes over the investment period, and
actually goes up
4
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VLK offers enhanced participation on
banks, eurozone

Dutch independent wealth manager Van Lanschot Kempen (VLK) has issued two
participation notes as a public offer in the Netherlands.
was launched. The gap was mainly
to do with the market environment,
which was not optimal for this type of
payout in the interim period, according
to Marcel Pronk (pictured), director
securities marketing structured
products, at VLK.
“Due to the low yield environment most
of our clients were looking for yield
enhancement products,” said Pronk,
adding that products that could pay a
regular coupon, such as the VLK Trigger
(Plus) Notes, were much more popular
than so called growth products.

The VLK Participation Note Eurozone
22-27 and VLK Participation Note Banks
Europe 22-27 have a five-year tenor
and offer 165 and 175% participation in
the Eurostoxx 50 and Stoxx Europe 600
Banks Index, respectively. At maturity,
capital is preserved, as long as the
underlying index closes at or above 80%
of its starting level.
These are the first publicly offered
participation notes from the bank
since February 2019, when the VLK
Participation Note Eurozone 19-24

“Now that yields have increased
recently, we see that clients have more
opportunities in the regular corporate
bond market and are shifting away a bit
from the traditional yield enhancement
products,” he said.
The recent decrease in valuations in
the equity markets might provide an
attractive entry point for investors,
according to Pronk. “A participation note
gives them the opportunity to get some
leverage which could be interesting
when markets will recover.”
The Stoxx Europe 600 Banks Index was
selected as underlying because financial
services are a sector on which VLK has a
positive outlook.

“The profitability of banks has been
under pressure for a long time due to
declining interest margins,” said Pronk.
The current monetary policy of central
banks will most likely have a positive
effect on the interest income of banks.
“Most banks now have stronger balance
sheets which might offer room for
capital returns, for example via share
buybacks.
“This positive outlook and the fact
that we have similar products on this
underlying expiring were the main
reasons to launch a new product on this
index again,” said Pronk.
Since a product linked to a single sector
might be too concentrated for some
investors, VLK has also introduced a
participation note on the Eurostoxx 50,
“a well-diversified index consisting of
blue-chip shares from the eurozone,
for those investors who still would like
to participate with leverage from a
potential recovery of the stock market,”
Pronk concluded.
The VLK Participation Notes are publicly
offered in the Netherlands from €1,000
nominal amount while clients in Belgium
and Switzerland can participate in the
notes on a private placement basis from
€100,000 nominal amount.

Most banks now have stronger balance sheets which
might offer room for capital returns, for example via
share buybacks
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Europe’s volumes drop despite 44% increase
in issuance
The European umbrella organisation for structured products reported a turnover
of €32m for Q2 2022.
Turnover in investment and leverage
products on reporting European financial
markets reached €32 billion in the second
quarter of 2022 – down 10% year-on-year
(YoY) and 29% compared to the previous
quarter, according to the latest figures
sourced by the European Structured
Investment Products Association (Eusipa).

Exchange tunrover - investment products EURm

Investment products such as capitalprotected, yield enhancement and
participation products, recorded a
turnover of €9.3 billion – down 42% YoY
and 31% quarter-on-quarter (QoQ).
Turnover in leverage products (warrants,
knock-out warrants, and constant
leverage certificates) reached €22 billion
between 1 April and 30 June, 72% of total
turnover. Turnover in leverage products
increased by 15% YoY but decreased by
29% from Q1 2022.
The largest turnover in investment
products, at €3.3 billion, was seen in
Germany. Yield enhancement products,
with a turnover of €2.1 billion for the
quarter, were the favourite investment
tool of the German investor, followed by
participation products (€1.2 billion) and
capital protected products (€40m).
Participation products dominated the
Swiss and Swedish markets with a
turnover of €1.2 billion and €1 billion,
respectively, while in Luxembourg, whose
figures were included for the first time,
turnover for all investment products
reached a respectable €430m.
As of 30 June 2022, the total outstanding
volume for investment products stood
at €297.5 billion – up four percent YoY
– split between yield-enhancement
(€107.7 billion), participation (€98.2 billion)
and capital protection (€57.1 billion).
The highest outstanding volume, at
€210.7 billion, was seen in Switzerland,
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followed at some distance by Germany
(€59.6 billion), Austria (€13.9 billion) and
Germany (€13.3 billion).
Germany was also the number one
market for leverage products, with an
exchange turnover of €10.2 billion for the
quarter. Across all participating markets,
leverage products with a knock-out were
responsible for the highest turnover:
Germany (€7.3 billion), Sweden (€3.1
billion), France (€1.6 billion) and the
Netherlands (€617m).
The total outstanding volume for
leverage products at end-June was
€9.6 billion, much lower than that of
investment products.

The number of newly issued products
in Q2 2022 reached 1,711,316 – up 44%
YoY. When singled out, the number
of newly issued investment products
decreased by 14% QoQ but increased
by 24% when compared to Q2 2021.
For leverage products, the number
of new listings decreased by eight
percent compared to the preceding
quarter Q1 2022 but increased by 46%
on an annual basis.
Markets of contributing Eusipa member
associations reported 1,993,476 products
as open (non-matured) in Q2 2022,
which is an increase of two percent
compared to Q1 2022 and an increase of
10% on an annual basis.
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Leonteq refutes allegations in relation to two
structures sold in France
Leonteq is refuting allegations made by an FT article of potential tax evasion
and money laundering by third parties concerning two Leonteq issued products
distributed by a company based in the British Virgin Islands.
of the broker in France that sold the
investments on Leonteq’s behalf,’ it read.

client confidentiality, of conducting ‘a
complacent investigation’.

“The allegations are known to Leonteq
and were managed, monitored and
reported with due care and process both
at the level of the Compliance department,
the Executive Committee and the Board
of Directors. All investigations found that
there were no material shortcomings,” said
a Leonteq spokesperson.

‘That’s the problem right there. Controlling
the distributors is a regulatory requirement,
but weak controls attract shitty business.
Turning a blind eye to potential money
laundering is to become complicit.’

The Swiss firm led by CEO Lukas Ruflin
(pictured) added that it “has a strict zero
tolerance policy regarding non-compliant
business behaviour”.

At the centre of the allegations are two
structured products issued by Leonteq
at the beginning of 2021 which were
acquired by ID Formation, a French
workers cooperative society. The French
cooperative invested in two €750,000
structures linked to the share prices of
telecom group Orange and steelmaker
ArcelorMittal, through Paris brokerage
firm i-Kapital.
Although the two trades raised questions
as allegedly neither ID Formation nor
i-Kapital were paid fees, ‘Leonteq sent
€120,000 offshore, equivalent to an
eight percent cut on the two trades, to
a company in the British Virgin Islands
called Ladoga Capital, which had a
relationship with Leonteq’s Middle East
sales team’.
‘The trades should have been reported
to French authorities as suspect on
grounds of potential money laundering
and tax evasion, after it was discovered
that large commissions were routed to
a British Virgin Islands company instead

However, documents and recordings
related to the trades, reviewed by the
Financial Times, ‘raise questions about
weak controls, a culture of rule breaking
and poor governance at Leonteq’.
‘Leonteq's distribution partners are
regulated financial intermediaries which
have to comply with the regulations put
in place by respective financial market
authority. In any case, Leonteq cannot
be held responsible for a breach of the
distribution agreement by a third party,’
added the Leonteq official.
One whistleblower accused EY
which declined to comment, citing

Leonteq stated that it has ‘a strict zero
tolerance policy regarding non-compliant
business behaviour, and its management
and Board of Directors remain strongly
committed to upholding the highest
standards of integrity and compliance’.
In a business update, the Swiss provider
said it is on track to exceed last year’s
record group net profit of CHF155.7m
(US$156.4m) for the full-year 2022.
SRP data shows that Leonteq issued
1,739 publicly offered structured products
on its own paper in the first half of 2022
(H1 2021: 1,952 products).
The company’s products were available
across six different jurisdictions,
including Italy, Germany, Sweden,
France, the Netherlands and Switzerland
where it ranks as the number four issuer
of total structured products listed on
the Six exchange with a market share of
eight percent.

The trades should have been reported
to French authorities as suspect
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First smart structured products go live in Germany
LBBW and Vontobel performed on 10 October the first automated issuance
facilitated by Clearstream, Deutsche Börse’s post-trade service provider, via its
new D7 digital instrument.
a fully digital market infrastructure in
Germany, according to Markus Schenk,
head issuance Europe, Vontobel.
‘The ability to bring our structured
securities to market faster and more
cost-efficiently in the future will ultimately
have a positive impact on the client
experience,’ he said.
Jan Krüger, head of equity markets
at LBBW, said the first pilot issue
of an LBBW bonus certificate via
the D7 platform is the bank’s ‘next
technologically important step towards
end-to-end digitalisation’.

D7 is fully integrated within Clearstream’s
global infrastructure and works as
a connector between established
networks and digital capabilities.
The launch of the digital instrument
represents a milestone on the way to

‘In addition to a highly automated trading
process, a digitalised and efficient
issuance and settlement process is of
great importance for the retail-certificate
business,’ said Krüger.
Jens Hachmeister (pictured), head of
issuer services & new digital markets at
Clearstream, noted that the new smart
digital security will accelerate time to

market moving ‘issuance of structured
products from days to minutes’ unlocking
‘an entire new universe of product
opportunities’.
Digital instruments are smart objects
that represent electronic securities.
They contain all the relevant information
needed throughout the lifecycle of
a security, such as reference, listing
and legal data, corporate actions and
reporting information.
They are technology-, asset-classand location-agnostic, and enable
same-day issuance, automated
straight-through processing (STP) and
asset servicing of securities across
established and new financial networks
and infrastructures.
The scope of the new D7 which covers
approximately 80% of the German
securities market includes structured
warrants and certificates with further
asset classes and jurisdictions planned
in the future.

Leonteq gets BMR approved
Leonteq has been recognised as a third country benchmark administrator under the EU Benchmarks Regulation (BMR).
This will allow the company to grow its activities beyond the traditional structured products business as it implements its
Growth Strategy 2026 aimed at expanding and diversifying its offering across products, asset classes and issuers.
‘We are demonstrating our deep understanding of index management and emphasising our commitment to best
practices as we provide investors access to proprietary indices in a transparent and cost-efficient way,’ said Alessandro
Ricci (pictured), head investment solutions and member of the executive committee of Leonteq.
The Swiss company has established a set of policies and procedures for its Leonteq Systematic Indices to ensure the
accuracy and integrity of its indices and comply with the BMR – after the completion of the application process the
European Securities and Markets Authority (Esma), recognise Leonteq Securities as a third country administrator of
benchmarks.
The newly created governance framework includes the establishment of an index committee, which comprises
members representing the front office, operations and control functions of Leonteq.
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GenTwo opens to retail investors
Swiss fintech GenTwo has extended its offering for
financial intermediaries to private investors.
The Swiss special purpose vehicle
(SPV) provider has announced an
expansion of its offering targeted at
financial intermediaries which will be
able to offer Swiss retail investors all
types of assets.
According to the firm, the shift towards
private investors ‘will transform the
market for alternative and digital
investment products’ as services that
were previously reserved for institutional
investors will now also be made
available to retail investors through their
existing banking relationship.
The expansion is aimed at capitalising
on growing demand for alternative
and digital assets with a dedicated
solution for private investors based in
Switzerland.
‘This type of offering has never been
seen on the market,’ said Patrick Loepfe,
chairman and founder of GenTwo. ‘It will

enable private investors to participate
in the rapidly growing segment of
alternative financial products.’
The company’s clients – financial
intermediaries, banks and asset
managers – will be given the necessary
resources to offer appropriate products
for the mass market ‘encompassing
everything from prospectuses and
key information documents (KIDs) to
product issuance’.
The ‘high regulatory complexity
associated with retail products’ will
be fully covered by the new solution
‘virtually at the push of a button’,
according to Marco Flury, head
business development products at
GenTwo.
‘[This] will allow our clients to stand out
from their competitors in this fiercely
contested market and to further expand
their customer base,’ he said.

Six Exchange launches Priips
product risk indicator
Prometeia and Six have collaborated
to offer a risk indicator aimed at
complementing existing regulatory risk
ratings for all asset classes.
Under the agreement, Prometeia will
provide Six the calculation capabilities for
a product risk indicator (PRI) for securities
that do not fall into the scope of the
Packaged Retail and Insurance-based
Investment Products (Priips) regulation.
The PRI is a summary risk indicator that
combines market and credit risk in a
unique one-to-seven scale number (one is
minimum risk, seven is maximum risk) and
is complementary and comparable to the

UK structured products
portal gains momentum

Summary Risk Indicator (SRI) required by
the Priips Regulation for products currently
in scope and Ucits funds in the near future.
Based on the same methodology
prescribed by the Priips Regulation for the
SRI, the PRI will allow equities, non-complex
debts, futures and options to be compared
with investment funds, structured products,
warrants and complex debts.
‘[Advisors] can now compare instruments
that were initially not comparable and
therefore support their own clients
in making really informed investment
decisions,’ said Ralf Rühling, senior product
manager, Financial Information, Six.

Arcus Partners and Socius
Technologies have launched a
new collaboration to support IFAs
active in the UK structured products
market. Under the agreement,
Arcus Partners - an appointed
representative of Dura Capital has
entered a multi-year arrangement
to licence the Socius Technologies
Structured Product Portal which
offers a range of defined return
products across a panel of issuers.
The portal which offers a fully digital
structured product solution in the
UK market was rolled out earlier
this year to the IFA community after
Goldman Sachs, Mariana Capital
and Socius Technologies partnered
to fill the gap left by Investec in the
UK structured products market.
The Socius Technologies
Structured Product Portal was
initially launched by Investec
Structured Products in 2019.
‘As traditional work patterns continue
to evolve, we believe providing
advisers and their clients with
the ability to purchase structured
products anytime, anywhere through
an efficient digital experience
will become the standard,’ said
David Macdonald, CEO of Socius
Technologies Group Limited
(pictured). ‘The operational overhead
and cost of the equivalent paperbased process will become harder
to justify,’ said Mark Allan from Arcus
Partners.

www.structuredretailproducts.com
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Barclays agrees to pay US$361m to settle
structured notes lapse

The UK bank was charged by the US securities regulator for the overissuances of
structured notes and ETNs.
affiliate in May 2017, Barclays bank lost
its status as a well-known seasoned
issuer (WKSI).
‘As a result, Barclays bank had to
quantify the total number of securities
that it anticipated offering and selling
and pay registration fees for those
offerings upon the filing of a new
registration statement,’ it said.

The US Securities and Exchange
Commission (SEC) has charged today
(30 September) Barclays and Barclays
Bank (BBPLC) for mistakenly issuing
US$15 billion worth of structured notes
and exchange-traded notes (ETNs)
above the volume it had registered for
sale under its BBPLC US Shelf and failing
‘to implement internal control to track
such transactions in real time’.
The two companies have agreed to
pay a US$200m civil penalty - the SEC
additionally ordered Barclays bank to
pay ‘disgorgement and prejudgment
interest’ of more than US$161m, which was
‘deemed satisfied by an offer of rescission
Barclays bank made to investors in the
unregistered offerings’.
Barclays offered to buy back
approximately US$14.8 billion structured
notes and US$2.8 billion of exchangetraded notes (ETNs). The UK bank said
on 15 September that investors had
submitted ‘valid claims’ covering US$7
billion of the US$17.7 billion of securities
subject to the rescission offer.
The SEC’s order states that, following a
settled action against a Barclays bank

10
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According to the order, the bank’s
personnel understood that the firm
needed to track actual offers and sales of
securities against the amount of registered
offers and sales on a real-time basis; ‘yet,
no internal control was established for this
purpose’.
As a result of this failure, Barclays bank
offered and sold the unprecedented
amount of unregistered securities.
The regulator acknowledged Barclays’
efforts to identify, disclose and
remediate this conduct, however, ‘the
control deficiencies and the scope of
the conduct at issue here was simply
staggering’, according to Gurbir S. Grewal
(pictured), director of the SEC’s division of
enforcement.
‘This case highlights why it is essential for
firms like Barclays to have robust internal
controls over their offers and sales of

securities, he said. ‘The time for other
firms employing similar shelf registrations
to take notice and improve their internal
compliance and control functions is now.’
The regulator’s order also encouraged
‘any firms that have lost WKSI status to
ensure the stability of their internal controls
and to self-report any over-issuances,
should any be found’.
The UK bank is now facing a number of US
class actions as law firms seek damages
on behalf of investors that purchased
‘Barclays American Depositary Receipts
(ADRs) between 18 February 2021 through
25 March 2022.
The class actions filed by these law firm
claim that the disclosure on 28 March
2022 of the overissuance on structured
notes, resulted in the fall of the Barclays
stock by US$0.96, or 10.6%, to close at
US$8.09 per ADR, which caused losses
to investors.
The UK bank has slipped from the
top three to the seventh place in
the US market league table by sales
volume year on year, SRP data shows
– Barclays’ structured products sales
volume in the US retail market has fallen
to US$3.4 billion from US$9.9 billion
with the issuance dropping to 809 from
1,985 products.

Barclays bank offered and sold
the unprecedented amount of
unregistered securities
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US Congressmen question Finra’s ‘complex
product’ regulation
The regulator must provide evidence that current regulations are insufficient

Enhanced regulation on the sale of
‘complex products’ and options to retail
investors could raise costs and unfairly
limit retail investors’ access to products
and strategies that are readily available
to other investors, according to a group
of Republican members of the House
Financial Services Committee.
In a letter to the US Financial Industry
Regulatory Authority’s (Finra) president
and CEO Robert W. Cook, Republican
members of the House Financial
Services Committee expressed their
concerns with the recent Regulatory
Notice 22-08, which could lead to
new guidelines that would ban retail
investors from trading in certain
products, including options on
registered securities.
According to the lawmakers, if
implemented the Reg Notice raises
potential regulatory changes that would
raise costs and limit retail investors’
access to financial products.
“In particular, we are concerned that
Finra is acting as a “merit” regulator
by considering prohibiting or unduly
restricting the sale of registered
securities to specific investors, even
when these investors have access to full
and fair disclosure,’ stated the letter.
In addition, the 11 Republican
congressmen that signed the letter
are concerned that the regulator
is effectively seeking to propose a
backdoor accredited investor standard
on certain regulated securities that it
deems unsuitable for retail customers.
‘While such a change may be acceptable
to the wealthiest customers of many
Finra member firms, it would only impede
the progress of financial inclusion
made possible through increased retail
investor participation in our markets,’
stated the letter, noting that a 2021

Finra is acting
as a “merit”
regulator
report prepared with the Finra Investor
Collaboration Foundation showed that
new investors entering the market as
retail investors are more ethnically and
racially diverse.
According to the report, 17% of new
investors in 2020 were African American,
and 15% were Hispanic or Latino.
‘Any attempts to limit these investors’
access to investment opportunities
would only narrow one important
avenue towards their economic
inclusion,’ stated the letter.
The Republican congressmen also
noted that retail investors’ access to,
and trading in, options has been highly
regulated for decades with the existing
regulatory framework including shared
responsibility by the SEC, Finra, and the
options exchanges.
‘Those who trade in options are also
afforded broad anti-fraud protections
under the federal securities laws,’
stated the letter. ‘Despite the robust
regulatory framework already in place,
the Reg Notice fails to adequately justify
why new regulations are needed, or
why existing regulations are no longer
sufficient, to oversee the options
markets and protect retail investors.’

PROBLEMATIC ASSUMPTIONS
The letter also noted that a general
increase in retail trading volume is
‘not enough to justify restricting such
investors’ access to widely used and
regulated financial products’, and that the
Reg Notice ‘outlines several potential
reforms that are problematic’ including
the broker-dealer requirement to
conduct a ‘suitability review’ for each
level of options trading or to have a
conversation with each customer before
approving an account to trade options,
regardless of whether an account
is self-directed or options are being
recommended by the firm.
The Reg Notice questions whether
broker-dealers should require a customer
to have a specific amount of equity in
their account prior to trading options.
‘Not only would this impose a costly and
unnecessary responsibility on firms, but
it would also limit retail investors’ ability
to make their own investment decisions,’
stated the letter. ‘Together, these policies
wrongly place Finra’s thumb on the scale
against even the most basic options
trading for retail investors. In doing
so, they limit retail investors’ access
to important, widely available tools to
hedge risk and generate income.
‘Decades of securities regulation
demonstrates that retail investors are
best protected when they have access
to a variety of financial services and
products with accurate disclosure,
adequate educational resources, and
vigorous enforcement of the law,’
concluded the letter. The Republican
members cautioned the regulator
against acting as a merit regulator
and limiting retail investors’ access to
options trading, and asked Finra to
provide evidence demonstrating that
current regulations are inadequate by
30 September.

www.structuredretailproducts.com
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US trade associations urge vote on Rila bill
The bill would lower barriers to retirement income products by requiring the
regulator to revise rules regarding developing and offering certain annuity
products, including Rilas.
A group of insurance industry trade
associations have urged the US House
Financial Services Committee to put
legislation on the House floor for a vote.
The legislation, known as the
Registration for the Index Linked Annuity
Act, was introduced in the summer of
2021 and approved by the Financial
Services Committee in late July 2022
and is aimed at reducing market barriers
for the sale of registered index linked
annuities (Rilas) and expand the use of
these retirement products.
The bill is specifically designed to
provide cost savings to insurers
and variable annuity companies
by requiring the US Securities and
Exchange Commission (SEC) to create a
streamlined registration and disclosure
form for Rilas.
Insurance trade associations in the US
expect the bill will help to ensure that
investors who consider purchasing a
Rila will get the information they need to
make a sound investment decision and
that the information is presented in a way
that promotes investor understanding.
Rilas are linked to stock market indices
but allow policy holders to set caps and
floors - upper and lower limits - on the
underlying performance.
‘Rilas are long-term investment products
which can be used by consumers to
help accumulate savings for retirement,
especially if the consumer is currently
retired or planning to stop working in near
future, when less time exists for recovery
from a significant downturn in the market,’
stated the letter. ‘A Rila can also serve as
a valuable supplement to an individual’s
retirement plan and offers a wide array of
protection and growth options to create
a strategy that aligns with a consumer’s
individual retirement needs.’
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The trade associations noted that the
lack of a tailored form for registering
the products with the SEC can result
in disclosures that are ‘long, dense,
and incomprehensible to the typical
purchaser’.
By directing the SEC to develop a tailored
Rila registration form more closely tailored
to this product, investors will be able to
access ‘only the relevant information’ they
need to make an informed choice about
purchasing a Rila, ‘eliminating extraneous
information that currently makes the
filing process more onerous and
understanding the product more difficult’.
The associations support the
legislation because it would remove
the requirement to provide ‘extensive
company and financial information in
line with generally accepted accounting
principles (GAAP) that is not required for
other annuity product offerings’.
‘The new form would remove the
requirement to provide this information,
which has created a barrier for many
insurers who are not otherwise required
to prepare GAAP financials, stifling
entry into the growing market for Rilas
and thereby inhibiting the development
of this and other innovative annuity
products,’ read the letter.
In addition, the bill requires the SEC
to engage in investor testing and
incorporate results of that testing in
the design of the form, with the goal
of ensuring that key information is
conveyed in terms that purchasers are
able to understand.
TURNING POINT?
Rila sales saw the highest quarter ever
in Q2 2022, up by eight percent to
US$10.8 billion. In the first half of 2022,
Rila sales were US$20.4 billion, 6%
higher than the previous year.

Rila sales now make up 40% of overall
variable annuity sales in the US market,
however the recent spike in interest
rates has triggered a shift towards fixed
indexed annuities.
According to a US investment banker,
Rilas have benefitted from the low rates
environment over the last two years.
“When Covid started the 10-year
Treasury rate went down to 60 basis
points which made it very difficult for
insurance companies to offer value to
their clients,” he said. “The lower the
interest rate, the smaller the budget to
hedge for annuities which resulted in a
quick shift to Rilas.”
Rilas are not principal-protected product
and have a different legal treatment
than fixed indexed annuities (FIA) which
are an insurance product. Rilas are a 33
Act security and the hedging required
is much cheaper for the insurance
company than it is to hedge a FIA.
Rilas were not targeted at the insurance
channel initially but at the registered
advisor channel, but insurance
companies focused on them because
they had smaller derivative budgets.
“Now that interest rates have gone
up insurance companies have shifted
back to FIAs in terms of product
development,” said the banker. “As long
as interest rates are higher or as high as
they are now, versus where they were
two years ago, the focus is going to be
on FIAs.”
The letter to the US House Financial
Services Committee was signed by the
American Council of Life Insurers, the
Committee on Annuity Insurers, Finseca,
the Insured Retirement Institute and the
National Association of Insurance and
Financial Advisors.
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Solactive rolls out US enhanced
investment grade play

Morningstar Advisor
Workstation users to
get Canada data

Despite being a pure equity portfolio,
the index screens stocks using the
issuer’s credit-rating concept, which is
generally employed on fixed-income
products.
The index uses the Solactive GBS
United States 500 Index as a
starting point. In a second step,
securities of companies assigned to
any of the following insurance-related
industries are excluded from the
universe: multi-line insurance, life/health
insurance, insurance brokers/services,
property/casualty insurance, and
specialty insurance.

Solactive has announced the launch
of the GBS United States 500
Enhanced Investment Grade Index,
which will be used for an investment
management mandate from Zurich
managed by a global asset manager
firm DWS America.
The GBS United States 500 Enhanced
Investment Grade Index offers
exposure to securities from the top 500
companies in the United States stock
market that are not insurance related
and have high credit quality.

Lastly, the companies that constitute the
index must also have a long-term issuer
credit rating higher than or equal to A3,
according to Moody’s rating scale, or
A-, according to Standard & Poor's or
Fitch’s Ratings rating scale, or not being
rated by all the agencies and without
any debt outstanding.
‘In an economic environment mined
by increasing interest rates and fear
of recession looming over multiple
economies, investors might seek refuge
in companies that are financially more
solid and creditworthy,’ said Timo Pfeiffer
(pictured), chief markets officer at Solactive.

US investors cash in on Eurostoxx
Banks despite 24% index drop
Some 99% of maturing products linked
to the Eurostoxx Banks Index delivered
a gain in the US market.

points (bps) on 12 October, far removed
from the dizzy heights of May 2007, when
it reached an all-time high of 485 bps.

The Eurostoxx Banks Index has lost
24% of its value since the start of the
year. The Stoxx sector index, whose top
components include BNP Paribas (13.91%
as of 30 September), Santander (11.29%)
and ING Group (9.36%), closed at 78 basis

With the help of the Structrpro.com tool,
we analysed how structured products
linked to the index performed in the
US market. Our sample comprises 197
products, of which 92 are still live and
105 have matured.

Luma Financial Technologies
has reached an agreement with
Morningstar to launch Canadian
structured products data within
Morningstar Advisor Workstation.
Following the agreement, advisors
and other financial professionals
using Morningstar Advisor
Workstation will be able to analyse,
manage, and allocate Canada
structured products in an overall
client portfolio context.
As the popularity of structured
products continues to grow in
Canada it is important ‘to help
investors make better informed
decisions and drive the use of more
suitable investment decisions that
match client objectives’, said Scott
Mackenzie, president and CEO of
Morningstar Canada (pictured).
Morningstar has been using
data provided by Luma since Q1
22 – the financial services firm
is seeking to provide deeper
classification of structured products
for financial professionals to be
able to see the impact to a client’s
investment plan.

www.structuredretailproducts.com
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Luma partners with MSCI
Luma Financial Technologies has added MSCI indexes to its Creation Hub, a module
embedded in the platform, to enable access to global MSCI equity and ESG indices to
use as underliers via customised structured products.
investors. These materials will feature
revolving analysis global market trends,
as well as multi-format media resources
such as publications, podcasts, graphs,
and scorecards, which will be housed
together in Luma’s Learning Center.

In addition to indices, advisors using
the Luma platform will also be able to
access MSCI research and content
geared towards structured product

“With this new development, we’re
providing our users with further
differentiating capacity to build
customized structured notes linked
directly to established, well-known global
indexes,” said Tim Bonacci (pictured),
Luma’s CEO and president. “And through
the thorough educational materials MSCI
is adding to our Learning Center, we’re
also aiding advisors in makingrobert
well-informed decisions when building

products on behalf of their clients. A that
we’re extremely excited about.”
According to Luma, the partnership
delivers a ‘two-for-one value add’
as MSCI indices will help advisors to
potentially improve the risk structure
of end-investor portfolios and provide
access to sustainable products through
MSCI’s ESG expertise, as well as ‘worldclass research’.
‘Transparency and accessibility are the
main ingredients needed for advisors
to better serve their clients when
transacting in structured products,’
said David Wood, managing director of
international business at Luma.

Finra slaps BofA for reporting failures on large
OTC options positions
The US Financial Industry Regulatory
Authority (Finra) has fined BofA Securities
Inc. US$5 million for failing to report overthe-counter (OTC) options positions to the
large options positions reporting system
(LOPR) in more than 7.4 million instances,
including 26 positions that were over the
applicable OTC position limit, and related
supervisory failures.
Finra Rule 2360 requires member firms
to report large options positions to the
LOPR, which the regulator uses to monitor
potentially manipulative behaviour,
including attempts to corner the market in
the underlying equity, leverage an option
position to affect the price, or move the
underlying equity to change the value of
a large option position.
The accuracy of LOPR reporting is
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essential to Finra’s surveillance, and
is particularly important with respect
to the OTC options market because
there is no independent source of data
for regulators to review OTC options
activity, stated the regulator.
According to the regulator, between
January 2009 and October 2020, BofA
failed to report OTC options positions
to the LOPR in more than 7.4 million
instances, in violation of Rule 2360
as well as Rule 2010 (Standards of
Commercial Honor and Principles of
Trade). Twenty-six of the unreported
positions were also over the applicable
OTC position limit of either 25,000 or
50,000 contracts.
In addition, Finra found that from
January 2014 through October 2020,

the firm’s supervisory system was not
reasonably designed to comply with
its LOPR reporting obligations, a
violation of Finra Rules 3110 (Supervision)
and 2010.
‘Finra relies on accurate reporting of
transactions in order to maintain the
integrity of the markets,’ said Jessica
Hopper (right), executive vice president
and head of Finra’s department of
enforcement.
‘BofAS’s failure to report millions of
OTC options positions prevented Finra
from carrying out that core function for
transactions that carry substantial risks.’
In settling this matter, BofAS consented
to the entry of Finra’s findings, without
admitting or denying the charges.
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A fully featured structured product
lifecycle management tool

StructrPro is a complete structured product selection, monitoring and
analysis system, developed using SRP’s extensive structured products
database and FVC’s cutting-edge analytics and valuation expertise.
Featuring coverage of thousands of products across the US, dynamic product reports and aggregate reporting
across entire portfolios. Gain valuable market intelligence on trends and future outcomes to enhance your
analysis, product selection and management of structured products.

FIND OUT MORE
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Exclusive: Thailand’s SCB digital platform
boosts structured note sales
The structured notes business has been expanding rapidly at Siam Commercial Bank
thanks to its digital wealth management platform.
and product function executive vice
president at SCB.

Management are executed on the
platform, according to Suneta.

"The volume is expected to increase
to THB60 billion by end of this year,"
Suneta told SRP. "Our structured
products business has been expanding
rapidly after we began to develop a
wealth management digitalised platform
five years ago."

"The digitalised process is very
convenient and saves a lot of time
for documentation when it comes to
structured products," said Suneta,
noting that the platform enables RMs to
hold remote meetings with clients.

The digitalised process is very
convenient and saves a lot of time
for documentation when it comes to
structured products - Sornchai Suneta

SCB Wealth, the wealth management
business of at Siam Commercial Bank
(SCB), has traded structured products in
notional of approximately THB40 billion
(US$1.1 billion) year-to-date.
The wealth manager structured
products business has accounted
for nearly 30% of the total notional
traded year-to-date, and represents an
increase from 10% in 2021, according
to Sornchai Suneta (pictured), CIO

The oldest Thai bank owns the
largest market share in the structured
notes market in Thailand's wealth
management segment, according to
Suneta.
At SCB, the platform was designed to
enable relationship managers (RMs) to
monitor clients’ asset allocation and
investment position as well as provide
tailor-made advisory across asset
classes including structured products.
Since March 2022, all structured
products issued within SCB Group
which includes SCB Financial Markets,
SCB Securities and SCB Asset

"The ability to provide end-to-end
investment process in one time
including advisory and transaction
execution is very useful given the social
distancing triggered by the Covid-19,"
he said.
At SCB Wealth, approximately 90%
of the structured products are issued
within SCB Group while the remaining
are hedged by global investment banks
and linked to US or HK tech stocks.
"The products issued by foreign banks
must meet our internal criteria made
by the investment committee, involving
payoff and credit worthiness," said
Suneta.
TREND
The structured notes offered by SCB
Wealth cover equity, interest rates and
foreign exchange. However, equity-linked

The digitalised process is very convenient and saves
a lot of time for documentation when it comes to
structured products
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notes featuring knock-in and knock-out
(KIKO) which dominated issuance in
2021 are no longer driving most activity.
Instead, the Thai overnight repurchase
rate (THOR) has become the preferred
underlying as investors can benefit from
capital protection, according to Suneta.

Top 10 issuers of structured notes in Thailand in 2022*

"We get more funding amount to
buy options and the payout of the
rate-linked notes has become more
attractive," he said.
In the third quarter of 2022, capitalprotected inverse floater notes on
THOR have posted THB15 billion
traded notional. "The THOR moves
much slower compared with the US or
European interest rates," said Suneta.
Early this month, SCB Wealth collected
THB2.3 billion from a gold-linked
structured fund with double sharkfin
payoff within two subscription days. It was
launched by SCB Asset Management.
On the FX underlier side, dual
currency notes with a one to threemonth tenor stand out, which make
up approximately eight percent of the
structured product traded notional at
SCB Wealth year-to-date.
"Dual currency notes are mainly
tailormade for Thai investors with
demand for foreign currencies, such
as overseas education or real estate
purchase. They also cater to exporters
who need to convert foreign currencies
back to Thai baht," said Suneta.
According to Suneta, due to the
uncertainty of today’s market, the traded
volume of funds tracking directional
assets has plunged as SCB Wealth
clients look for cash flow and downside
protection.
“Directional assets have not fared well.
From last October, equity products
haven't been outperforming as the
market remains very volatile and moves
in bear direction,” he said. “As investors
are risk-off, we need to ensure some loss
cushion or capital protection for them.”
He added that the bank has seen
limited demand for quantitative

Source: StructuredRetailProducts.com

investment strategies (QIS) because
Thai investors prefer single or basket
stocks in terms of risky assets. "QIS
indices require lots of administration
and education works," he said.

Data as of 31 July

As one of the top issuers of structured
notes in Thailand, SCB is particularly
active in USD-denominated issuance
compared with peers.

As SRP reported, Thailand's Krungthai
Bank has offered multiple tranches of
QIS index-linked structured notes with
full principal protection this year. .

As of 31 August, the commercial bank
marketed 624 structured notes, 131 of
which are USD-denominated, according
to the Securities and Exchange
Commission (SEC).

"Commodity was once in our asset
allocation recommendation this year.
The volatility is extremely high, and we
tend to limit the asset class between
five to ten percent of the overall
portfolio,” said Suneta.

In contrast, SRP data shows that the
entire structured notes issued by
Kiatnakin Phatra Securities, which
owned the largest market share at
27.9% as of 31 July, are all denominated
in Thai baht.

SCB Wealth is in talks with several global
banks to bring bonus enhancement
notes, accumulators and decumulators
to the market next year in anticipation of
a shift in the market direction.

Suneta expects further relaxation of
rules to help growing the market with
the minimum ticket for structured notes
at THB5m for banks in Thailand to be
lowered to THB1m - the same level as
for security houses.

"Given the valuations right now, the
shares are much cheaper, and some
investors therefore want to accumulate
them," said Suneta, adding that from an
issuer's perspective, hedging remains
a main challenge, especially when the
structured notes are denominated in
foreign currencies.
"We need to hedge both the underlying
and FX risk or quanto them back to Thai
baht," said Suneta.

Structured notes can only be sold
to high-net-worth individuals and
corporates in Thailand. "The regulators
have been quite accommodating. But
for general investors with high-risk
appetite score, it may be a good idea
to start with structured notes that offer
principal protection or feature low
probability of principal loss, so their
choices aren’t limited to directional
assets," said Suneta.

www.structuredretailproducts.com
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Hong Kong SAR: structured products volume
down 14% in 2021
A survey conducted by the regulators in Hong Kong has found that the number
of structured products traded dropped by 14% in 2021 year-on-year despite
being the predominant financial product type.
The survey results released yesterday
(27 September) by the Securities and
Futures Commission (SFC) and the Hong
Kong Monetary Authority (HKMA) are
based on responses from 327 licensed
corporations (LCs) and 63 registered
institutions (RIs).

Transaction amount by product type (2021 vs 2020)

Financial product providers sold nonexchange traded investment products
with transaction amount of HK$5.0 trillion
(US$637 billion) to 775,812 investors in
Hong Kong SAR.
The transaction amount, which LCs and RIs
accounted for 21% and 79%, respectively,
is a 12% decrease year-on-year (YoY)
'due to unfavourable market sentiment
and volatile markets in 2021 caused by
the continuous impact of the Covid-19
pandemic, heightened geopolitical risks
and expectations of interest rate hikes'.
PRODUCT TYPE
The decrease in the total transaction
amount was primarily attributable to

Source: SFC-HKMA joint survey on the sale of non-exchange traded investment products 2021

a HK$379 billion decrease in sales of
structured products and a HK$240 billion
fall in debt securities. Structured products
remained the most popular financial
instrument in the market making up 48%

of the total transactions, or HK$2.39
trillion followed by collective investment
schemes (CIS), which represented 30%
in 2021 – an increase from 25% in 2020.
Other financial products sold to Hong
Kong investors included debt securities
(HK$818 billion, 16%), swaps (HK$272
billion, five percent) and repos/others
(HK$49 billion, one percent).
Non-authorised products, not subject
to the SFC regulation, accounted for
80% (2020: 84%) of the aggregated
transaction amount, of which 58% were
structured products and 20% were
debt securities. Authorised products
constituted 20% (2020: 16%) of the
aggregated transaction amount and 93%
of them were CIS.

Source: SFC-HKMA joint survey on the sale of non-exchange traded investment products 2021
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STRUCTURED PRODUCTS
The volume of structured products
traded in 2021 amounted to HK$2,385
billion, down HK$379 billion or 14% YoY.
The top 20 sellers of structured products
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Transaction amount for structured products

However, these activities gradually
slowed during the rest of 2021 as
investors began to worry about the
high valuations of stocks and tightening
of Chinese regulatory policies on
technology companies.
Among the top five equity-linked
products reported by the 81 larger firms,
the majority were

Source: SFC-HKMA joint survey on the sale of non-exchange traded investment products 2021

continued to dominate the market and
accounted for 89% of the transaction
amount for all structured products.
Despite the decrease in the overall
transaction amount for structured products,
sales of equity-linked products increased
5% year-on-year to HK$1,674 billion due
to the buoyant performance of most major
stock markets during the first half of 2021.
'The major underlying equities of these
products remained stocks from the
internet and technology sectors, which
became increasingly popular since the
pandemic began,' stated the report.

particularly the US market, which
experienced a strong rally during the
first half of 2021 amid abundant liquidity
provided by central banks as monetary
stimulus. Other large firms noted that
clients were interested in investing in
accumulators linked with equities in both
the Hong Kong and the US markets,
which had a good opening in 2021.

linked to shares of internet and
technology companies. However, their
proportion dropped to 53% in 2021 from
64% in 2020. Traditional industries, such
as the financial and automotive sectors,
gained popularity in 2021 as underlying
stocks for equity-linked products (2021:
26%, 2020: 16%).
CURRENCY-LINKED PRODUCTS
The trading volume for currency-linked
products was HK$436 billion in 2021, a
fall of 20% from 2020. Of the transaction
amount in 2021, 85% was sold by RIs and
15% by LCs.
Based on the top five currency-linked
products, the share of products linked to
the renminbi and US dollar increased to

Transaction amount for structured products (2021 vs 2020)

The HK$379 billion decrease in the
transaction amount of structured
products was mainly attributed to drops
in the sale of commodity-linked products
(by HK$339 billion) and currency-linked
products (by HK$109 billion), partly set
off by the increase in the sale of equitylinked products (by HK$77 billion).
EQUITY-LINKED PRODUCTS
Equity-linked products remained the
most popular structured products in
Hong Kong which saw their trading
volume increasing by 5% to HK$1.7
trillion in 2021, of which 87% were sold
by RIs and the remaining by LCs.
Some large firms attributed the increase
in client activities in equity-linked
products to buoyant equity markets,

Source: SFC-HKMA joint survey on the sale of non-exchange traded investment products 2021
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Industry sector of underlying equities of top five equitylinked products

Underlying currenct pairs of top five currency-linked
products

Source: SFC-HKMA joint survey on the sale of non-exchange traded
investment products 2021

Source: SFC-HKMA joint survey on the sale of non-exchange traded
investment products 2021

47% in 2021 from 13% in 2020. According
to the report, more clients invested in
short-term dual currency notes in USD/
RMB for yield enhancement as the
renminbi strengthened against the US
dollar during the year.
COMMODITY-LINKED PRODUCTS
The trading volume of commodity-linked
products declined by 72% to HK$131 billion

in 2021 amid a decrease in demand for
gold-related products. Of the total, 97% was
sold by RIs and the rest was sold by LCs.
Over 90% of the commodity-linked
products were tied to the price of gold,
like the previous year. In 2020, the
high level of uncertainty in the global
economy due to the outbreak of the
COVID-19 pandemic fuelled demand

for gold and gold related products,
according to the report.
During 2021, as vaccines were approved
around the world and governments
started to reopen their borders, investors
were optimistic about a global economic
recovery. The demand for gold-related
products decreased, resulting in a drop
in the total volume traded.

Westpac offers investors 25% discount to exit structured products
Westpac is seeking to exit Self-Funding Instalments (SFIs) by putting a vote to investors on bringing forward the completion
date of the structured warrants to 17 November 2022 as the bank refocuses on core banking.
The decision follows changes in Westpac’s strategy to simplify its business and focus on core banking in Australia and New
Zealand. The wind-down in Westpac SFIs commenced in November 2020 when the Australian bank ceased issuing new
Westpac SFIs and moved to ‘bid-only’ support for Westpac SFI trading.
SFIs are a form of structured investment product that allow investors to buy shares in two payments. The first payment is
usually between 40% and 60% of the current price of the underlying shares. By making the first payment, investors receive
the full benefits and any share price movements, dividends and franking credits.
SFIs include a limited recourse loan, which is equal to an instalment payment - the loan attracts interest, which is calculated
and capitalised daily. This means that the loan amount and, as a result, the instalment payment, will increase each day.
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SK regulator vows to close Heritage DLF
inspection by year-end, DLS activity halves
The Financial Supervisory Service (FSS) plans to conclude the redress to investors
involved in the Germany Heritage derivative-linked securities (DLS) case in 2019.
The non-principal protected DLF was
sold to nearly 2,000 Korean investors,
mainly retail, and its default of
repayment has triggered frozen assets
worth KRW520.9 billion (US$364m) in
the country.
'There were obstacles in acquiring
some documents from overseas
and there were delays due to the
prosecutors’ ongoing probe into the
product,' said Lee. 'We plan to closely
review the German heritage DLS and
will report our management plans on
how we operate our dispute settlement
committee.'

In a parliamentary audit on 11 October,
Lee Bok-hyun (pictured), the FSS
governor since June 2022, said the
regulator will complete the inspection
into the troubled DLS, which was
wrapped as a derivative-linked fund
(DLF) and led to losses for retail
investors in the second half of 2019, by
year-end.
The pledge follows public criticism that
the financial watchdog failed to prevent
regulatory breaches including fund
fraud scandals and illegal short selling.

Managed by Singapore-based
Banjaran Asset Management, the
German Heritage DLS was distributed
by Korean financial institutions,
including Shinhan Financial Investment.
It tracked funds invested in convertible
bonds issued by a special purpose
vehicle (SPV) that offered loans to
German Property Group, a real estate
firm. The non-principal protected
DLS failed to meet repayment after
the German government declined to
greenlight the property projects tied to
the product.
The settlement of the German Heritage
DLS is taking longer compared with
other troubled DLS that resulted in a

loss of KRW445.3 billion, and a KRW1.6
trillion fraud scandal by now-defunct
hedge fund Lime Asset management
from late 2019 to early 2020. The
reimbursement of these products
has been carried out by distributors
including Woori Bank and the Industrial
Bank of Korea, as ordered by the FSS.
Lee also noted that the FSS has been
investigating several cases of illegal
stock short selling and other related
unfair business practices.
The sales volume of DLS in South
Korea has continued to decline in
the third quarter of 2022 since the
outbreak of the mis-selling crisis,
which led to significantly tightened
regulations.
There were 140 DLS issued by a
group of nine local securities houses
during the three months, driven by
Samsung Securities (63) and Dongbu
Securities (24), SRP data shows. Their
notional amount reached US$537mequivalent, which was almost halved
year-on-year, or down 42% compared
with a quarter ago.
Among 42 underlying assets, the most
popular ones for the new issuance were
the credit of K Water, Korea Land &
Housing Cop and Daegu Urban Corp.

We plan to closely review the German

heritage DLS
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Foreign banks eye commodity derivatives as
QFII rules are softened
UBS and HSBC have started to facilitate commodity futures and options on five exchanges
in China for qualified foreign institutional investors (QFIIs) on the back of relaxed rules.
which are available to (R)QFIIs for trading
at four other exchanges - the Shanghai
Futures Exchange, Shanghai International
Energy Exchange Center, Dalian
Commodity Exchange, and Zhengzhou
Commodity Exchange.
There are 48 future types and 26 option
types listed across the four exchanges at
present.

In a first for the Chinese market, UBS
Futures, the futures brokerage arm of
UBS Securities in China, executed its first
domestic commodity futures transactions for
qualified foreign institutional investors (QFIIs)
and RMB QFIIs (RQFIIs) on 11 October.
QFIIs and RQIFFs are inbound investment
programmes, which enables qualified
foreign institutional investors to gain
direct access to trade A-shares, bonds
and securities investment denominated in
onshore Chinese yuan (CNY). QFIIs remit
foreign currencies while QFIIs use offshore
Chinese yuan (CNH).
Established in 2014, UBS Futures has
been monitoring the opening up of China's
futures market, while leveraging UBS'
network to target overseas clients since
2020, stated UBS.
'We look forward to the further
liberalisation of the financial derivatives
investment policy under the new QFII
rules, which will provide more investment
and risk management tools for investors
and will encourage overseas investors
to actively participate in China's capital
market,' said Thomas Fang (pictured), head
of China global markets at UBS.
The trade follows the listing on 2
September of 23 types of commodity
futures and 16 types of commodity options
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"The regulatory change will enable
offshore investors to invest in structured
products tied to the approved commodity
underliers, which helps with the
internationalisation of China's capital
markets," a senior market source told SRP.
However, according to the banker, that
market remains insignificant because it's
uncommon to trade structured products
through QFIIs. Commodities remain
unpopular underlying assets even in
the onshore structured product market
compared with equity indices and interest
rates.
‘QFII business and international products
have always been the strategic focus of
UBS Futures,’ said Ben Teo, the chairman
of UBS Futures. ‘Over the years we have
efficiently served QFIIs in the hedging
business of China Financial Futures
Exchange, and now we will also be able to
assist their trading in domestic commodity
futures.’
Also, on 11 October, HSBC announced a
commodity futures trade for a QFII hedge
fund, which has been actively investing
in China and using HSBC as its local QFII
custodian.
There were 723 QFIIs and 22 QFII
custodians as of September, according
to the China Securities Regulatory
Commission (CSRC) including several
foreign banks acting as custodians -

Citibank, Standard Chartered Bank, DBS
Bank, Deutsche Bank, Bank of TokyoMitsubishi UFJ, BNP Paribas and HSBC
Bank, which was appointed by 249 QFIIs.
'We expect to see more derivatives
trades through QFI routes, as investors
take advantage of the recent regulatory
changes for the purpose of hedging and
risk management within their portfolios.
We are pleased to help our clients to
optimise their renminbi allocations,' said
Rafael Moral Santiago (right), regional head
of Apac and Middle East, North Africa and
Turkey for Securities Services at HSBC.
In addition, equity index options became
accessible for (R)QFIIs at the China
Financial Futures Exchange from the same
day – the bourse currently lists options on
the CSI 300 and CSI 1000 indices.
On 19 September, HSBC facilitated an index
option transaction on the China Financial
Futures Exchange placed by a Hong
Kong-based hedge fund, becoming the first
international custodian bank to enable a
QFII to invest in China’s futures markets.
HSBC didn't disclose the underlying asset
and notional amount for both trades.
The expanded investment scope for (R)
QIFFs was initiated back on 25 September
2020 when a group of financial watchdogs
co-released the Provisions on Issues
concerning the Implementation of the
Administrative Measures for Securities and
Futures Investment Made in China by QFIIs
and RQFIIs.
In September 2019, the restrictions on
investment quota for QFII and RQFIIs
were removed to 'implement the
deployment of the central government
on further opening up China’s financial
market,’ according to the State
Administration of Foreign Exchange.
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Exclusive: BofA names Apac head of
derivatives distribution
The US bank has promoted its Apac head of equity derivatives distribution.
sources. A spokesperson at the US bank
confirmed his role in Singapore.
Davoust joined BofA as managing
director, Apac head of equity derivatives
distribution in November 2019. His
representative licence with Merrill
Lynch Far East was terminated on 31
August 2022, according to Hong Kong's
Securities and Futures Commission (SFC).

Arnaud Davoust has relocated to
Singapore from Hong Kong SAR to
take on a new role as head of Apac
derivatives distribution and head of
Singapore equities.
Davoust will continue to report to
Olivier Thiriet (pictured), head of Apac
equities, in Hong Kong SAR, according to

The veteran structurer has been licensed
with Merrill Lynch (Singapore) since
11 October 2022 under the Monetary
Authority of Singapore (MAS).
Davoust was poached by BofA from
Société Générale where his last role
was managing director, head of financial
engineering for Japan based in Tokyo.
During his 13 years at the French bank,
he started as an equity derivatives

structurer in July 2006 before becoming
head of cross asset pricing, private
wealth management in Paris in July 2010.
Davoust then relocated to New York as
head of cross asset pricing for Americas
until his move to Tokyo in August 2015.
Prior to joining the French bank, he
spent a year at HSBC as an equity
derivatives structurer.
The US bank which remains a small player
in the Apac retail structured products
market returned to the top 10 in the US
market league table in July with a 5.8%
market share. Also in the US, the bank’s
brokerage business, BofA Securities, was
fined US$5m by the US Financial Industry
Regulatory Authority (Finra) for failing to
report accurately over-the-counter (OTC)
options positions and related supervisory
failures, as SRP reported.

StanChart debuts ESG structured note out of Taiwan
issuance follows a number of sustainable
finance transactions from Standard
Chartered over the last few months
including a sustainable fiduciary deposit
offering in the UK, an ESG Islamic repo
transaction with a Malaysian bank, and
its first Sustainable Export Letter of Credit
programme.

Standard Chartered has launched the first
ESG structured note issued in Taiwan by
the Bank with a US$40m ESG structured
Formosa note that sold to investors in
Taiwan.
The UK bank’s inaugural Formosa note

The US$40m Formosa note, issued by
Standard Chartered Bank from its note,
certificate and warrant programme, has
a 10-year tenor and is callable after three
years by the issuer.
‘Only a very small number of sustainability
bonds have been issued to support
emerging markets in their transition
to a low carbon future,’ said Amit Puri
(pictured), global head of sustainable

finance at Standard Chartered. ‘Yet it
is these very countries that will have a
major impact on the world’s ability to meet
climate targets.’
Standard Chartered has printed more than
90 Formosa trades and brought more
than 40 foreign issuers to the country,
according to Ian Anderson, CEO at
Standard Chartered Taiwan.
‘The new structured notes will help
finance the bank’s Sustainable Finance
assets including offshore wind assets and
green energy projects located in Taiwan
and globally,’ he said.
This is the sixth issuance by the UK bank
year to date in the Formosa market. E.SUN
Bank was co-manager in this transaction.
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GSR: a long way for complex crypto structures
Covered calls and put options will remain the preferred options types in the crypto
structured products market for a while due to the high volatility of this asset class,
and the incapacity for trading desks to hedge crypto exotic risks.

In an interview with SRP, Chuan Jin Fong
(pictured), managing director, head of
Asia sales at GSR, discusses the key
aspects for structured products linked to
cryptos, including issuer credit, pricing,
funding cost and wrapper.
What is your observation in the
development of structured products in
crypto?
Chuan Jin Fong: The structured product
space in crypto has not evolved as
quickly as some people might think. The
key is that the nature of a structured
product is hunt for yield. Investors want
customized risk profiles. The crypto
space has a few different nuances.

First, it is very hard to find an issuer
of cryptocurrency-linked structured
notes. Banks can't take delivery of
the underlying if they want to do a
structure like equity-linked notes (ELNs)
on crypto because to do so requires
a custody concept, which a lot of
banks are still sort of figuring out what
they can and cannot hold. You can
overcome this by delivering a future and
rolling it. But investors want to receive
cryptocurrencies.

Chuan Jin Fong: The ability for desks
to hedge crypto exotic risks doesn't
exist right now.

I did some of the most complicated
trades from SPV repack notes for Taiwan
and Korea in traditional finance (TradFi).

In crypto, a Monte Carlo simulation
is only as strong as the inputs. If you
think about the concept that we have in
banking, which is GIGO - garbage in and
garbage out. If the inputs into the Monte
Carlo simulation are insufficient, there's
no point relying on the output. And
that's what we lack. We don't have such
things as forward volatility or the proper
surfaces across coins yet.

But you will never see that in crypto
due to the nature of high volatility in
crypto for now, which allows you to
keep the structures really simple, such
as selling a covered call or a put option
on the crypto. In this case you're already
achieving yields of 20% to 40% pa.
without even going so far down the
curve.
And the best thing about crypto is how
the whole curve is shaped. A lot of that
volatility is in the front end of the curve,
unlike in traditional structured products
where you must go for the tail end and
longer-dated risk for more volatility.
How's the hedging capability in the
market?

There're two ways of pricing complex
structured product. You either do it via
individual Black Scholes option pricing,
combine them together, calculate a
correlation, take a fee, or use a Monte
Carlo simulation, which will run the
model 5000x or so weighted outcomes
and work out a value.

As for the Black Scholes model,
technically we can calculate a
correlation, but that correlation is valid
at this point in time. In crypto, correlation
comes and goes very quickly. Everything
may correlate with Bitcoin.
What's your expectation in the next
few years?
Chuan Jin Fong: We are going to see
an evolution, but it will only happen as

The best thing about crypto is how the whole
curve is shaped
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volatility in the space starts to dampen,
which I do not see any time soon. And
now as more sophisticated participants
come in, a problem of crypto is that
there're large trading desks like GSP
on the sell-side, but it's not complex
organizations on the buyside – there're
some retail investors, family offices and
a few smaller funds. So, the market is
very imbalanced for evolution.
In Asia, some of the trading desks that
we come across regularly in the vol
space are Genesis, GCP, Wintermute,
Amber and a new one called Orbit
Markets.
It's noteworthy that you need balance
sheet to create a proper structured book
and the ability to sit on volatility. I think
balance sheet is something that we take
it for granted. Banks have huge balance
sheets. But in crypto, the amount of risk
that can be taken is huge.

Have you seen exotic structures in
crypto?

to insufficient funding. So, investors start
to do SPVs.

Chuan Jin Fong: In the last two months
we've seen a lot more people starting
to look at things like barriers, such as
American and European knock-ins. We
have seen some baskets, but I don't
think they are sophisticated enough to
do worst off or best off. Instead, it tends
to be more equal-weighted baskets.
The key lies in how you price the worstoff and what correlation to be used.

In crypto, you can't do that because
the options are just way too expensive.
Volatility high means good or bad. On
one side you can generate by selling.
On the other side, it's very expensive to
buy. You barely see principal protection
in the market.

What are the challenges?
Chuan Jin Fong: Wrapper is another
issue for structured products. I would
look at funding spreads when I used
to structure principal-protected notes
(PPNs). The funding curve for most
institutions tends to be upward sloping.
We never see a PPN in equity, which
typically last for one to six months, due

In traditional markets, investors want
an issuer who is investment grade. We
don't have that in crypto. That's the
problem. We don't have supranational
companies.
One mechanism in crypto that investors
use to generate yield is staking, which
is also partly why structured products
didn't really take off. Staking in crypto is
a massive business. If an investor holds
on to three of the layer ones, he or she
probably can get around 6% pa.

Julius Baer enters China offshore market
via partnership
Structured products
accounted for four
percent of the AuM
in H1 2022
Julius Baer has become a strategic
investor and business partner of China’s
Grow Investment Group as a first step to
enter China’s onshore market.
Under the terms of the agreement,
the new partners will jointly establish a
distribution network for Grow’s domestic
clients to access selected Julius Baer
offerings via Qualified Domestic Limited

Partnership (QDLP) products while the
Swiss bank’s clients will have access to
local investment expertise and assets via
Qualified Foreign Institutional Investor
(QFII) products.
Grow is a Shanghai-based domestic
asset management company established
in June 2021 with the goal of becoming
‘a world-class, next generation asset

management firm with a focus on China’.
The amount of the transaction amounted
to a low double digit million US dollar
equity investment which has not been
disclosed.
‘The cooperation between Grow and
Julius Baer will undoubtedly create value
for these clients and support our growth
plans for this important market,’ said
David Shick (pictured), head of Greater
China at Julius Baer.
The Swiss private bank reported
CHF17.1 billion worth of assets under
management linked to structured
products in H1 2022.
Structured products accounted for four
percent of the AuM, or CHF17.1 billion, after
equities, investment funds, client deposits
and bonds/convertibles. The amount
translated to a decline from CHF19.3 billion
a year ago as well as six months ago.
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SRP Americas 2022: good news for
structured products
A group of senior industry experts offered their views on the current state of the market
across the continent and discuss opportunities, risks, and expectations in an increasingly
volatile and competitive market during SRP’s Americas Conference 2022
to tailor the return to the view and sort of eliminate some of the
tail risk, the main concern at Capstone Investment Advisors is
inflation.
“The number one theme across pods is inflation,” said Ilya
Gofshteyn, head of macro strategy, Capstone Investment
Advisors. “We spent a lot of time thinking about the implications of
inflation and specifically, whether we're witnessing a regime shift.”
According to Gofshteyn, there was an expectation last year that
inflation was going to roll over and take the market back to an
environment that resembles what we had in the last cycle, but it
looks like that's not going to happen.

M

arkets have performed sluggishly since the beginning
of the year but sales and issuance in the Americas
are up compared to 2021. Rates and volatility inform
everything that structured products issuers do and this
year has been one of rather rapid change, which requires people
to innovate on the fly and figure out how they want to deploy
structured products within their portfolios, according to Brandon
Igyarto, managing director, J.P. Morgan (pictured).
“With the market being down 20% that's really where a lot of our
conversations start,” he said.
“We are not changing our pathways, but we're reassessing based
on the opportunities that are currently available. Over the last
two years the trend was heavily towards income paying product
because that's where the real need was, but with the markets
being down people recognise there's an entry point opportunity,
and potentially they also have more discount through the yield
curve which can help to provide better optics longer term.”
As issuers look at the market volatility and rates to see how best
deploy new products in a portfolio, as well as other levers that
they have at their disposal through the structured products toolkit
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“It seems we’re going to have elevated tail risks on both sides
of distribution for years to come,” he said. “And if that's the case,
you must position portfolios to protect yourself in an environment
where the extremes are magnified and where the normal
distribution is much narrower. That is good news for the structured
products space because these products allow for a much more
targeted and less sort of directional expression of views.”
NOVEL ENVIRONMENT
Richard Vagnoni, senior economist, Finra, noted that it has been
40 years since the market saw an environment like this - rising
rates with inflation.
“There's always a concern around rising rates since they were so
low - this is a very novel environment, especially for a lot of new
financial professionals as well as for newer investors who are not
accustomed to seeing these kinds of markets,” said Vagnoni.
“It's a concern from a regulatory perspective around complex
products – it is important that investors understand what those
products are and what they're offering. As an industry we have
to make sure that people are educated, both the financial
professionals who are selling these products, but also the investors
to make sure that they get the outcomes that they expect.”
The new environment has opened up a lot of opportunities for
newer strategies or types of products and exposures, according
to Vagnoni.
“Structured products can be very flexible and adapt to different
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market environments and offer some kind of protection, he said.
“Given the way the markets have been moving, that's a very
attractive feature for investors. But there obviously are costs
associated with that which investors must understand. We're
concerned about making sure that people are offering products
understand what they're selling and that people who are
ultimately buying these products also understand the risks.”

According to Ygiarto, the inflationary environment coupled with
high rates it may have a rather profound impact on the types
of stocks we see going forward and the need for principal
protection. “It's not surprising that folks want more capital
protection products when the markets are turbulent,” he said.
“It's helpful that rates are higher so that we can respond to
demand for those products.

At BBVA, the overriding theme over the last few months has
been the rise in interest rates, according to Vicky GarciaRubiales, head of structured product sales US & Latam, BBVA
Securities.

“The concentration on autocallable income products we saw
over the last couple of years was based on a simple pitch - short
duration and good credit. These products can deliver high
yields when the yield curve is basically flat or at very low levels.”

“This has allowed clients to invest in products that previously
priced off or didn’t price at all,” she said. “There's been a huge
increase in appetite for protection which we can now deliver
with quite interesting payoffs.

This is not the case anymore, but the panel agreed that the
growth of the industry when markets are down and is not having
that level of reinvestment opportunity coming from old products
is a testament to the strength of these other product types.

“We've seen quite a notable shift in the offshore market which
was almost driven exclusively by Phoenix autocall and baskets
of single stocks towards baskets of indexes which have
dominated issuance and sales this year. We are starting to see a
shift back into single stocks over the past month.”

“The distribution business must help illustrate what happened
in years past,” said Ygiarto. “Going forward, I suspect that the
autocall will remain popular because it offers some element
of outperformance and it's a big unknown whether Treasuries
will deliver. Investors continue to want to put their money into
structured products because they can get the extra yield and
they can express their views via principal protected CDs, point
to point products, growth products where you monetize the
extra money you have to spend on the options, etc.”

From a payoff perspective, BBVA has also moved from income
products to participation products, particularly principal
protected because “they now actually price well and you can
get an interesting return”.
“Additionally, investors in the offshore market are shifting from
equity to other asset classes with rates and FX products driving
new demand - particularly dual currency notes and wedding
cake payouts,” said Garcia-Rubiales. “We also see a resurgence
of credit linked notes among some pools of investors, and in
particular in tranches of indexes where clients can fully customise
their risk profile within a product and an underlying index.”

The rise of platforms and technology has also helped to
integrate the structured products toolkit in the workflow of
advisors, streamlining the issuance process at every level.
“With market uncertainty advisors are much more likely to go
outside of their core comfort zone to deliver value for their
clients,” said Ygiarto.

Adam Siegler, managing director, Goldman Sachs, noted that
the reemergence of capital protected products has been
happening in a big way over the last few months.

Siegler concluded that it is important that investors are aware
and understand that protection is not free and comes at a
cost, while Finra’s Vagnoni pointed that these products will be
monitored.

“We see this with a revival of market-linked certificates of deposits
and notes too,” said Siegler. “We see it in lots of different places
and it’s a story that will continue to go forward. We've seen
consistent demand amongst investors in the product, despite a
relatively rocky market because a lot of the products that we put
out there with buffers and protection are working.”

“Looking at the environment, we would expect to see a lot more
interest in principle protected products,” said Vagnoni. “Coming
out of the last financial crisis, there was a big shift toward
capital protection and CDs, especially coming out of concerns
related to the credit risk of issuers. This time around is more of a
sentiment driven by the change in rates.”

CAP PROT FOCUS
Although volumes are down compared to last year, the
knowledge of the product has increased over the last five to ten
years, and platforms are also helping to grow the market.

From a regulatory perspective, Finra will be looking “closely at
those products when they were very popular in the past and I
think we'll look at those again”.

“Those are those are the three trends we see on a backwardlooking basis,” said Siegler. “The inflation question is really the
new one. We haven't seen inflation like this in our industry we've seen high rates, but we haven't seen inflation like this and
don’t know what the impact is going to have on products.”

“We are also looking at other products where there's been
a migration of these kinds of payoffs - defined outcome
products offering some kind of downside protection, which
have been commercially very successful,” he said. “Given the
current market environment, there are positives and potential
challenges and we'll be looking at that those pretty carefully.”
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SRP Americas 2022: crypto structured
products can be done on TradFi set-up
Rehan Tariq, head of trading and structuring at Murex Americas, presented a case study during
the SRP Americas conference in Chicago based on a research and development (R&D) project
to provide investors with exposure to crypto beyond the cash and listed markets.

The main challenge
to increase adoption
is regulation

T

he research and development (R&D) project was
developed for clients interested in issuing crypto-linked
structured notes and looked at different payoffs including
yield enhancement, reverse convertibles and autocalls,
as well as dual currency deposits, power reversal dual currency
notes and principal-protected notes.
“The research has not gone through compliance but provides a
case study for crypto structured notes,” said Tariq (pictured). “For
us, it was a way of confirming Murex’s MX.3 integrated platform
readiness in terms of pricing, risk management, hedging and
workflows, etc.”
Of course, the research made some assumptions - using relative
volatilities from option exchanges and created a generic index
instead of using a published benchmark.
“We used our advanced equity local volatility model to price
autocalls and black model for capital-protected notes where we
looked at different levels of yield and protection levels, notes
pricing and hedging. The yield curve was modelled based on
the exchange trade futures to calculate the forwards and implied
rates,” said Tariq.

FINDINGS
The conclusion of the Murex research confirms the system
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readiness, said Tariq. “As a proof of concept everything worked
as expected, as with any other structured note - hedging, back-toback trades, risk management, as well as pricing and issuance,”
he said.
There is appetite from issuers of structured products to enter
the crypto market as investors increase their demand to get
exposure to this asset class, but from Tariq’s perspective a lot of
things need to happen before it gets to active trading in the North
American market.
“There is a lot of talk about the applications of blockchain
technology to deliver these new crypto structured products settling trades – and how other areas of the value chain beyond
issuance such as custody could be impacted,” he said, adding
that the Murex research was purposely based on the classical
trading and settling set up as “this would help to remove the
dependency on blockchain technology”.
According to Tariq, an increasing number of market players are
seeking exposure to cryptos and ways to participate and bring
products to market, but they want to do it within their existing
framework.
“There is a lower barrier for entry if the notes are issued in a
classical way where the payoff is linked to crypto index instead
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of going full on DeFi and settling it on a block chain,” Tariq
said. “Regardless, even if the note is issued utilising DeFi and
settlement is on some blockchain, the pricing, hedging, trade
repository and issuance process still follows the classical methods
and the proof of concept is still relevant. Only the settlement
system would change.”
ADOPTION
The main challenge to increase adoption is regulation, according
to Tariq. “The US does not have the spot ETF fully approved yet
and you can only access these products via ETNs, Exchange
traded Futures or directly buying crypto from the crypto
exchanges,” he said. “The recent downturn in the crypto market
has also turned off a lot of investors for now.”
However, Tariq sees the offering of digital currencies by the
central banks as one of the turning points and catalysts that may
help push the market forward in the coming months and years.
“Investors would want to buy or get exposure to digital currencies
issued by central banks, and if the system turns out to be stable
you could see currency notes being replaced for at least some
payments as we saw in few jurisdictions recently,” said Tariq.
Structured products are well positioned to promote adoption and
take advantage of the demand for crypto exposure as they can
capitalise on their flexibility to cater for different risk profiles.
“Capital protection is a very powerful selling point,” said Tariq.
“Many bitcoin investors that got burned with the recent crash
would have been very happy if they had invested in crypto-linked
capital-protected notes.
“People want to get exposure, but they also want to be protected
against volatility.”
For investors with a strong conviction that crypto is here to stay,
autocall and reverse convertible structures can take advantage
of the volatility to deliver high yields of up to 15% “because when
you sell the put, you will get all that premium and you can stack it
up to your bond, and offer a higher yield”.
TARGET MARKET
According to Tariq, structured notes can also cater for more

sophisticated investors and offer more complex payoffs and
innovative underlyings (baskets) to extract value of this asset class.
Currently, if a Japanese investor, for example, wants to get
exposure to USD rates via a power reverse dual-currency note
(PRDC), they buy bonds and Japanese yen, but they get rates in
USD, and there are all sorts of FX options embedded in them.
“We expect dual currency crypto deposits to gain increasing
traction especially among foreign investors,” said Tariq. “Doing
these products with cryptos would be a completely different
experience if cryptos are yielding some kind of interest rate
from a repo market or from staking, and investors want to get
exposure to that.”
This is what some crypto hedge funds were doing - staking
strategies and getting yields up to 40- 50% because of supply
demand. One side of the market wanted to short it but there was
no easy way to short it so they had to borrow and then assume
the price would go down, but then borrowing costs started to go
up and made these strategies too expensive.
“If somebody wants to get exposure to those interest rates,
instead of going for that kind of strategy they can just buy
a structured note linked to crypto/interest rate and get the
exposure they want,” said Tariq. “Then it becomes a similar
concept as dual currency deposits, which you can link to staking
rates or repo rates.”
OUTLOOK
According to Tariq, crypto-linked structured notes will take a
while to become mainstream in North America but as the market
evolves more investors will contemplate entering the market
either via cash, trading futures in CME and ICE or investing in
exchange-traded products (ETPs) which have become a growing
business especially in Canada.
“The exotic (derivatives) part of the crypto market is moving
slowly as most of the demand is concentrated in cash or vanilla
trades,” said Tariq. “Enquiries have gone down in the last couple
of months as the market has been not performing very well, but
we expect requests to resume once the market stabilises. The
current market level is also offering an interesting entry point for
investors to take advantage when the market bounces back.”

There is a lower barrier for entry if the notes
are issued in a classical way
www.structuredretailproducts.com

29

SRP AMERICAS

SRP Americas 2022: lack of ESG
regulation will impact indexing
Rick Redding, CEO of the Index Industry Association (IIA), shared the most recent
developments in the indexing space and his views about the challenges index providers face
as new ESG (climate disclosure) and retail investors (complex products) come into force.

Lack of regulation
will cause problems

O

ver the last two years the number of fixed income
indexes has grown by 15% which is much higher than
what we have seen in the past, according to Rick
Redding, president of the Index industry Association
(IIA) (pictured).

bigger than in Europe where you don’t see municipal
bonds”.

On the equity side, equity indexes continue to dominate
representing 76% of global indexes yet the increase in
interest rates and inflation fears have triggered a shift
towards index-linked protected products, which “is really
interesting because back to mid last year, when the market
was going straight up, few investors were looking for those
kind of products”.

From an asset class allocation, fixed income is on par
with equities with commodities increasing their weight in
portfolios compared to last year.

Redding noted that the Fifth Annual IIA Benchmark survey
revealed significant growth in ESG, continued fixed income
innovation, and heightened competition among index providers.
The survey unveiled more than 43% increase in indexes
measuring ESG criteria, 61% increase in fixed income
indexes, while thematic equity indexes grew more than 27%.
With almost 35% of the market share, the Americas remain
the largest provider of fixed income indices “because of the
collateralisation infrastructure market which is significantly
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In the equity side, global indices dominate with 28.5%
market share while the Americas only represent 9.05%.

According to Redding, the shift towards ESG has also been
noticeable in the indexing space over the last two years - the
latest IIA ESG survey with 300 asset managers in Europe and
the US found that ESG has become a priority for many asset
managers and that the percentage of ESG assets allocated to
portfolios is also expected to increase going forward.
However, the lack of regulation will cause problems to the
index industry because some of the implications of the new
regulatory developments go “beyond geographies”.
According to Redding, ESG can be compared to technology
which has also been a disrupter in the indexing space
and will continue to be in the coming years which poses
challenges because of the lack of a regulatory structure.
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2020 fixed income indices share by geography

2020 equities indices share by geography
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“It has a lot of implications,” he said. “We are going to start
to see a dichotomy in regulation globally which will impact
indexes a few years down the road.”

they're in compliance or not. The taxonomies are running
into big problems as regulators try to figure out how to do
it - country biases,” he said.

Europeans clearly are in the lead in ESG, but now some of
the Asia Pacific countries are coming up with their ideas,
and there has also been some really good work in the US
and Canada, said Redding.

Even on the ‘E’ side, the climate side, there is no data to
comply with some of the metrics product providers will be
required to disclose.

“The ESG ratings were the easy part but problems are
starting to surface. Asset managers don't know whether

The low carbon benchmarks developed in Europe can be
an alternative, but the market will hit some snags coming up
in the next year.
“You can’t comply with if you don't know the rules. The
market also has to consider the global implications of all
this,” said Redding.
Going forward, at a US level, the industry’s focus will be
on the impact of the new complex rules being put forward
by the US SEC, the impact of which are still to be seen but
Redding warned of an “aggressive SEC with 21 proposals
in its agenda”, and further disruption in other markets as
regulators like the UK FCA and the Belgian FSMA also
looking into this area.

Source: IIA

“Most of the focus is on market structure but they are also
looking into trading,” he said. “This will have a big impact i
n the market. A lot of the compliance, legal and
regulatory work from product providers over the next few
months will go into the potential impact of the complex
product SEC Rule.”
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SRP Americas 2022: platforms have
allowed small firms to scale
Multi-dealer platforms have changed the dynamics and trends around distribution of
structured products and have also increased the opportunities and choice for issuers,
advisors and investors.

Structured products
can be accessed
easily through
platforms

A

At Keebeck Wealth Management we believe structured
products will play a very interesting role in clients’ portfolios
moving forward because they can be tailored to the needs
of our clients which includes several ultra-high net worth
individuals.

Biju Kulathakhal: How would you describe the current
state of the US structured products market?

There is a kind of a common theme. They really want a
customised solution. If you do not have a volatility discussion
with your clientele, and have a balanced budget, forget all
the other asset allocation considerations, the client is not
going to engage in any meaningful discussion.

s we near the end of 2022, Biju Kulathakhal, cofounder and CEO, Halo Investing, and Bruce Lee
(pictured), founder, Keebeck Wealth Management
discussed during a fireside chat the challenges of
advisors in the current environment and how platforms can
help streamline and expand the distribution of structured
products in the US market.

Bruce Lee: The way I look at it is that for the last 38 years
the industry has been in a constant evolutionary roll and the
final expression is the Rila space.
There has been an alignment where advisors and investment
banks can work together to create powerful solutions as
opposed to selling a product. That alignment is now coming
to full fruition and that is why you are seeing so much growth
in the industry.
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The volatility tail winds provide an opportunity to show what
the potential could be for structure products or solutions.
You see a record level of cash and then we see this kind
of global macro environment that's really hostile right now.
And then you see this inflation which is like the high blood
pressure of our bodies - we cannot see it, we do not feel it,
yet it's killing us. Structured products are in a perfect position
right now to respond to the needs of investors.
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Biju Kulathakhal: How do your clients look at risk?
Bruce Lee: Risk is one of the first few things advisors talk
about with clients, and we try to synthesize highly complex
issues into very simple modules. One of the taglines we
use, is to transition the client from being the CEO of his/her
company to be the CEO of their capital.
The first question we normally ask is how they view risk
and 99% of people view risk as volatility. But then you can
have an asset that went from 10%, to five to 15%, and that is
actually a 50% return, but all you are going to remember is
the 10% to five. So, if we mute that volatility and focus on the
reward from a return perspective, that is what you can offer
with structured products.
Biju Kulathakhal: Traditionally structured products were
mostly a high-net-worth product, not so much a mass
retail product, as these investors care a lot more about
the downside and structured products played very well
into that risk discussion. How have platforms changed the
distribution dynamics for structured products?
Bruce Lee: We are going through that trend right now.
Structured products can be accessed easily through
platforms and they resonate with retail investors not just
because they can offer protection on the downside as they
offer potential for upside as well.
Volatility typically drives really poor decisions up or down.
So, when you see Netflix go to 500 people just pile up into
Netflix. And those are not just retail investors, those are
institutional as well. And when Netflix was 140, everyone
comes out of Netflix. Those decisions and those biases
cost advisors and investors a lot of time and money. With
inflation starting to run rampant and even Bitcoin and some
of the other more esoteric securities becoming questionable,
structured products are well positioned to play a very
interesting role moving forward.
Financial technology and platforms have created what I call a
digital army that allows small firms like ours to scale without
having to hire people like you would have done in the old
world. I see this trend continuing to grow. Anything that deals
with exchanges whether it is a stock and index, or a security
is helping to the democratisation of that product. The next
gen of investors that are coming up are going to be looking
for these types of solutions going forward.
Biju Kulathakhal: Multi-dealer platforms provide a place
where the buy and sell side can meet in an easy, efficient
way and can take off a lot of friction we had with certain
products in the sales process. Are your embracing this
approach?
Bruce Lee: We are still advising older clients in their late

50s or older, but I have been noticing that the younger
generation is using technology ten to one. For us, it is clear.
If we are not prepared from a technological perspective
to have those answers, we are going to fall way behind.
The real opportunities you are going to see when the
older generation passes away and transfer their wealth are
gigantic. I think the banks and the institutions that embrace
financial technology are going to be very wealthy from a
value perspective.
Biju Kulathakhal: Does this mean multi-dealer platforms
can go beyond the connectivity discussion?
Bruce Lee: If you are talking to advisors, all they think about
98 percent of the time is how to gather assets and there is a
record level of cash siting on the sidelines in a very volatile
market environment. If you can figure out a way to talk to the
advisor and show what structured products can offer as a
solution to gather assets and to engage in a volatility budget
to get higher returns those client advisor are going to come
on board and look for solutions and products offered by the
different institutions on multi-dealer platforms.
Biju Kulathakhal: What kind of returns are your clients
targeting in the current environment?
Bruce Lee: The high-net-worth investor, whether its wealth
is north of US$50 million is looking at a two-year yielding
higher than the tenure. And so that inverted relationship is
scaring people and cash There's no safe haven to go, even
if you buy treasury you lose. So, you face being an advisor
that only guarantees a loss. And that's normally what scares
investors. Even on a 60/40 plan, if I am making three to
four percent on fixed income, I am still losing. This forces
the ball to have to go into risk assets. If you have a volatility
budget of 17% or greater, I would recommend just buying the
SPDR S&P 500 ETF Trust (SPY) or the iShares Core Growth
Allocation ETF (AOR) close your eyes and go - we'll charge
you nothing for that.
The problem is that to the right side you have an investment
strategy and to the left, most of these high net worth
individuals are spending like crazy and they've gotten really
rich lifestyles, and so they need consistency in their returns
which is why these types of structured solutions are going to
play a very big role.
Over the next three to five years inflation is going to be very
unsettling for individual investors. Investors are looking for
products that can deliver very high coupons consistently
even if the underlying crashes by 30 or 40%. We will have to
come up with those types of solutions because going into
hedge funds and private equity is not an alternative because
the lockups and the outcomes are still not definable. The
traditional 60/40 is for now is pretty broken and structured
products can take advantage of that.
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SRP Americas 2022: Rilas drive payoff
migration, demand for customisation
Industry leaders joined the SRP Americas 2022 conference last week to discuss trends
and innovations in the indexed insurance world and the significance of the change in the
interest rate environment.

Inflation will be
“top of mind” for
annuity carriers

F

ixed indexed annuities (FIAs) and registered indexlinked annuities (Rilas) are the fastest growing
structured products in the US market. The emergence
of thematic investing means investors can now
choose a myriad of thematic indexes to support structured
products and build around current and future predicted
megatrends.
“We have definitely seen a lot of growth in the last two or
three years,” said Tamiko Toland managing director, TIAA
(pictured). “The financial crisis presented an opportunity
for the expansion of the insurance industry and for the
blossoming of innovation and product development.”
According to Toland, Rilas and FIAs can offer features that
are not otherwise available with other products and are
unique to insurance and retirement products.
“We also see the inclusion of defined outcome funds
(structured ETFs) into the variable annuity space. Any index
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strategy or fund that has a buffer structure or a floating floor
are structurally competitive in the annuities market.”
Indexed annuities were a brand-new product back in 2009
and they have not been around for that long. Yet, in 2021,
FIA total sales were US$64 billion Indexed annuities.
“[Indexed annuities] are no longer a blip on the charts and
have grown faster than other categories between 2020
and 2021,” said Toland, adding that despite the rapid rise in
interest rates, the overall trend is of continued growth.
“The industry has been transformed over the last 15 years
on the back of the expansion of the independent and nonregistered channels which can actually serve as a wide
range of different end clients,” she said.
Andrew IpPingWah, director, Credit Suisse, noted that the
success of indexed annuities was built on the product’s
simplicity.
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“FIA is a very simple product and in many ways it's the
baseline from the insurance company's perspective,” he
said. “At a product development level generally you look at
the underlying asset and how to deliver performance buying
call options.”
OPTIONS BUDGETS
According to IpPingWah, if we go back two, three years, the
low interest rate environment meant you had a budget of 2% to
buy options and that limited what it could be offered.
“It will be interesting to see going forward if the change
in interest rates can yield some sort of spike substantially
between the money rates and the option budgets,” he said.
“With interest rates as they are you may get 3% or even 4%
for you options budget but you could also look at higher
targets on vol indices of 8% and 10%, and move away from
just European call options and consider other payoffs like
lookback.
“Indexed annuities have a wider scope than other annuities
as it is a vehicle you can use to take market risks. They are
the structured notes equivalent in the insurance space –
they can offer partial protection and better potential upside
participation.”
From a hedging perspective, things have not changed that
much because at the end of the day, the product manufacturer
has to hedge a call option, according to Cheng Ju, product
manager, index derivatives, MSCI.
“I think what has really changed over the years is the wide
array of indices that are available to policyholders and the
complexity that is embedded on these indices,” said Ju.
“There are about 150 indices in the FIA marketplace right now.
The idea of momentum and factors has been reinvented 100
times already and I think people and carriers are trying to
get more focused in terms of the thematics that can fit their
investment goals.”
Ju believes this is a positive development for the entire market
because “it gives choice to policyholders and allows us to
deliver new investment strategies whether using traditional
methods or artificial intelligence”.
“From a Rila market perspective, what we observe is a
migration of the payoffs used in the structured notes market,”
he said. “We saw in the past products offering dual directional
and twin win strategies but now you can find digital and yield
enhancement strategies too.
“We see a lot of growth around payoff structures, but the
market is also slowly moving towards adding more custom
solutions. We are having this discussion on a daily basis with
carriers, and is certainly in their back pocket, as they seek to
differentiate their offering and provide different solutions.”

MORE CHOICE
Andrew Line, senior structurer, Munich Re Markets, welcomed the
increase in choice for retirement investors.
“The industry has over 250 business and the products sold are
different to what was selling five years ago when 50% of the sales
were going to the S&P500 index,” said Line.
“The use of hybrid and risk control underlyings has exploded and
a lot of competition has entered the market as well. It is good for
the market to have more sales opportunities and for investors to
access to indices that don't really work in other kind of product.”
Increased competition has increased sophistication in the
marketplace - target exposures, thematics, factors - and is
enabling carriers to go to the market with their index and have
a compelling story for their agents to distribute their products,
according to Line.
Going forward, risk control indices could lose their appeal as the
spike in interest rates changes pricing dynamics.
“Target vol indices were designed for a different interest rate
environment,” said Phillip Brzenk
head of multi-asset indices. S&P Dow Jones Indices. “The
question is what's going to happen, and if we are we going to see
FIA carriers utilising those option budgets to offer 150% or 200%
participation rates.
“That's sort of commonplace in structured notes and marketlinked CD space, but it's not clear to me that distributors of
insurance products are happy to show participation over 100%.”
According to IpPingWah, people “would get suspicious if you
offer 200% participation on a FIA”, but there is scope to offer
indices with a higher natural volume, like the S&P 500, “where
you can offer 7% to 10% vol targets. And that's really just a function
of the current rates environment”.
“When you think about all of these indices that are out
there, most of them were created before 2020,” he said. “From
a back-test perspective they look amazing, but obviously the
dynamic right now has really shifted for all of these indices that
were created pre-2020 and have ended up all moving the
same way.
So what we've seen these clear need and demand from
policyholders along with carriers for having indices that are a bit
more dynamic on the fixed income side of things not only go long
bonds, but also go short bonds, and so forth.”
Inflation will also be “top of mind” for most indexed annuity
carriers in the coming months.
“Providing solutions designed to hedge exposures and have a
story that's able to tie out with that concern will certainly be
very important for insurance companies,” said IpPingWah.
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SRP Americas 2022: investor knowledge
driving demand for structured products
Structured products are gaining ground with US investors seeking a flexible alternative
to the essential components of a diversified financial portfolio.

There is innovation
in the decumulation
phase

L

ooking at profiles of current investors, a panel of industry
executives from the US and Latin America chaired by
Christopher Schell, partner at Davis Polk & Wardwell,
discussed wealth managers’ experiences of retail clients,
looking to allocate to, or expand their exposure to structured
products within their portfolios, and what tools are being used to
monitor performance.
Macro external factors such as inflation and interest rates have
been affecting client behaviour as we move through 2022 and a
shift in the product mix.
“Fixed income has attracted some investment recently, but the
yield isn’t there yet,” said Abdess Khaled (pictured), head of
structured product and derivatives pricing at Bloomberg. “We
expect structured products to play an increasing role in investors’
portfolio allocation to improve Sharpe ratios as the classic bonds
and stocks approach is not doing the job for investors.
“We also see a lot of innovation in the decumulation phase and
increasing demand for personalisation and customisation and
payoffs which plays nicely with what structured products can
offer. The mix of products is changing somewhat with a shift
towards capital protected products but with the higher volatility in
the market demand for yield enhancement structures will remain
although with more conservative barriers.”
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Steve Czick, head of product, strategy & issuer relations, iCapital
Network, noted that over the last two quarters several clients
have moved into index-products and are seeking opportunistic
trading when it comes to equity.
According to Czick, iCapital’s hypothesis when it comes to
separately managed account (SMAs) which have tax advantages
similarly to mutual fund and can act as an umbrella for different
investments and product types, is that structured investments
offer clients a vehicle that looks and feels much more like every
other investment that they're doing on the advisory side, and
allows them to capitalise on the rates increase and deploy as an
alternative to traditional bonds.
“We've been able to deliver a strategy that year to date is only
down around two percent and has a yield right now in the 91%11% range,” he said. “This kind of strategy is serving as a clear
alternative to basically help advisors in their conversations with
clients worried about inflation, and the performance of traditional
bond portfolios.”
According to Czick, of the 150 iCapital SMA accounts, roughly
25% of them have reinvested on their original investment which
is a sign that once people are in.
“They are happy to move money away from traditional bond
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investments and put it into structures that are going to deliver the
returns that are meeting those inflation hurdles, said Czick.

for investors to understand the risks associated with structured
investments.

60/40 IS BROKEN
With the 60/40 portfolio split questioned the reallocation on
SMAs is coming from the 40% traditional allocation to bonds.

“But we have also seen a paradigm change with investors not
as worried about the terms they’re getting today versus what the
product can deliver long term, and then risk return associated
with that,” he said, adding that structured notes are going
through a similar transition the market saw moving from the use
of single stocks into mutual funds or ETFs.

“The investment is mostly coming out of the 40% allocation to
bonds and it's kind of riding with a high yield and investment
grade so you know, everyone that we work on the structured
products side has investment grade credit, because investors
are looking above high yield at this point,” said Czick.
“It's less about carving out potentially an equity niche of this and
more about redeploying 10% or 20% of the bond investments
into structured products. And that means we are not talking
about individual structured notes, but about a strategy that can
be delivered again and again to clients and can educate them on
how that strategy works.”
This change of direction has meant that advisors who may
have only done US$10-US$30 million in notes in the past, have
doubled that size.
“They're not worried about terms moving and they can talk
to clients not only about existing returns, but also about the
steadiness in terms of what we're actually delivering,” said Czick.
From a portfolio management standpoint, in Latin America,
excluding Mexico where the structured products market is more
developed and has a tilt towards FX and dual currency products,
investor knowledge and education is driving demand for
structured products as investors explore opportunities, according
to Arthur Silva, CEO & co-founder, Zest Capital.
“There is demand for structured products in the region as
investors seek to add capital protected products in their
portfolios,” he said. “We expect investor demand in Latin America
to replicate that of developed markets.
“We have also seen a shift in Latin America for credit linked
notes specially products linked to ITraxx strategies, Investors
are looking for growth potential and our clients are very much
centralising a strong appetite for this type of product looking at
the real interest rates within a three-year timeframe.”
On the equity side, over the last few months the focus in Latin
America has moved away from deploying single structured notes
in portfolios.
“We are now talking about multi baskets of structured notes
which allow clients to visualise the performance as opposed
to having to monitor 50 to 100 underlying assets and can
help investors to navigate volatile markets with the coupon
generation,” said Silva.
PORTFOLIO MONITORING
According to Czick, there is still clearly a need for education and

“We are not talking about the value of an individual stock but
about what a portfolio of large cap stocks can deliver and what
that means in terms of accumulating for retirement. We've been
able to make a shift where you're talking less about an individual
structured note, but rather about a portfolio of notes and how
that benefits investors as they go through retirement.”
As the market focus shifts towards portfolio construction the
need to monitor exposures and allocations has also grown.
“Demand for analytics has increased,” said Khaled. “This is
something we saw in the past as markets developed in Apac
and Europe and we see it now in North America where there has
been an expansion of the structured products market.”
According to Khaled, investors want to understand how their
portfolios react in certain market scenarios, and lifecycle
management tools are adding great value and a new dimension
to understand how products structured products work in the
context of an investment portfolio.
“Given the current uncertainty in the market investors and
providers want to be able to monitor their portfolios and
exposure - barrier levels, cash flow, corporate actions,” said
Khaled.
Another area of focus for investors and product providers is
stress testing and stress analysis which can be done in two ways
– applying historical scenarios (like inflation in the 1970/1980s)
to portfolios and making forward projections based on that
research and apply that to the portfolio.
“Clients are now analysing structured products in a portfolio
context, and they understand their merits and the trade-off
between return on risk, and performance within the overall
allocation,” he said.
The panel concluded that when you can show investors the
income delivered from structured notes, “a much cleaner
conversation with clients” can be had, while providers can also
address some of the requirements coming from a prescriptive
regulatory landscape.
“Advisors and investors can see how a particular deal is going
to change the risk profile of a portfolio,” said Khaled. “There
is an increased risk management awareness and we all know
that good risk management practices result in better long-time
product performances.”
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Crypto News
All the latest developments in digital assets from across the globe
HK family office launches digital assets
platform
Revo Digital Family Office (Revo), which
was launched on 13 October by Raffles
Family Office in partnership with Huobi,
supports major custodians and digital
wallets.
Revo provides asset management
services for both traditional (USD,
structured products, investments) and
digital (USD coin, bitcoin, non-fungible
token) assets. The platform will also be introducing a plethora
of future offerings that include artificial intelligence (AI)-based
safety protocols, integrated fiat-cryptocurrency dashboards and
interoperability features that enable access to a broad range of
digital assets.
The innovation and technological infrastructure that underpins the
launch of Revo DFO will be conducive to the further adoption and
integration of digital assets and blockchain technology in wealth
management and finance, according to Ray Tam (pictured), chief
executive officer, Revo.
'[Revo DFO has] the potential to synergise with the arrival of
central bank digital currency, which many jurisdictions in Asia are
making significant progress,' he said.

Yield App: from fixed income to
structured funds
Yield App, the digital wealth platform that
offers clients a fixed return on their crypto
assets, was founded in August 2020.
The company is headquartered in
Tallinn, Estonia, and operates under a
European cryptocurrency licence that
governs in-app digital asset activities.
SRP spoke to Lucas Kiely, its chief investment officer, on
generating yield, dealing with volatility and why there is a huge
scope for structured products in the digital asset space.
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“We essentially have a fixed income product,” said Kiely. “You
put money in, and you receive interest on it at a fixed rate,
which is adjusted based on market conditions. You can choose
to have daily liquidity or monthly liquidity, and the yields
offered are different depending on tenor.”
Yield App is currently increasing its product suite to add more
fund type products or structured funds.
“Adding more structured type of returns, be it volatility or
correlation type products and other investment products as
well,” said Kiely.
Due to having a slightly smaller scale than the large-scale
competitors, Yield App can offer a much higher guaranteed
yield than most of its competition.
“As you get scale in this market, it's harder to achieve a high
yield, which I guess is the same in any market. The more size
you have the more difficult it is to get the liquidity and the
return profile you need,” said Kiely.
Behind the scenes, the company offers a robust risk and
governance framework around the way it invests and generates
those yields, helped by Kiely’s background of 20 years in
finance – including structured products – running material risk
for some of the biggest banks in the world, and managing large,
complex portfolios, especially in illiquid markets.
“A lot of the things we do are very similar to what I was doing in
traditional finance in the way we generate yield,” said Kiely.
“My previous background, at Credit Suisse, I ran roughly $13
billion in yield enhancing products. I ran the largest structured
products book in Asia, one of the largest structured funds
books in the world.”
All those products were generating different yields from
different value propositions and trying to bring that to the
digital asset space has been an interesting process, according
to Kiely.
“There is a lot less liquidity, a lot less diversity and correlation
are much higher cross coin. At the same time, volatility is a
lot higher, and inefficiencies are greater. The way volatility is
priced and traded is slightly different in a 24/7 market, so it's kind
of bringing to bear all my experience across global markets in
cross asset.
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“I wasn't just focused on equities, I ran hybrids, I ran
commodity risk, fixed income, FX, and bringing that
to a much more concentrated asset class with more
inefficiencies and greater volatility has been a challenge.
“I think we've met that challenge head on, and we have
done very well over the past few months,” said Kiely, who
sees structured products as a potential vehicle to provide
access to crypto assets.
“The benefit of digital assets is that volatility is higher. Most
structured products build payoff profiles by selling volatility
and the higher the volatility the more attractive the product
can look. You can either set wider barriers, which gives you
greater probability of success from an optics perspective, or
you can build in more leverage.
“If you issue products in base asset, you could offer capital
guarantee in crypto. If you say, ‘I'm going to give you a
stablecoin guarantee with a bitcoin payoff’, you can use
stablecoin yields, which would be a lot higher than treasury
yields, for example, or bank yields.
“Just to give you an idea, if you were to discount five-year
yield, let's say, seven percent in crypto versus two percent
in Fiat, you're going to have a much greater participation in
crypto than you could in traditional finance,” he said.
According to Kiely, there are lots of amazing things that you
can do in crypto because volatility and yields are higher.
“If you think of the carry in crypto, it is much higher than it is
in traditional finance. The products of the early 2000s you
can't really do any more in traditional finance because yields
are a lot lower, and volatility is a lot lower.
“In equity especially, correlation is a lot higher.
Structures like worst-of products become harder to achieve.
It's why we saw the rise of hybrid products in traditional
finance because we needed to get that correlation
enhancements back. In crypto we've got the volatility in
the yield, so we don't necessarily have to rely too much on
correlation,” he said.
Kiely believes the biggest opportunity in structured products
in the digital assets space is like the opportunity set that
existed the mid-2000s in the equity market, especially in
equity-linked structured products with its accumulators,
worst-of structures and reverse convertibles.
“People were buying risk-controlled products,” he said.
“Obviously with a market that has extreme volatility, we're
looking at 80, 90% volatility of assets. I remember pre-global
financial crisis you could buy a reverse convertible worst-of
on Citibank, Lehman and Morgan Stanley that was paying 70
to 80% yield. Obviously, Lehman went under and your worstof became worth zero.

“Ultimately, when you have volatility where it's priced at the
moment and where a realized volatility is actually happening,
there are some great products you can create,” said Kiely.
Despite all these opportunities, there remains an issue on the
distribution side of things - getting these types of structured
products into the hands of people that want them, payouts,
baseline currency.
“Let's say your baseline currency is UST (TerraUSD), which
is no longer. You might have a worst-of or a best-of reverse
convertible on Bitcoin, Ethereum and Solana paying out in UST.
You now have a credit instrument as well because stablecoins
are essentially credit instruments. Ultimately, you can take on
quite a lot of risk that is not that well understood. It's like a bank
issued note. You are taking that bank’s credit risk as well.
“There are lots of different things that happen in crypto that I
think are still misunderstood by the marketplace,” said Kiely,
adding that there is an underlying credit issue in crypto that is
not very well priced.
“I think there's huge scope for structured products, but I think
there's also a huge scope for education in this space,” Kiely
concluded.

Grayscale files opening brief in lawsuit
against the SEC
On 11 October, Grayscale Investments, a US digital currency
asset manager filed its opening legal brief in the US Court
of Appeals for the District of Columbia Circuit arguing that
SEC’s denial of Grayscale’s conversion of Grayscale Bitcoin
Trust (GBTC) to spot Bitcoin ETF was arbitrary, capricious, and
discriminatory.
The test the SEC has applied to Bitcoin-related ETFs, and only
Bitcoin-related ETFs, is flawed and has been inconsistently
applied with a 'special harshness' to spot Bitcoin ETFs,
according to the brief.
In the past two years, the SEC approved several Bitcoin futures
ETFs, but repeatedly rejected ETFs that hold Bitcoin directly or
spot Bitcoin ETFs, including Grayscale’s application to convert
GBTC. The brief highlights that Bitcoin futures and spot Bitcoin
both generate their price based on overlapping indices, so
the spot price of Bitcoin in each product is subject to the same
risks and protections.
“That stark arbitrariness cannot be justified or reconciled with
the SEC's mandate to treat like cases alike. Rather, it can be
only understood as a substantive judgment on the merits of
a spot Bitcoin investment — the kind of substantive judgment
that is outside the SEC's authority,' the brief reads.
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SIX partners with CryptoCompare
CryptoCompare’s cryptocurrency data
is now available for the broad customer
base of SIX, which covers more than 85%
of all cryptocurrency market activities
worldwide.
As market participants are expanding their
digital asset offering, they need access
to high quality data, stated the firms in a
joint statement. ‘This is especially important as regulatory bodies
place digital assets under greater scrutiny to protect investors
and ensure transparency in these markets, evidenced by the
European Securities and Markets Authority (Esma) with the
introduction of the Markets in Crypto-assets (Mica) Regulation.’
SIX provides real-time and historical pricing data, order book and
crypto derivatives data built on the UK data provider's proprietary
aggregate pricing methodology. It highlighted the ease of
integration through a single API source, enabling it to provide
digital asset data to its clients via the same delivery channels as
its leading reference, pricing, corporate actions, regulatory, tax
and ESG data.
'Our clients will be able to access the information they need to
realize the opportunities and manage the risks in cryptocurrency
markets, as well as comply with emerging regulations, through
a trusted and reliable data partner,' said Berta Ares Lomban
(pictured), head of digital assets financial information at SIX.

CME and CF Benchmarks to roll out
reference rates and real-time indices
US derivatives marketplace CME Group and CF Benchmarks, a
UK provider of cryptocurrency benchmark indices, will launch
three new cryptocurrency reference rates and real-time indices
on 31 October. They will be calculated and published daily by CF
Benchmarks.
These reference rates and indices are not tradable futures
products. They include Avalanche (Avax), Filecoin (FIL) and Tezos
(XTZ). 'These new benchmarks are designed to allow traders,
institutions and other users to access a much broader range of
cryptocurrencies through a suite of products they are already
familiar with, allowing them to confidently and more accurately
manage cryptocurrency price risk, value portfolios or create
structured products like ETFs,' said Giovanni Vicioso, CME Group
global head of cryptocurrency products.
Crypto exchanges and trading platforms including Bitstamp,
Coinbase, Gemini, itBit, Kraken, and LMax Digital will provide
pricing data for these new benchmarks. Each coin will trade on a
minimum of two of these constituent exchanges.
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Coinhako Treasure to roll out structured
products
Singapore-based crypto platform Coinhako has launched
Coinhako Treasures to offer structured products for institutional
investors and high-net-worth individuals (HNWIs).
'These structures will be familiar to our clients as they are also
being offered in the traditional finance space. With the launch
of these institutional products, we are taking a risk-adjusted
return approach with our goal of growing our institutional clients’
assets values over the long term,' says Kelvin See, head of
trading at Coinhako.
The firm is also developing quantitative investment strategies
(QIS) to generate enhanced alpha for its institutional investors. Its
pipeline includes additional structured products such as principal
protected crypto notes and crypto index funds.

Ribbon rolls out options exchange on ETH
DeFi Derivatives Protocol Ribbon Finance has launched a highperformance options exchange called Aevo.
The new facility is the latest in the company’s suite of
structured financial products and is aimed at investors seeking
to trade ethereum options on-chain. Built on Ethereum, the first
iteration will only offer ETH options, but other cryptocurrencies
will become available in the coming months, including Bitcoin,
stated the firm.
The Aevo platform is built on a ‘custom’ Ethereum rollup, built
by Ribbon which will offer ‘deep liquidity at launch’ thanks to
partnerships with five options-centric market makers.
The move to launch an options exchange follows the launch of
Ribbon’s previous products - Theta Vaults, which leverages an
automated ethereum put-selling options strategy to generate
yield for investors. These vaults will also be integrated with Aevo.
‘The vaults will be built on top of the exchange, giving users much
more flexibility in choosing their positions or hedging them,’ said
Julian Koh, CEO and co-founder of Ribbon. ‘We can generate
significantly more volume by enabling traders to do much more
than just sell options once a week.’

Zerocap launches ETH note as software
upgrade drives volatility
Australian digital assets investment and advisory specialist
Zerocap has developed a bespoke vehicle targeted at investors
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seeking to benefit by harvesting yield opportunities in the
Ethereum market.
The Zerocap ETH Merge Note provides dual outcomes on
the back of Ethereum's Proof-of-Stake (PoS) merge this month.
Investors could generate yields from the high price of volatility
by selling the topside return performance above 20% to other
market participants. This yield is then harvested to be paid
out either in a fixed coupon (40%) or in a discount entry into
Ethereum (-15%), depending on where the market is at expiry.
The ETH Merge Note is the latest structured product from
Zerocap. The company has already offered structured
products including a proprietary digital asset investment
strategy such as its Smart Beta Bitcoin strategy.
Zerocap brings well-honed investment techniques, instruments
and strategies from traditional finance to provide a range of
structured products and investment strategies. These aim to
enable investors access and enhance yield opportunities on
their portfolio, manage the risk/reward equation in the highly
volatile crypto markets, and manage market entry and exit risks.
‘It's fascinating times in cryptoland with widespread institutional
adoption continuing and significant venture capital available
but currently sitting on the sidelines,’ said Zerocap chief
investment officer Jon de Wet. ‘However, the macroeconomic
environment is clearly weighing heavily on all risk assets, with
geopolitical concerns reshaping east and west relationships
and inflation trending higher.’
According to de Wet, technology breakthroughs are taking
blockchain protocols to the next level bringing ‘scalability
improvements, faster transactions, and lower fees, but also turn
an energy intensive asset into an ESG friendly one - reducing
its carbon footprint by 99.5%’.

Eqonex debuts multi-currency crypto
ETN
Eqonex Limited has expanded
its product offering with a USDdenominated bitcoin exchange-traded
note (ETN) listed on the Deutsche Börse
Xetra Exchange.
Eqonex Bitcoin ETNs provide direct
investment exposure to bitcoin via an
exchange-traded, physically backed
product. Investors can trade in and
out of ETNs via their existing brokerage accounts with Euro
or USD. The bitcoin underlying the ETN will be stored in the
group's Financial Conduct Authority (FCA) registered custody
provider Digivault, which is one of only 35 exchange or
custody providers to hold this accreditation.

The USD denominated Eqonex Bitcoin ETN follows the launch of
the company’s inaugural Euro denominated version launched in
July. Eqonex received ETN prospectus approval from Germany's
Federal Financial Supervisory Authority (BaFin) and has plans to
offer a suite of crypto exchange-traded products soon.
‘For many, the USD remains a default investment currency, so
we were eager to prioritise a USD version which also bears our
hallmark benefits such as free redemptions and secure custody,’
said Frank Copplestone (pictured), Eqonex head of investment
products.
Eqonex offers additional investor protection by holding the
underlying physical bitcoin in a segregated account under
a Security Trustee structure, to ensure it is not used for
rehypothecation
The bitcoin underpinning the Eqonex Bitcoin ETN is held in
Digivault. Flow Traders B.V. will register with Deutsche Börse to
perform the role of Eqonex 's designated sponsor which requires
quality criteria regarding tradable volumes and bid-ask spreads.

Flynt releases ‘high yield’ leveraged BTC
play
Singapore-based Flynt Finance has launched a platform for
crypto structured products and its very own structured product
strategy.
The BTC Covered Call Strategy x5 sells call options on a weekly
basis and reinvests the premium earned into the following
week. Based on the full three-year set of trading data from
cryptocurrency options platform Deribit, the company derived
a proprietary strike price selection algorithm that maximises
returns and minimises the chance of taking a loss.
Flynt uses up to five times (5x) leverage on their strategies to
both increase the returns as well as decrease the chance of
taking a loss by selecting a further out-of-the-money (OTM)
strike price. According to Flynt’s backtesting, this resulted in an
average APR of 47% (including losses) compared to the industry
average of about 15% (not including losses).
‘For most people, a non-leveraged covered call strategy should
be just fine, but for those that would like to take more risk for
higher returns should definitely give Flynt a try,’ said David Seo,
CEO of Flynt Finance.
Since 2021 there has been a rush to offer covered call
strategies on various cryptocurrencies for the yield-hungry
crypto investors.
‘These strategies have been growing rapidly since their
inception and have held up surprisingly well during the more
recent downturn,’ said Seo.
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Capital protection: back with a bang
Across all major currencies there has been a sharp increase in interest rates in
2022. This has mostly been caused by inflationary pressures leading to central
banks raising rates as their main weapon to control price increases and the
associated risks of economic recession. by Tim Mortimer - FVC
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T

he USA is the world’s biggest economy and stock
market and it too has seen changes typical of the
current global situation. In the US inflation (as
measured by the consumer price index or CPI) has
jumped from 6.8% to 8.5% in the first eight months of the year.
This has caused the five-year zero coupon interest rate to rise
from 1.36% to 3.45% as a result of Federal Reserve action and
sentiment. This five-year rate is the best point on the yield
curve to see the likely effect on pricing of structured products
because it is around the average maturity of capital protected
products.
For many investors, the return of attractive fully capital
protected solutions is a welcome after many years of absence
of such choices
The different investor groups that are active in investing share
many basic concerns and goals. Two of these are preserving
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capital where possible and providing for a high level of
sustainable income.
In recent years it has been extremely difficult to combine these
two goals. Low interest rates mean that the income that can
be generated while maintaining capital security is very low by
definition. This was not easily improved by moving to corporate
bonds or lower volatility managed funds and ETFs. While
equity markets have had some good years, their properties are
fundamentally different and direct equity investing will not be a
viable route for most lower risk investors. Structured products
filled that gap through products such as income autocalls
which do a good job of providing income if certain conditions
are met, generally the associated underlyings having stable
enough performance above any barrier level to deliver income
and repay capital at maturity.
In order to consider what terms could be offered for a five-year
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For many investors, the return of attractive
fully capital protected solutions is a welcome
after many years of absence of such choices

capital protected structured product the first calculation is to
allocate sufficient funds for the zero coupon bond or capital
element of the product.
Allowing for a typical issuer credit spread of 70 basis points,
the cost of the zero-coupon bond will have decreased by 9.0%
to 81.3% after the interest rate rises in recent months. Given
a reasonable cost base for a structured product of a total of
2% manufacturer and distributor fees the amount available to
spend on equity upside will have more than doubled from 7.8%
to 16.7%.
Even allowing for the fact that options get slightly more
expensive the increase in interest rates seen this year will
allow for participation rates to roughly double. Alternatively, a
product linked to a volatility controlled underlying can lift to a
higher target version (eg from five to eight percent) and keep a
similar participation.

The extra headroom of higher interest rates means that
structured products can now target income in the six to eight
percent range with a realistic chance of success. This can
be within the capital protected regime by contingent income
that is structured to be delivered if markets perform enough.
To provide more ambitious income levels solutions exist with
controlled capital risk, such as contingent income auto-calls.
Because structured products can be hedged and issued
in a matter of days the sector is well placed to benefit from
rises in interest rates and immediately pass better terms on
to investors. This contrasts with conventional CDs which are
often slow to respond to rate rises. This can be because of a
reluctance by such deposit takers such as regional banks to
offer more income to sticky investors until competitors have
done the same or because of matching with a mortgage or
lending program.

Other product types such as capped calls and digitals will also
show better terms when rates rise. In the case of the capped
call the cap level can be lifted and for the digital the contingent
payment can be increased. This is a natural consequence of
increased interest rates which mean that greater income can
be given up for potential returns from a structured product.

The increase in interest rates also affects the rationale and
popularity of different product maturities. When rates are low
it is sometimes necessary to use longer maturities to produce
any meaningful yield and this explains why maturities of seven
years or more have been seen for many years. If interest rates
are higher it is possible to offer shorter dated products with
good terms.

This improvement in interest rate levels is a welcome relief for
lower risk income seeking investors. They never went away
but were forced to accept lower income or take risks that were
uncomfortable to them.

In times of transition as is happening now, when rates and
inflation are probably set to carry on rising, fixing terms for a
horizon in excess of three years is often best avoided so that
reinvestment opportunities can be taken advantage of.

Given the rise in interest rates, yields available on retail
deposits have also increased in many countries. For example,
in the US average five-year certificate of deposit (CD) yields
have gone from 0.9% to 3.1 %. These have followed the rise in
market interest rates typically at a differential of 50bps lower.
Income rises may make products more attractive but will be
insufficient for many investors looking to fund retirement or
wanting to keep pace with the rises in inflation seen in 2022.

For many investors, the return of attractive fully capital
protected solutions is a welcome after many years of an
absence of such choices and this is likely to tilt the product mix
for the foreseeable future.
Disclaimer: the views, information or opinions expressed
herein are those of FVC, and do not necessarily reflect the
views of SRP.
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Analysis: rotator strategies
We look at the pros and cons of underlyings allocating dynamically across different
asset classes and sectors depending on market conditions. by Suzi Hampson – FVC
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M

ainstream benchmark indices tend to be made up
of underlyings within a single asset class such as
equities, bonds, FX or commodities. Within equities
they can focus on regions, countries or individual
sectors. Since most structured products are linked to indices
for ease of calculation and to be easily recognised, it follows
that they will also usually be tied to one asset class.
However, most active fund managers with wide mandate
would want to allocate dynamically across different asset
classes depending on market conditions. “Rotator” strategies
are designed to offer an alternative to active investment by
allowing for changing in exposure over a number of asset
classes by using a rules-based approach. This approach
makes it viable for an index construction.
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Products linked to a complex underlying are often simple in
payoff profile
A Rotator strategy is one that uses market indicators to
determine how the exposure should be split across its
component instruments or sub-strategies. The proportion
invested in each component will then change (rotate)
depending on how the indicators move over time.
Sector rotation strategies have a methodology that enables
them to adjust their exposure to different sectors dependent
on the chosen indicator. They aim to use information about
the current phase of the outlook of the chosen sectors and
invest accordingly to capture growth in each stage of the
economic cycle. One example is the UniCredit European
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Products linked to a complex underlying are
often simple in payoff profile
Sector Rotation Strategy which uses the Ifo business climate
index as an indicator and has built rules around that. This
index is widely used in Germany as a leading indicator of
business cycles. The strategy then invests in sector specific
ETFs with the allocation determined by the index. Using ETFs
ensures liquidity and low costs.
Sector rotation could be considered a first-generation
rotation concept as it uses information about underlyings
classified by sector.
A further development on the rotation concept is to rotate
across factors rather than sectors, we can think of this as
second-generation. Factor investing has gained hugely in
popularity in the last ten years using well known investment
themes such as Momentum and Value.
A leading example is the S&P Economic Cycle Factor
Rotator Index which rotates over factor indices to target
those in the optimal stage of an economic cycle or under
certain macroeconomic conditions which have proven
successful historically. The strategy has four sub-indices
each representing one of the factors Momentum, Value,
Buyback and Low Volatility High Dividend. The index uses
the Chicago Federal National Activity Index as the indicator
to determine switching between factors.
There are a few live structured products linked to sector
rotator strategies but the most popular rotator index is the
S&P Economic Cycle Factor Rotator Index. According to SRP
data, there are 500 structured products linked to this index
globally. Most of them are issued in the US market.
Products linked to a complex underlying are often simple in
payoff profile and employ capital protection or a tracker type
payoff. These product types give exposure to the underlying
without adding unnecessary complexity. In the case of
protected products, they give investors the assurance of
capital protection at maturity whilst linking to an innovative
index strategy.
Data from the US structured product service Structrpro.
com illustrates the performance of products linked to the

S&P Economic Cycle Factor Rotator Index. It can be used
to analyse both live and matured products from the SRP
database using analytics powered by FVC. Figure 1 shows a
summary of the data available for the S&P Economic Cycle
Factor Rotator Index linked products alongside the whole
Structpro.com universe. The performance summary table
gives a breakdown of product outcomes separated into live
and matured products.
The products on Structrpro.com linked to this strategy are
either protected growth or autocall products. The majority
have full capital protection, with a few being partially
protected.
The performance summary for the for S&P Economic Cycle
Factor Rotator Index shows that the matured products have
overall showed a gain and an average return of 3.13% per
annum. The live products have many more currently showing
a loss and a lower expected return, a loss of 2.71% pa.
These products are mostly capital-protected so although the
in-life valuation is under par they will in general pay at least
the principal amount at maturity, the exception being a few
partially protected structures. Maturity performance does
therefore lag the whole database, but this is mostly due to
the level of risk taken on.
Rising interest rates mean capital protected products can
start to offer more attractive terms as the cost of protection
decreases. Underlyings such as S&P Economic Cycle Factor
Rotator Index are also favourable for capital protected
products as they have volatility control built into the strategy
which keeps volatility low (historically under seven percent)
so that attractive participation rates can be offered.
As investors look to stay well positioned in volatile and
uncertain markets with the focus on changing global
patterns, we can expect rotator strategies to increase in
popularity in the coming years.
Disclaimer: the views, information or opinions expressed
herein are those of FVC, and do not necessarily reflect the
views of SRP.
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Spotlight on… top issuers in
South Korea (9M 2022)
Some KRW41.9 trillion (US$33.3 billion) was gathered from 13,463 structured products
(excluding flow- and leverage) in the first nine months of 2022 – down 31% by sales
volumes year-on-year (9M 2021: KRW60.4 trillion from 14,734 products).
Approximately 88% of total sales
was gathered from 10,070 products
targeted at retail investors with the
remaining volumes coming from private
placements.

South Korea: top 10 issuer groups by market share

South Korea: top 10 issuer groups by market share

Twenty-five issuer groups – mainly local
securities houses – were active during
the period (9M 2021: 24).
Hana Financial was the number one
provider with an 11.2% share of the
market – up 2.8% from the prior year
period when it finished just outside the
top five. The company collected KRW4.7
trillion from 1,084 products with the bulk
of its volumes, at KRW2.4 trillion and
KRW1.9 trillion, respectively, coming from
structures linked to a basket of indices
and the interest rates.
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second and third place, with a market
share of 9.7% and 9.5%, respectively –
both saw a YoY decline in sales.
The former was behind the best-selling
product for the period, which came in the
shape of Mirae Asset ELB 2873. The oneyear fully protected digital was linked to
a worst-of basket comprising the share of
Samsung Electronics and the Kospi 200
index. It sold KRW822.35 billion during its
subscription period.
Samsung’s offering (1,317 products) was
almost exclusively equity-linked, although

it did also collect KRW962 billion from
178 credit-linked notes. Meritz increased
its market share to nine percent (+1.7%
YoY) while KB Financial, which completed
the top five, captured 8.3% of the Korean
market (-1.9%).
Kiwoom’s New Global 100tr Club ELS 403
achieved the highest performance. The
one-year autocall, linked to the shares
of Tesla and Advanced Micro Devices,

knocked out at the first time of asking
(after three months) returning 108.70%
of the nominal invested (36.44% pa).
Goldman Sachs International was the
derivatives counterparty.
Blown out comment (if there is enough
space): The Korean market showed
its competitive side with the top five
issuer groups separated by only 2.81
percentage points in 9M 2022.

The Korean market showed its competitive side with the top five issuer
groups separated by only 2.81 percentage points in 9M 2022
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Spotlight on… top issuers in the
US (9M 2022)
Some $72.8 billion was collected from 24,236 structured products in the first nine
months of 2022 – a five percent decrease in sales volumes compared to the prior year
period (9M 2021: $76.5 billion from 23,559 products).
Average sales volumes stood at $3m,
level on 9M 2021.

US: top 10 issuer groups by market share

US: top 10 issuer groups - market share by sales volume

Eighteen issuer groups were active in
the period – they were mixture of US,
Canadian and European investment
banks.

100%

J.P. Morgan was the most prolific
provider during 9M 2022, replacing
Goldman Sachs as the number one
issuer. The bank captured a 16% share
of the US market with sales of $11.7
billion from 5,661 products (9M 2021:
$9.1 billion from 3,684 products).
More than 65% of its sales volumes
came from products linked to equity
indices with the S&P 500 the most
popular by far.
Structures linked to the US benchmark
gathered a combined $5.5 billion
while products tied to its proprietary
MerQube US Tech+ Vol Advantage and
Kronos+ indices collected $95m and
$33m, respectively.
In second, Citi increased its market
share to 15.1% – up 2.7% from 9M 2021.
The bank achieved sales of US$11
billion from 3,756 products that, like
at J.P. Morgan, were predominately
linked to equities, with single indices
and index baskets again the preferred
option. However, Citi also accumulated
sales of more than $1 billion from 288
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products which used exchange-traded
funds as underlying.
Goldman Sachs, despite increasing
its markets share by 0.4% to 13.7%,
dropped to third place with sales of
$10 billion from 2,738 products, while
Morgan Stanley (10.9% market share)
and UBS (7.7%) completed the top five.
Bank of America, which claimed 5.5%

of the US market, was responsible for
the best-selling product in 9M 2022. Its
Cash-Settled Notes (09709UV70) on
the share of Merck & Co sold $515m in
May 2022, making it the fourth highest
selling product since the launch of
the SRP US database in 2005 and the
best-selling product since J.P. Morgan’s
Leveraged Basket-Linked Notes
(38148TLP2), which sold $1.1 billion in
January 2016.

J.P. Morgan replaced Goldman as the number one issuer group in 9M
2022
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Product wrap: SG at the races, Millennium
targets Japan
In this month’s wrap, we look at a selection of structured products with strike dates
between 18 September and 16 October 2022.

EUROPE
In France, Société Générale Assurances distributed
Silverstone, a three-year publicly offered medium-term
note (MTN) on the Stoxx Europe 600 Automobiles & Parts
TRN Index. Every six months, the performance of the
index is measured. If the index closes at or above its initial
level on the semi-annual observation date, the product
redeems early, returning 100% of the nominal invested, plus
a coupon of four percent for each semester elapsed. At
maturity, if the index closes at or above 70%, the investor
receives 100% of the invested capital back. The product
is listed on the Luxembourg Stock Exchange for an issued
amount of €81m. Priips Summary Risk Indicator (SRI): six out
of seven.
Bank Millennium launched Potencjał Japonii I in Poland.
The two-year structured deposit features the shark fin

payout and offers 60% participation in the rise of the Nikkei
225, providing the index has not traded above 160% of
its starting price at any time during the investment term. If
the index has breached the barrier, but the final level is at
or above 100%, the product offers a coupon of 7.2%. The
overall maximum capital return is 135.99%. The product is
not listed. Priips SRI: three out of seven.
Consensus Asset Management collected SEK6.9m
(US$609,670) with Kreditbevis Intrum 2 in Sweden. The
4.8-year credit-linked note offers exposure to Intrum Justitia
AB. It pays a fixed coupon of 8.5% pa. At maturity, if the
underlying company has remained solvent, the product
offers 100% capital return. However, if at any time during
the investment term a credit event has taken place, the
product stops paying the coupon and the return at maturity
is diminished with the amount written off. A production fee
of up to two percent is included in the purchase price. A
distribution fee of maximum three percent will be paid by

Europe: top 10 issuer group by issuance - 18 Sep to 16 Oct 2022*
Landesbank Baden-Württemberg
Deka Bank
Vontobel
BNP Paribas
Unicredit
DZ Bank
Société Générale
Credit Suisse
Goldman Sachs
Morgan Stanley
0

*Excluding flow- and leverage products
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Nordea (the issuer). The product is listed at Nasdaq OMX
Stockholm. Priips SRI: four out of seven.
Deutsche Bank achieved sales of NOK47.5m (US4.4m)
with its Green Note Fund Opportunity Coupon NOK 2028
in Belgium. The six-year, 100% capital-protected product
is part of parent company Deutsche Bank AG’s Green
Bond Program. It is linked to the Robeco SAM Sustainable
Water Equities D EUR Fund – an actively managed fund
that invests in global companies that offer products and
services throughout the water value chain. The fund aims
to outperform the MSCI World Index. As of 31 August
2022, the total size of the fund was €3.4 billion while the
size of the share class (D EUR) stood at €1.2 billion. Every
year, the product offers a coupon equal to the annualised
performance of the fund, capped at 6.75%. Total costs of
maximum 5.50% are included in the issue price of 102% and
can be split as follows: distribution costs of up to 3.75% and
structuring costs of maximum 1.75%. The product is listed
in Luxembourg but does not provide access to an active
market. Priips Summary Risk Indicator (SRI): two out of seven.
Alexandria collaborated with Morgan Stanley for the launch
of Bonus Autocall in Finland. The six-year MTN is linked
to the share of Fortum Oyj, a Finnish state-owned energy
company. It is subject to quarterly early redemption (from
the end of the first year onwards) providing the share closes
at or above its initial level. In that case it offers 100% capital
return, plus a coupon of five percent per quarter elapsed.
Alexandria is paid a distribution fee of up to five percent. The
product is listed in Luxembourg. Priips SRI: six out of seven.

Mariana Capital Markets introduced FTSE 100 Deposit Kick
Out Plan September 2022 in the UK. The six-year deposit
has a knockout feature that can be triggered annually – the
first time after three years. At maturity, if the underlying FTSE
100 Index closes at or above its initial level, the plan offers
124% capital return. Goldman Sachs International is the
deposit taker while James Brearly & Sons acts as the plan
administrator and custodian. The minimum investment is
£10,000 and the plan is available as direct investment; Isa/Isa
transfer; and for pensions, companies, trusts and charities.
The product is not listed. Priips SRI: two out of seven.

NORTH AMERICA
Bank of Montreal achieved sales of US$1.6m with
Autocallable Notes (06369NDG3) on iShares MSCI
Emerging Markets ETF in the US. The one-year registered
note pays a coupon of 0.575% for each month the
underlying fund closes at or above 65% of its initial level.
The product autocalls if the ETF closes at or above 100% of
its initial level on any monthly validation date. The estimated
initial value of the notes is US$961.44 per US$1,000 in
principal amount. Agent’s commission is 2.15%.
Also in the US, J.P. Morgan sold US$21.4m worth of Digital
Equity Notes (48133NZE1) on the S&P 500 Index. At maturity,
the product offers 110.91% capital return, if the index closes
is at or above 80% of its initial level. Otherwise, the capital

Americas: top 10 issuer group by issuance - 18 Sep to 16 Oct 2022*
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0
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Asia Pacific: top 10 issuer group by issuance - 18 Sep to 16 Oct 2022*
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return is 100% minus 1.25% for every one percent fall in
excess of the initial 20% fall. The underwriting discount is
1.08% of the nominal amount. A fee is also paid to Simon
Markets, an electronic platform in which an affiliate of
Goldman Sachs, who is acting as a dealer in connection
with the distribution of the notes, holds an indirect minority
equity interest. The estimated value of the notes is
US$984.30 per US$1,000 principal amount note.
National Bank of Canada (NBC) launched the NBC Auto
Callable Income Note on the Solactive Canada Bank 40
AR Index in Canada. The seven-year product offers a fixed
coupon of 9.3% pa (paid monthly) If the index is above
70% of its initial level at any monthly observation date.
Otherwise, no coupon is paid. The product redeems early
if the index closes at or above 105% of its starting value.
There is a selling commission of C$2.50 per note while
CIBC World Markets will receive a fee of up to C$0.15 per
note for acting as independent dealer.

ASIA PACIFIC
Chugin Securities collected JPY11.86 billion (US$82.7m)
with 固定利付コーラブル債/Callable Interest Rate linked
Bond M20270928 in Japan. The five-year registered note
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offers a fixed semi-annual coupon of 0.70% pa. Barclays
Bank (the issuer) has the discretion to redeem the product
early on any semi-annual coupon date after the first year,
in which case it will offer 100% capital return together
with the coupon. This product is also available via third
party providers Shizugin TM Securities, Daishi Hokuetsu
Securities, 105 Securities and Hokuyo Securities.
Dongbu Securities launched My First DLB 162 in South
Korea. The product has a tenor of three months and is
linked to the Certificate of Deposit Rate 91d. At maturity,
if the final spot rate is at or above 10%, the product offers
100% capital return, plus a coupon of 1.0842%. Otherwise,
the coupon is 1.0816%.
Also in South Korea, Kyobo Securities distributed ELB 11112.
The 100% capital-protected bond is linked to the S&P 500
and Kospi 200. It redeems early if both indices close at or
above 103% on the semi-annual observation date, paying a
3.15% coupon for each semester elapsed.
Shenzhen Ping An Bank sold 平安银行结构性存款2022年
第223297期人民币 in China. The deposit is linked to the
appreciation of the euro relative to the US dollar and has
a tenor of just one week. At maturity, if the currency pair is
at or below 97%, the product offers a coupon of 3.05% pa.
If the EUR/USD is between [97..107]% the coupon is fixed at
three percent pa. Otherwise, the coupon is 0.3% pa.
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People Moves

Standard Chartered Bank
Saubhagya Pattnaik (pictured) has been
promoted to director, product owner for
fixed income and structured products
at Standard Chartered Bank based in
Singapore, effective from 1 October.
In this newly created role, he will be
responsible for the transformation of the
wealth management product capability
by providing digital channels for both
clients and internal users across private banking and retail banking,
according to sources.
His responsibilities include order management, pricing and
execution management systems used for fixed income and
structured products. Pattnaik has also been tasked with improving
the front office system performance and expand product penetration
according to the business development. He reports to Damon
Chong, executive director at SCB Capital Market Products and
Solutions (CMPS) based in Hong Kong SAR.
Pattnaik joined the UK bank in May 2017 as a business analyst
and worked closely with product owner, business users, product

vendors, testing team and architects. Prior to that, he served at
Citibank Singapore as a senior design lead in the e-brokerage
domain handling design of trading systems for equities, bonds and
mutual funds.

Allindex
Allindex, the Swiss fintech that provides
technology and services to the asset
management industry, has added several
senior advisers to its team.
Alex Matturri (pictured), long-standing
ex-CEO of S&P Dow Jones Indices, is
strengthening the company’s team as chief
strategy officer. Matturri spent 13 years at
S&P Dow Jones Indices before leaving the company in June 2020.
He is currently also a member of the board of directors at CBOE
Global Markets and a board member at The Index Standard.
Ben Fulton, ex-head of global ETF for Invesco, has joined Allindex
as chief relationship officer and advisory board member. Fulton will
provide advisory services to senior leadership of AllIndex, as they
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expand their direct indexing business throughout the US and
globally. Fulton is currently the CEO and president at Elkhorn
Consulting. Until February this year, he was managing director
at AXS Investments, the company that recently introduced eight
single-stock leverage and inverse ETFs in the US.
Brian Schwieger, ex-global head of equities and ex-co-head of
exchange-traded funds (ETF) for London Stock Exchange Group
(LSEG) has joined the company as strategic advisor in the UK.
Schwieger has extensive experience in financial services, capital
markets, electronic trading and B2B digital platforms, with a
particular focus on fintech and regtech.

business development and sales in Europe and managed
operations in France, with a focus on institutional investors.

CME
CME Group announced the appointment
of two new global heads for its Equity
Index and Cryptocurrency businesses
on 5 October. Paul Woolman (pictured) ,
global head of equity index products, will
oversee the equity index product portfolio,
while Giovanni Vicioso, global head of
cryptocurrency products, will be tasked for
the cryptocurrency products at CME.

ING
Sander van Baren (pictured) is starting
a new position as director commodity
derivatives sales at ING. Prior to taking up
his new role Van Baren spent 10 years in
structured products, also at ING.

They will report to Tim McCourt, who previously led both business
lines and was recently named to the CME Group management team
as global head of equity and FX products. 'This new reorganisation
comes amid a strong surge in growth from CME Group's Equity
Index and Cryptocurrency business lines,' stated the firm.

His most recent role at the bank was that
of director investment products, where he
was responsible for structured products,
leveraged products and alternative investments for retail investors.

Based in London, Woolman has worked in EQD for more than 20
years. He joined CME Group in 2016 as senior director, head of
EMEA equity products and alternative investments, after serving
as a delta one EQD trading director at Bank of America Merrill
Lynch for 11 years, where he managed exposure across futures,
ETFs, swaps, and structured products and cash equities and FX.

Van Baren was also involved in helping to develop the
proprietary Refinitiv ESG Global Dividend 40 Index to increase
ING’s offer of ESG benchmarks for structured products. The index
was used, among others, as the underlying for the USD Index
Garantie Note ESG Global Dividend 21-28, which was distributed
via Van Lanschot Kempen.

Vicioso, with nearly 30 years of financial markets experience,
joined CME Group in 2012 as senior director of equity products,
in which he also began his involvement in the US firm's
cryptocurrency business. Prior to that, he was a vice president
for RBC Capital Markets' EQD group on their OTC EQD desk. He
had also worked at Deutsche Bank in the global EQD division.

Qontigo
Qontigo has appointed Antonio Celeste
(pictured) as director, sustainability
product management based in Paris. He
reports to Arun Singhal, head of index
product management, according to a
spokesperson.

ICE
Caterina Caramaschi (pictured) has been
appointed as head of a combined portfolio
covering global interest rates and equity
derivatives (EQD) futures and options at
Intercontinental Exchange (ICE).

Celeste joined from Amundi where he was
head of ESG business development for
ETFs for 10 months. Prior to that, he served a year at Lyxor Asset
Management where he was promoted to head of ESG product,
ETF & Index Solutions.

Caramaschi becomes vice president,
financial derivatives, after working at ICE
and formerly LIFFE for 21 years. Since
December 2020, she has been the global head of EQD at ICE.

From May 2018 to November 2020, Celeste was sales director and
head of business development, ESG at Ossiam, a French smart
beta ETF issuer. Previously he spent seven years as managing
director for the Emea region at Sustainalytics where he directed

In her new role, Caramaschi is responsible for ICE’s interest rate
futures markets, which include the benchmark Euribor, UK Gilt,
Sonia, Saron, and ICE’s mortgage rate lock futures, as well as
the global EQD complex, which offers customers the most liquid
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markets in the world to trade derivatives based on MSCI and
FTSE indices, as well as the Nyse Fang+ Index.

to be an executive officer of Nomura Holdings. He jointly
oversees the international corporate functions and ensure close
connectivity with the wholesale business in close collaboration
with the Group Corporate Officers (CxOs).

Galite Partners

Willcox replaces Steven Ashley who's now chairman of Laser
Digital Holdings AG1 , Nomura’s new digital asset company.
Satoshi Kawamura will replace Willcox as CEO & president of
Nomura Holding America and Nomura Securities International.

Aurelien Rabaey (pictured) has joined Galite
Partners as managing director. Rabaey
joins the company from Natixis, where his
most recent role was that of managing
director, global head of new products
and innovation, financial engineering
at Natixis Corporate & Investment Bank
(CIB). Based in Paris, Rabaey was global
head of financial engineering for equity
derivatives and equity markets before taking his most recent role
in 2018. He joined Natixis CIB from Société Générale where he
was responsible for pricing and distribution of cross asset solutions
from 2004 to 2014.
Last month, SRP reported that Pierre Moretti has also left Natixis
where he was most recently managing director, head of equity
structuring for Europe, the Middle East and Africa (Emea). In the
meantime, Guillaume Calvino relocated to Paribas from Hong
Kong SAR to assume global head of equity structuring, global
markets at Natixis CIB, a newly-created role.

Before joining Nomura, he was CEO of JP Morgan Asset
Management after serving as head of global fixed income and
liquidity at the asset management arm and global head of rates at
the investment bank unit. Previously he served in various roles at
Citigroup over a 15-year period.
In addition, Vincent Primiano is appointed Co-CEO and CoPresident of Nomura Holding America and will provide day-to-day
oversight of the Americas business. Primiano is also Co-CEO of
Nomura Securities International.

SCB
Serene Tay (pictured) has been appointed
as executive director, head of foreign
exchange (FX) for Singapore, wealth
management at Standard Chartered Bank,
affective from 15 August. She reports to
Nicolas Rigois, global head of capital market
products & solutions (CMPS) at the UK bank
in Singapore, according to sources.

Qontigo
Qontigo has appointed Stephane Degroote as global head
of investable product sales. In this new role, Degroote is
responsible for building Qontigo’s relationships with ETF issuers
and positioning the Stoxx and Dax indices as underlyings for new
investable products, according to a spokesperson from the risk
analytics and index provider. Based in London, he reports to Marc
Dorfman, global head of sales at Qontigo.
Degroote joined the German firm after nearly 12 years at FTSE
Russell where he started as regional director for Emea at
Russell Investments. He then spent five years as head of ETFs
& derivatives for the region and, most recently, was the Emea
head of the index investment group, focused on all index-linked
investment products including ETFs, index funds, structured
products, derivatives and asset owner mandates, according to
the spokesperson.

Nomura
Christopher Willcox has been appointed as head of wholesale
division and executive officer as the first non-Japanese national

Tay leads a team of eight. The FX desk engages with private
bank relationship managers (RMs), investment advisers and retail
treasury specialists to facilitate the RM lead business across FX
spot and derivatives. She joined from Bank of Singapore where
she was most recently the FX head for Singapore during her
seven years. Prior to that, she spent nine years as an FX sales
advisor for Southeast Asia and Greater China at UBS after serving
at the treasury unit of ABN AMRO Bank in Singapore.

Eurex
Kris Hopkins (pictured) has joined
Eurex, the Deutsche Boerse-owned
derivatives exchange, to develop its
equity and index products in Apac and
the Middle East, according to sources.
Hopkins will continue to be based in
Singapore where he was most recently
head of capital markets for Apac at SBI
Digital Markets, a start-up under Japan's
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SBI Digital Asset Holdings, after joining the firm in June 2021.
In his new role, he will report to Mezhgan Qabool, executive
director, head of market development sales for Apac and the
Middle East at Eurex. Prior to SBI, Hopkins spent 15 years
at investment banks in Singapore spanning Citibank, Bank
of America Merrill Lynch, J.P. Morgan and ABN AMRO Bank.
More recently, he was Apac head of e-trading sales for listed
derivatives at Citibank after joining as head of execution for
Apac in October 2017. Hopkins also acted as head of client
execution for South Asia at Bank of America Merrill Lynch from
2013 to 2017.

Julius Baer
Charmian Lye has parted ways with Maybank Singapore for
Julius Baer following her four years at the Malaysian bank where
she acted as a product manager. At the Swiss private bank,
she sits under the execution desk covering cash equity and
structured products based in Singapore, according to sources.
Ad interim she reports to Frankie Goi, executive director and
deputy team head of equity & exchange-traded derivatives
execution & advisory, until the position of Apac execution head
is filled at Julius Baer. Lye's licence with the Swiss bank went
effective from 24 August, according to the Monetary Authority
of Singapore (MAS). From 2010 to 2018, Lye worked for United
Overseas Bank (UOB) where she became a treasury product
manager in 2014 after working in sales management.
In the meantime, Maybank Singapore has welcomed Fiona
Ng from UOB where she was first vice president in structured
products and equity at the treasury division. Ng previously served
four years at Malaysia's CIMB and six years at EFG Internationalowned BSI Bank, respectively, after she started as an RM at UOB
in Singapore in 2007.

Insignia Financial
In Ireland, Shane O’Neill (pictured) has
been tasked as head of distribution
at Insignia Financial, an independent
investment advisory boutique behind the
Ballybunion Insignia Defined Returns Fund,
according to the firm. Effective from August,
he reports to Peter Murphy, founder and
managing director of Insignia Financial.
O’Neill is responsible for developing and further building the
sales and marketing infrastructure at the firm. This includes
increasing the fund’s assets under management and building
the overall business and its investment offering over the medium
to long terms. During his 25 years in investment management
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industry, O’Neill has held sales roles in several firms in London
including at Gartmore, Rothschild and Resolution.

Citi
The bank has named a new co-head of
equity and multi-asset derivatives sales and
structuring for Apac from J.P. Morgan after
the incumbent became global head of a
new unit. Cyrille Troublaiewitch has been
appointed as global head of equity private
markets, a newly-created team at Citi. He
continues to be based in Hong Kong SAR.
"His new job will be to offer solutions to investors in private
companies. Solutions are secondary liquidity financing
and derivatives," said a Citi spokesperson. Previously,
Troublaiewitch was managing director, Apac co-head of equity
and multi-asset derivatives sales and structuring. This role
will be succeeded by Mario Serafino mid next month, who
was most recently managing director, Apac head of equity
derivatives marketing, according to sources.
His new job will be to offer solutions to investors in private
companies. Based in Hong Kong SAR, Serafino will report to
Quentin Andre, global head of multi-asset group (MAG) at Citi in
London, along with Sue Lee, the other Apac co-head of equity and
multi-asset derivatives sales and structuring based in Singapore.
Serafino spent 18 years at J.P. Morgan where he was promoted
to managing director in May 2018, according to his LinkedIn
profile. His licence with the bank went ineffective on 19 July 2022,
according to Hong Kong's Securities and Futures Commission.
Troublaiewitch has a 20-year track in structuring after kicking off
his career at Deutsche Bank where he was an EQD structurer
for two years. Having joined Citi as a cross-asset structurer in
London in 2004, he moved to Hong Kong SAR three years later
with responsibility of launching innovative investment and hedging
solutions. In 2010, Troublaiewitch was promoted to managing
director and tasked as Apac head of product development. He
held the position of Apac head of MAG from February 2013 to May
2019, serving institutional, high-net-worth individuals and retail
clients. During this period, he also acted as the chairman of the
board at Citi First Investment Management, the asset management
arm within Citigroup Global Markets in Hong Kong SAR.
After that, Troublaiewitch took on his last role of co-head of equity
and multi-asset derivatives sales and structuring at the MAG. In
his new position, he serves institutional clients (sovereign wealth
fund, pension, lifer, hedge fund), family offices and private equity or
venture capital funds. Within the MAG, the past quarter saw some
senior managers relocate to Singapore from Hong Kong SAR,
including Christophe Mignard, head of equity structuring for Apac,
and Mederic Gehl, head of delta one and retail solutions for Apac,
the spokesperson confirmed with SRP.
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The Application Programming Interface (API), is a web-based software
application which allows clients to access our data in a controlled
manner & integrate it using their own software packages & systems.

Retrieve.
•

Download real time SRP data directly to excel

•

Receive market share on each asset class/payoff for
each company of interest

Interrogate.
•

Monitor & increase your market share

•

Carry out accurate trend analysis with comprenhensive
product data spanning over 15 years in seconds

Incorporate.
•

Import data directly into in-house systems/platforms
and interrogate the data and risk more effectively

•

Combine data sets with other products and visualise
it in the context of the larger business
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