
 

AGENDA 
Forum Meeting 

Timing:   Wednesday, 2 October 2013 commencing at 10.00am 
Lunch from 12.30pm to 2.00pm 

Location: ASX offices – Level 1, 20 Bridge Street, Sydney 

 

1. Welcome and Introductions 

a. Context: Code of Practice 

b. Role of the Forum  

The Forum is invited to approve the Charter of the Forum and to formalise the 
appointment of the Business Committee. 

10.00am – 10.15am 

2. Management Accounts 

Presentation of the cash market clearing and settlement management accounts 
for the year ended 30 June 2013. 

The agenda paper is provided for noting. 

10.15am – 10.55am 

3. Cash Market Clearing and Settlement Reporting 

a. Report on the operational performance of cash market clearing and settlement 
services  

The Forum is invited to provide feedback on the metrics included in the 
operational performance report for cash market clearing and settlement 
services. 

b. Outcomes of revenue sharing arrangements for period ending 30 June 2013 

Agenda paper 3b is provided for noting. 

10.55am – 11.15am 

4. Business Items 

a. Forum forward work program and Business Committee Report to the Forum 
from 16 August 2013 Business Committee meeting 

The Forum is invited to provide feedback on the scope and prioritisation of 
initiatives included in the forward work program. 

b. Broader industry matters for discussion at future meetings 

The Forum is invited to put forward other industry matters for discussion in 
future Forum meetings. 

11.15am – 11.45pm 
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5. International Cost Benchmarking of Cash Market Clearing and Settlement 

Services 

The Forum is invited to provide feedback on the scope and timing of the 
international benchmarking to be commissioned by ASX on cash market clearing 
and settlement services in 2014. 

11.45pm – 12.00pm 

6. Current Market and Regulatory Developments 

a. Financial Stability Standards – Account Segregation and Portability 

Agenda papers 6 and 6a have been provided for noting. 

12.00pm – 12.20pm 

7. Reporting to Boards of ASX Clear and ASX Settlement  

Matters from the meeting to be reported to the next meeting of the Boards of ASX 
Clear and ASX Settlement 

12.20pm – 12.25pm 

8. Next Meeting 

The next meeting of the Forum will be held on Wednesday, 2 April 2014, 
commencing at 10.00am 

Invitation to Members to put forward agenda items for the next meeting 

12:25pm – 12:30pm 

9. Lunch  12:30pm – 2:00pm 

 

FORUM MEETING DATES 
 

2014 FORUM MEETING DATES 

Wednesday, 2 April 2014 
10am to 12:30pm 
12:30pm to 2:00pm (Lunch) 

Monday, 23 June 2014 
10am to 12:30pm 
12:30pm to 2:00pm (Lunch) 

Wednesday, 1 October 2014 
10am to 12:30pm 
12:30pm to 2:00pm (Lunch) 
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ATTENDEES 

MEMBERS 
Company Name Job Title 
ASX Clear and ASX 
Settlement Boards 

Mr Ian McGaw Director 

ASX Limited Board Dr Ken Henry AC Director 
Users of clearing and settlement services 
Chi-X Australia Mr John Fildes Chief Executive Officer 
Citi Australia Mr Stephen Roberts Chief Executive Officer, Chief Country 

Officer 
Deutsche Bank AG Mr John Macfarlane Executive Chairman 
HSBC Bank Australia Mr Tony Cripps Chief Executive Officer 
Macquarie Securities Group Mr Stevan Vrcelj Group Head 
Morgan Stanley Australia Mr Steve Harker Managing Director and Chief Executive 

Officer 
Patersons Securities Mr Michael Manford 

(attendance by dial-in) 
Executive Chairman and CEO 

Pershing Securities Mr Craig Mason Chief Executive Officer 
UBS Australasia Mr Matthew Grounds Chief Executive Officer 
Industry stakeholders 
Australian Custodial Services 
Association (ACSA) 

Mr Pierre Jond Chair, ACSA 

Australian Financial Markets 
Association 

Mr David Lynch Executive Director 

Stockbrokers Association of 
Australia 

Mr David Horsfield Managing Director and CEO 

Financial Services Council Mr Greg Cooper Deputy Chairman, FSC 
Australian Payments 
Clearing Association (APCA)  

Mr Chris Hamilton Chief Executive Officer 

Association of 
Superannuation Funds of 
Australia (ASFA) 

Mr Gordon Noble Director Investments and Economy 

GBST Mr Stephen Lake 
(attendance by dial-in) 

Managing Director and Chief Executive 
Officer 

 
 
ASX Management 
Name Job Title Agenda Items in Attendance 
Mr Elmer Funke Kupper 
 

Managing Director and CEO  
(Chair of 2 October 2013 Forum 
Meeting) 
 

All 

Mr Peter Hiom  Deputy CEO All 
Ms Amanda Harkness Group General Counsel & Company 

Secretary 
All 

Ms Danielle Henderson General Manager, Clearing 
Services 

All 

Mr Daniel Moran  Deputy General Counsel All 
Mr Ramy Aziz Chief Financial Officer 2 
Mr Tim Hogben Executive General Manager, 

Operations  
3 & 4 

Mr Andrew White General Manager, Settlement 
Services 

3 & 4 
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ASX Management 
Name Job Title Agenda Items in Attendance 
Mr Tim Thurman  Chief Information Officer 4 
Mr Alan Bardwell Chief Risk Officer 4 & 6 
 
APOLOGIES 
 
MEMBERS 
Company Name Job Title 
CommSec representing 
Commonwealth Bank of 
Australia 

Mr Stephen Karpin Executive General Manager, Equities and 
Margin Lending 

Group of 100 (G100) Mr Terry Bowen President 
J.P. Morgan Mr Robert Priestley Chief Executive Officer, ASEAN and 

Australia and New Zealand 
Link Market Services and 
Link Super 

Mr Phillip Muhlbauer Chief Executive Officer 

 



FORUM MEETING PAPER AGENDA ITEM 1 

Topic Overview of the Code of Practice 

Date of the Meeting 2 October 2013 

Purpose of this 
paper 

To inform Forum members of ASX’s key commitments under the Code of Practice for the 
Clearing and Settlement of Cash Equities in Australia (Code of Practice), and to inform 
members of the role of the Forum and Forum Chair in reporting to, and from, the Boards of 
ASX Clear and ASX Settlement. 

Action Required The Forum is invited to approve the Charter of the Forum and to formalise the appointment of 
the Business Committee. 

 
OVERVIEW OF THE CODE OF PRACTICE 

ASX’s Code of Practice for Clearing and Settlement of Cash Equities in Australia (Code of Practice) became effective on 
9 August 2013. 

The Code was approved by the Boards of ASX Limited, ASX Clear Pty Limited and ASX Settlement Pty Limited.  The 
Code was also reviewed by the Council of Financial Regulators prior to it being finalised. 

ASX developed the Code of Practice following an announcement by the former Deputy Prime Minister and Treasurer on 
11 February 2013, to defer a decision on any licence application from a central counterparty seeking to offer cash equities 
clearing services in Australia for a period of two years. 

In developing the Code of Practice, ASX undertook a comprehensive industry consultation process involving a public call 
for submissions on a draft Code and consultation meetings with a wide range of industry stakeholders.  

The Code of Practice reinforces ASX’s commitment to ensuring Australia’s clearing and settlement infrastructure is 
efficient, well-capitalised and well regulated, and continues to meet users’ needs. 

ASX commitments under the Code of Practice 

The Code of Practice sets out ASX’s commitments in three key areas: 

1. the establishment of an advisory forum (the Forum) to allow ASX’s clearing and settlement participants, and a 
wide range of other industry stakeholders that are users of ASX’s clearing and settlement services to provide the 
Boards of ASX Clear and ASX Settlement with user input on the ongoing development of cash market clearing and 
settlement infrastructure and services  

2. transparent and non-discriminatory pricing of cash equities clearing and settlement services  

- clear and accessible fee schedules with brief service descriptions 
- transparency of terms, conditions and eligibility criteria applicable to any rebates, revenue-sharing 

arrangements and discounts 
- publishing management accounts for the clearing and settlement of cash equities in Australia by ASX Clear 

and ASX Settlement  
- international price benchmarking of cash equity clearing and settlement services 

3. transparent and non-discriminatory terms of access to cash equities clearing and settlement services  

- access requests considered in a timely manner 
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- protocols and procedures for responding to access requests by alternative market operators (AMOs) and 
alternative listing market operators (ALMOs) 

- information handling standards for AMOs and ALMOs 
- dispute resolution processes 

Further information on the Code of Practice, together with ASX’s cash market clearing and settlement services, is 
available at: http://www.asx.com.au/cs/ 

ROLE OF THE FORUM 

Under the Code of Practice, ASX committed to establish the Forum to provide a new mechanism for ASX to engage with 
users of clearing and settlement services and help ensure cash market clearing and settlement infrastructure and services 
continues to meet the needs of users and are aligned with global standards. 

The Forum will meet at least three times a year and will provide user input to the Boards of ASX Clear and ASX 
Settlement in relation to the ongoing development of cash market clearing and settlement infrastructure and services.     

Reporting to the Boards of ASX Clear and ASX Settlement 

The Form Chair is responsible for reporting to, and from, the Boards of ASX Clear and ASX Settlement in relation to 
matters raised by the Forum and other issues of interest to the Forum. 

Following each meeting of the Forum, the Forum Chair will prepare a report setting out the key issues discussed and any 
recommendations from the Forum regarding the development of cash market clearing and settlement infrastructure and 
services to be included in the papers for the next meeting of the Boards of ASX Clear and ASX Settlement.  The minutes 
of Forum meetings will also be provided to the Boards of ASX Clear and ASX Settlement. 

• A draft report for the Boards of ASX Clear and ASX Settlement will be circulated to Forum members for 
comment. 
 

• Draft meeting minutes will also be circulated to Forum members for comment following each meeting. 
 

• The finalised meeting minutes will be published on the ASX website. 
 

The Forum Chair will report back to the Forum on the outcome of discussions of the Boards of ASX Clear and ASX 
Settlement relevant to any recommendations made by the Forum. 

Forum Charter 

A draft Charter of the Forum has been prepared drawing off the commitments ASX made in relation to the establishment 
of the Forum in the Code of Practice.  The draft Charter is provided in Attachment A. 

The Business Committee 

The Forum will be supported by the Business Committee, which comprises representatives of clearing participants, 
settlement participants and alternative market operators.  The Business Committee will provide business and operational 
input and recommendations to the Forum on the forward work program.  The Business Committee will also help ASX 
progress initiatives of interest to the industry with the aim of improving efficiency and developing new business 
opportunities. 

The Business Committee met for the first time on 16 August 2013.  A report from the Business Committee summarising 
the key issues from that meeting and a copy of the meeting minutes are attached to the paper for agenda items 4a. 

 Establishment of Technical Committees 

The Forum may appoint and convene technical committees to examine and provide advice in relation to particular issues 
as required.  The possible replacement of CHESS is an example of a topic that would likely require a technical committee 
to be established.  

http://www.asx.com.au/cs/
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The Business Committee has requested that a technical committee be established to provide input to progress an ASX 
initiative to introduce SWIFT messaging as an alternative to CHESS proprietary messaging. 
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CHARTER OF THE FORUM 
The Forum was convened by ASX Limited (ASX) in August 2013.  ASX committed to establish the Forum under the Code 
of Practice for Clearing and Settlement of Cash Equities in Australia (Code of Practice), which became effective on 9 
August 2013. 

This Charter draws from the commitments made by ASX in the Code of Practice.  It sets out the role, membership and 
governance matters for the effective functioning of the Forum. 

1. Role of the Forum 

1.1. The role of the Forum is to: 

• provide user input to the Boards of ASX Clear and ASX Settlement in relation to ongoing investment in the 
design, operation and development of the core clearing and settlement infrastructure and services for the 
Australian cash equity market;  

• consider any matters of common interest arising under the Code of Practice or the principles set out in the 
December 2012 Report by the Council of Financial Regulators ‘Competition in Clearing Australian Cash 
Equities: Conclusions’; and  

• provide a formal mechanism for the Boards of ASX Clear and ASX Settlement to report to users on their 
strategic plans and investment decisions in relation to the design, operation and development of  the core 
clearing and settlement infrastructure and services for the Australian cash equity market. 

1.2. The Forum will appoint and convene a Business Committee to provide business and operational input on the 
forward work program of the Forum.  The Business Committee will report to the Forum.  Forum members, ASX 
Clear and ASX Settlement will nominate members of the Business Committee.  Business Committee members do 
not need to be members of the Forum. 

1.3. The Forum may appoint and convene technical committees to examine and provide advice in relation to particular 
issues as required.  Technical committees will report to the Forum.  Members of the technical committees do not 
need to be members of the Forum. 

2. Membership 

2.1. The Forum will comprise representatives of a wide range of user groups with a view to achieving a balance among 
the interests of the different user groups to enable the Forum to function as an effective process for providing user 
input to the Boards of ASX Clear and ASX Settlement. 

2.2. The Forum will consist of: 

• up to ten members representing clearing participants and settlement participants; 

• a member representing alternative market operators; 

• a member representing the Australian Financial Markets Association; 

• a member representing the Stockbrokers Association of Australia; 

• a member representing system vendors; 

• a member representing share registries; 

• a member representing payment system service providers; 

• a member representing the funds management industry; 

• a member representing the superannuation industry; 

• a member representing listed companies; 
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• a non-executive Director of the Boards of ASX Clear and ASX Settlement; and 

• a non-executive Director of the Board of ASX. 

2.3. ASX will invite users to nominate representatives as part of the selection process for appointment to the Forum.  
To inform the selection process, ASX will consult users on the nominees for the Forum. 

2.4. ASX will appoint members to the Forum based on their skills and experience.  Forum members will be appointed to 
the Forum for an initial two year term, subject to continued employment with the organisation by whom they were 
nominated.   

2.5. A member of the Forum cannot appoint a delegate or alternate to attend a meeting of the Forum in their absence 
without the prior approval of the Forum Chair. 

2.6. A member of the Forum may resign their membership by giving notice in writing to the Forum Chair. 

2.7. Prior to the expiry of the term of a member, or in the event that a member resigns, ASX will consult the 
organisation or user group represented by that retiring member, as appropriate, regarding the appointment of a 
new representative member.   

2.8. Some members, and the organisations that they represent, will rotate from term to term to ensure that the Forum 
can function as an effective process for providing input from a wide range of user groups to the Boards of ASX 
Clear and ASX Settlement over time. 

3. Chair of the Forum 

3.1. A Director of the Boards of ASX Clear and ASX Settlement will Chair the Forum (Forum Chair).   

3.2. The role of the Forum Chair is to: 

• convene, set the agenda for, and preside over meetings of the Forum; 

• take a leadership role in facilitating discussion and forging a consensus among members on matters being 
considered by the Forum;  

• keep and approve the minutes of meetings of the Forum; and 

• report to, and from, the Boards of ASX Clear and ASX Settlement in relation to matters raised by the Forum 
and other issues of interest to the Forum. 

4. Meetings of the Forum 

4.1. The Forum will meet at least three times a year.   

4.2. The Forum Chair may determine that more than three meetings be held in a year after consulting the members.  

4.3. ASX will provide the facilities and services required to convene meetings of the Forum. 

4.4. The Forum Chair may invite ASX management to attend meetings of the Forum. 

4.5. Draft meeting agendas will be electronically circulated to members prior to meetings of the Forum to provide 
members with the opportunity to contribute to the agenda setting process. 

4.6. Meeting agendas and associated papers will be electronically circulated to members one week prior to the relevant 
Forum meeting.  The meeting agendas and associated papers will also be published on the ASX website one week 
prior to the relevant Forum meeting. 
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4.7. Members of the Forum will not consider or discuss any competitively sensitive information in contravention of the 
Competition and Consumer Act 2010 (Cith). 

4.8. All meetings of the Forum will be minuted.  The draft minutes will be electronically circulated to members following 
each meeting to provide members with the opportunity to comment on the minutes. 

4.9. All recommendations to the Boards of ASX Clear and ASX Settlement shall be made on the basis of a broad 
consensus of those members present and expressing a view on the matter at the relevant meeting of the Forum.  
The Forum Chair will determine whether a broad consensus has been achieved. 

4.10. Minutes of meetings of the Forum will be published on the ASX website. 

5. Reporting  

5.1. A written report on the key issues discussed in each meeting of the Forum and any recommendations made by the 
Forum in that meeting will be prepared by the Forum Chair and included in the Board papers for the next meetings 
of the Boards of ASX Clear and ASX Settlement.  The Forum Chair will electronically circulate the draft report to 
Forum members following each meeting to provide an opportunity to comment on the report. 

5.2. The Forum Chair will report back to the Forum at its next meeting on the outcome of discussions of the Boards of 
ASX Clear and ASX Settlement relevant to any recommendations made by the Forum.  The Chair may also report 
on other issues of interest to the Forum. 

5.3. The Forum will be provided with a joint written response from the Boards of ASX Clear and ASX Settlement to the 
written report prepared by the Forum Chair on the key issues discussed in each meeting of the Forum and any 
recommendations made by the Forum.  The joint written response from the Boards of ASX Clear and ASX 
Settlement will set out: 

• a response to any material matters raised by the Forum; 

• the recommendations that are being followed; 

• the recommendations not being followed; and 

• the reasons for these decisions. 

5.4. The written report prepared by the Forum Chair on the key issues discussed in each meeting of the Forum and any 
recommendations made by the Forum, and the joint written response from the Boards of ASX Clear and ASX 
Settlement, will be published on the ASX website. 

6. Forum Secretariat 

6.1. ASX shall provide a secretariat service to the Forum.  The secretariat will: 

• arrange the venue and circulate notices for meetings of the Forum; 

• prepare agendas, minutes and other documents for meetings of the Forum; 

• maintain the pages of the ASX website dedicated to the Forum; and 

• arrange the publication of meeting agendas, minutes and other relevant documents of the Forum. 
 

Last Reviewed  
October 2013 
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FORUM MEETING PAPER AGENDA ITEM 2 

Topic Management Accounts 

Date of the Meeting 2 October 2013 

Purpose of this 
paper 

To inform Forum members of the cash market clearing and settlement management income 
statements for the year ended 30 June 2013. 
 

Action required To note the agenda paper. 

 
BACKGROUND 

As part of ASX’s commitment to transparent and non-discriminatory pricing in the Code of Practice for Clearing and 
Settlement of Cash Equities in Australia (Code of Practice), management accounts for the clearing and settlement of cash 
equities in Australia will be published annually at the same time as ASX reports its full-year results. 

On 22 August 2013, ASX published, together with ASX Limited FY13 Financial Results, cash market clearing and 
settlement management income statements for the year ended 30 June 2013. 

Both management income statements have been prepared as special purpose financial statements based on 
management information provided in accordance with the commitment ASX made in the Code of Practice and ASX’s 
internal cost allocation and transfer pricing policy between ASX group entities for clearing and settlement of cash equities 
in Australia.  These management income statements have been audited by PwC, which has provided an Auditor 
Independence Declaration in accordance with the Corporations Act requirements. 

The cash market clearing and settlement management income statements for the year ended 30 June 2013, including 
supporting accounting policy notes and the independent auditors report, are provided in Attachments A and B.  The ASX 
internal cost allocation and transfer pricing policy is provided in Attachment C. 

CASH MARKET CLEARING 

The cash market clearing management income statement reflects a profit after tax of $25.9 million, an economic profit 
after capital charge of $3.4 million and a return on equity of 11.7%.   

Total capital allocated to cash market clearing is $221.1 million.  It comprises default capital, operational capital and 
invested capital representing the value of fixed assets and intangibles supporting this activity.    

The management accounts do not include clearing of equity options. 

CASH MARKET SETTLEMENT 

The cash market settlement management income statement reflects a profit after tax of $23.3 million, an economic profit 
after capital charge of $9.7 million and a return on equity of 17.8%. 

Total capital allocated to cash market settlement is $130.4 million.  This comprises business / operational risk capital and 
invested capital. 

Attachments  
Attachment A – Cash Market Clearing Management Income Statement 
Attachment B – Cash Market Settlement Management Income Statement 
Attachment C – ASX cost allocation and transfer pricing policy 
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Management Income Statement – Cash Market Clearing 
  
 
 

FY13 
$ Million 

Revenue  
Cash market clearing 42.7 
Revenue sharing rebate (1.1) 
Trade acceptance service 0.6 
Participation fees 0.1 
Technical services 0.2 
Operating revenue 42.5 
  
Expenses  
Staff 6.8 
Equipment 1.2 
Occupancy 1.1 
Administration 1.0 
Cash operating expenses 10.1 
  
EBITDA 32.4 
  
Depreciation and amortisation 1.5 
  
EBIT 30.9 
  
Net interest income 6.1 
Total net interest income 6.1 
  
Profit before tax 37.0 
  
Tax expense (11.1) 
  
Profit after tax 25.9 
  
Capital charge (22.5) 
Economic profit after capital charge 3.4 
  
EBITDA margin 76.2% 
  
Total Capital 221.1 
Return on capital 11.7% 
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Notes to the Management Statement 
 
Summary of significant accounting policies 
 
These statements are the management income statements for the ASX cash market clearing 
activities. They have been prepared following the commitment made in the Code of Practice 
for Clearing and Settlement of Cash Equities in Australia released by ASX on 18 July 2013. 
 
These management statements were authorised for release by the Board of Directors of ASX 
Clear Pty Limited on 22 August 2013. 
 
Basis of preparation 
 
These special purpose management statements have been prepared on the basis of the 
Code of Practice for Clearing and Settlement of Cash Equities in Australia and the 
associated ASX internal cost allocation and transfer policy between ASX Group entities for 
clearing and settlement of cash equities in Australia. As these are based on management 
information they do not comply with Australian Accounting standards. 
 
The accounting policies adopted in the preparation of these statements are outlined below. 
 
Revenue recognition 
 
Consistent with the ASX financial statements, revenue is recognised when it is probable that 
the economic benefits will flow to these activities and the revenue can be reliably measured. 
The specific allocation of revenues is described below; 
 
Cash market clearing represents fees earned for the clearing of cash market trades 
transacted on ASX and other venues. Cash market trades include equities, interest rates, 
warrants and exchange traded funds. Fees are based on a basis point charge on the value of 
the transaction. These fees are accounted for at settlement date. 
 
Revenue sharing rebate represents the amount of cash market clearing fees rebated to 
clearing participants. The amount of the rebate represents 50% of the growth in revenue 
from cash market clearing for the six months ended 30 June 2013 over the prior comparable 
period. 
 
Trade acceptance service represents the annual fee charged to each operator of a licensed 
market for submitting trades into ASX Clear Pty Limited. The fee is recognised in the period 
earned. 
 
Participant fees represent annual and initial fees paid by clearing participants for 
membership in ASX Clear Pty Limited. Fees are recognised in the period earned. 
 
Technical services represents fees paid for technology connectivity to the ASX clearing and 
settlement platform. Fees paid to access the CHESS platform have been allocated between 
cash market clearing and cash market settlement evenly. 
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Notes to the Management Statement (continued) 
 
Expense allocations 
 
Operating expenses have been attributed to cash market clearing based on the ASX internal 
cost allocation and transfer pricing policy between ASX Group entities for clearing and 
settlement of cash equities in Australia. Costs have been attributed as either direct costs 
being those that can be directly attributable to the activities specifically undertaken within 
cash market clearing and indirect or common costs. Indirect costs are those costs incurred 
that are not directly attributable to activities within cash market clearing but are undertaken to 
indirectly support these activities. Attributions of costs have been performed at the individual 
cost centre for the different divisions within the ASX Group of companies. 
 
The attribution of direct and indirect costs by expense categories are described below. 
 
Staff costs 
 
Direct staff costs have been attributed based on an analysis by divisions within ASX of the 
amount of time involved in direct cash market clearing activities. In some divisions this has 
resulted in an attribution based on the number of full time equivalent staff costed at actual 
staff cost for different functions. In other divisions the allocation has been based on the 
percentage of time on average spent by staff performing cash market clearing activities. 
 
Indirect staff costs have been attributed in two ways: For divisions where the indirect or 
common activities cannot be specifically identified to cash market clearing, their costs have 
been allocated on the same percentage as total direct staff costs for all other divisions. For 
divisions where activities can be estimated based on analysis of functions performed, they 
have received a percentage allocation on that basis. These estimates are based on various 
activity drivers which differ among the different divisions. 
 
Equipment costs 
 
Direct equipment costs have been allocated on the basis of specific expenditure incurred on 
technology platforms supporting the cash market clearing activities. Where technology is 
shared with other activities, such as the cash market clearing and settlement platform, the 
allocation has been based on an estimate of the functionality related to each activity.  
 
Indirect equipment costs, being those costs that support technology platforms that provide 
common services to many business activities, have been allocated on the same basis as 
total direct staff costs as this is considered the most appropriate driver. 
 
Occupancy costs 
 
Occupancy costs have been allocated on the basis of direct and indirect staff costs attributed 
to cash market clearing, as the overall staff costs reflect the appropriate allocation of 
premises. 
 
Administration costs 
 
All administration costs have been attributed as indirect costs, as there are no specifically 
identifiable costs in this category for cash market clearing. Administration costs are common 
across many business units and include items such as stationery, travel, insurances and 
marketing. As these costs are common to and support many activities, they have been 
allocated on the basis of indirect staff costs. This is considered to be the most appropriate 
driver of the majority of this expenditure. 
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Notes to the Management Statement (continued) 
 
Interest income 
 
Interest income reflects the investment earnings on the capital attributed to cash market 
clearing. An interest charge has been applied on the difference between the liquidity 
requirement for cash market clearing and the default risk capital attributed, based on market 
interest rates for similar facilities. Interest income is recognised on an accrual basis. 
 
Capital 
 
The capital attribution to cash market clearing includes, default risk capital and operational 
risk capital supporting the clearing activities, as well as invested capital in the technology 
infrastructure. 
 
The default risk capital attribution is based on the potential stress loss scenarios applicable 
to cash market clearing that are adopted in ASX’s risk management framework. These 
allocate stress losses between cash equities and derivatives. 
 
Operational risk capital represents the amount of capital required for operational risk under 
the Financial Stability Standards. 
 
Invested capital represents the cost of infrastructure supporting the cash market clearing 
activities. Where technology infrastructure is shared with other activities, the allocation is on 
the same basis as that adopted in the allocation of equipment costs. 
 
The capital charge in the management income statement reflects ASX’s cost of capital 
applied to the capital attributed to cash market clearing. 
 
Tax 
 
Tax expense represents a charge based on the applicable income tax rate.
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PricewaterhouseCoopers, ABN 52 780 433 757 
Darling Park Tower 2, 201 Sussex Street, GPO BOX 2650, SYDNEY NSW 1171  
T +61 2 8266 0000, F +61 2 8266 9999, www.pwc.com.au  
 
Liability limited by a scheme approved under Professional Standards Legislation. 

Independent auditor’s report to the directors of ASX Clear Pty 
Limited 

We have audited the accompanying management income statement for the cash market clearing 
activities of ASX Clear Pty Limited, which comprises the income statement and a summary of 
significant accounting policies for the year ended 30 June 2013. 

Directors’ responsibility for the management statements 
The directors of ASX Clear Pty Limited are responsible for the preparation of the management income 
statement and have determined that the basis of preparation described in the summary of significant 
accounting policies to the management income statement is appropriate to meet the requirements of 
the Code of Practice for Clearing and Settlement of Cash Equities in Australia which became 
operational on the 9 August 2013 and complies with the ASX internal cost allocation and transfer 
pricing policy between ASX group entities for clearing and settlement of cash equities in Australia 
published on the 22 August 2013. 

The directors’ responsibility also includes such internal control as they determine is necessary to 
enable the preparation of the management income statement that is free from material misstatement, 
whether due to fraud or error. 

Auditor’s responsibility 
Our responsibility is to express an opinion on the management income statement based on our audit.  
We conducted our audit in accordance with Australian Auditing Standards.  Those Standards require 
that we comply with relevant ethical requirements relating to audit engagements and plan and 
perform the audit to obtain reasonable assurance whether the management income statement is free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the management income statement.  The procedures selected depend on the auditor’s judgement, 
including the assessment of the risks of material misstatement of the management income statement, 
whether due to fraud or error.  In making those risk assessments, the auditor considers internal 
control relevant to the entity’s preparation of the management income statement in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates, if any, 
made by directors as well as evaluating the overall presentation of the management income statement. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 
In our opinion, the management income statement presents fairly, in all material respects, the results 
of the cash market clearing activities of ASX Clear Pty Limited for the year ended 30 June 2013 in 
accordance with the accounting policies described in the summary of significant accounting policies to 
the management income statement. 
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Basis of Accounting and Restriction on Use 
Without modifying our opinion, we draw attention to the summary of significant accounting policies to 
the management income statement, which describe the basis of accounting. The management income 
statement has been prepared to assist ASX Clear Pty Limited to meet the financial reporting 
requirements of the Code of Practice for Clearing and Settlement of Cash Equities in Australia which 
became operational on the 9 August 2013and complies with the ASX internal cost allocation and 
transfer pricing policy between ASX group entities for clearing and settlement of cash equities in 
Australia published on the 22 August 2013. As a result, the management income statement may not be 
suitable for another purpose. No opinion is expressed as to whether the basis on which the underlying 
management income statement is prepared is appropriate to the needs of the users.  

PricewaterhouseCoopers 
 
 

 
Michael J Codling Sydney 
Partner 22 August 2013 
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Management Income Statement – Cash Market Settlement 
  
 
 

FY13 
$ Million 

Revenue  
Cash market settlement 40.9 
Revenue sharing rebate (0.7) 
Settlement access revenue 0.1 
Participation fees 0.4 
Settlement fail fees 1.6 
Technical services 0.5 
Operating Revenue 42.8 
  
Expenses  
Staff 7.8 
Equipment 1.8 
Occupancy 1.2 
Administration 1.5 
Cash operating expenses 12.3 
  
EBITDA 30.5 
  
Depreciation and amortisation 0.2 
  
EBIT 30.3 
  
Net interest income 3.0 
Total net interest income 3.0 
  
Profit before tax 33.3 
Tax expense (10.0) 
  
Profit after tax 23.3 
  
Capital charge (13.6) 
Economic profit after capital charge 9.7 
  
EBITDA margin 71.2% 
  
Total Capital 130.4 
Return on capital 17.8% 
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Notes to the Management Statement 
 
Summary of significant accounting policies 
 
These statements are the management income statements for the ASX cash market 
settlement activities. They have been prepared following the commitment made in the Code 
of Practice for Clearing and Settlement of Cash Equities in Australia released by ASX on 18 
July 2013. 
 
These management statements were authorised for release by the Board of Directors of ASX 
Settlement Pty Limited on 22 August 2013. 
 
Basis of preparation 
 
These special purpose management statements have been prepared on the basis of the 
Code of Practice for Clearing and Settlement of Cash Equities in Australia and the 
associated ASX internal cost allocation and transfer policy between ASX Group entities for 
clearing and settlement of cash equities in Australia. As these are based on management 
information they do not comply with Australian Accounting standards. 
 
The accounting policies adopted in the preparation of these statements are outlined below. 
 
Revenue recognition 
 
Consistent with the ASX financial statements, revenue is recognised when it is probable that 
the economic benefits will flow to these activities and the revenue can be reliably measured. 
The specific allocation of revenues is described below; 
 
Cash market settlement represents fees earned for the settlement of cash market trades 
transacted on ASX and other venues. Cash market trades include equities, interest rates, 
warrants and exchange traded funds. Fees are based on a fixed charge on the number of 
messages. These fees are accounted for at settlement date. 
 
Revenue sharing rebate represents the amount of cash market settlement fees rebated to 
settlement participants. The amount of the rebate represents 50% of the growth in revenue 
from cash market settlement for the six months ended 30 June 2013 over the prior 
comparable period. 
 
Participant fees represent annual and initial fees paid by settlement participants for 
membership in ASX Settlement Pty Limited. Fees are recognised in the period earned. 
 
Technical services represents fees paid for technology connectivity to the ASX clearing and 
settlement platform. Fees paid to access the CHESS platform have been allocated between 
cash market clearing and cash market settlement evenly. 
 
Expense allocations 
 
Operating expenses have been attributed to cash market settlement based on the ASX 
internal cost allocation and transfer pricing policy between ASX Group entities for clearing 
and settlement of cash equities in Australia. Costs have been attributed as either direct costs 
being those that can be directly attributable to the activities specifically undertaken within 
cash market settlement and indirect or common costs. Indirect costs are those costs incurred 
that are not directly attributable to activities within cash market settlement but are undertaken 
to indirectly support these activities. Attributions of costs have been performed at the 
individual cost centre for the different divisions within the ASX Group of companies. 
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Notes to the Management Statement (continued) 
 
The attribution of direct and indirect costs by expense categories are described below. 
 
Staff costs 
 
Direct staff costs have been attributed based on an analysis by divisions within ASX of the 
amount of time involved in direct cash market settlement activities. In some divisions this has 
resulted in an attribution based on the number of full time equivalent staff costed at actual 
staff cost for different functions. In other divisions the allocation has been based on the 
percentage of time on average spent by staff performing cash market settlement activities. 
 
Indirect staff costs have been attributed in two ways: For divisions where the indirect or 
common activities cannot be specifically identified to cash market settlement, their costs 
have been allocated on the same percentage as total direct staff costs for all other divisions. 
For divisions where activities can be estimated based on analysis of functions performed 
they have received a percentage allocation on that basis. These estimates are based on 
various activity drivers which differ among the different divisions. 
 
Equipment costs 
 
Direct equipment costs have been allocated on the basis of specific expenditure incurred on 
technology platforms supporting the cash market settlement activities. Where technology is 
shared with other activities, such as the cash market clearing and settlement platform, the 
allocation has been based on an estimate of the functionality related to each activity.  
 
Indirect equipment costs, being those costs that support technology platforms that provide 
common services to many business activities have been allocated on the same basis as total 
direct staff costs as this is considered the most appropriate driver. 
 
Occupancy costs 
 
Occupancy costs have been allocated on the basis of direct and indirect staff costs attributed 
to cash market settlement, as the overall staff costs reflect the appropriate allocation of 
premises. 
 
Administration costs 
 
All administration costs have been attributed as indirect costs as there are no specifically 
identifiable costs in this category for cash market settlement. Administration costs are 
common across many business units and include items such as stationery, travel, insurances 
and marketing. As these costs are common to and support many activities, they have been 
allocated on the basis of indirect staff costs. This is considered to be the most appropriate 
driver of the majority of this expenditure. 
 
Interest income 
 
Interest income reflects the investment earnings on the capital attributed to cash market 
settlement. Interest income is recognised on an accrual basis. 
 
Capital 
 
The capital attribution to cash market settlement includes, operational risk capital supporting 
the settlement activities, as well as invested capital in the technology infrastructure.  
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Notes to the Management Statement (continued) 
 
Operational risk capital represents the amount of capital required and made available for 
operational risk as assessed by the Board having regard to global benchmarks. 
 
Invested capital represents the cost of infrastructure supporting the cash market settlement 
activities. Where technology infrastructure is shared with other activities, the allocation is on 
the same basis as that adopted in the allocation of equipment costs. 
 
The capital charge in the management income statement reflects ASX’s cost of capital 
applied to the capital attributed to cash market settlement. 
 
Tax 
 
Tax expense represents a charge based on the applicable income tax rate.
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PricewaterhouseCoopers, ABN 52 780 433 757 
Darling Park Tower 2, 201 Sussex Street, GPO BOX 2650, SYDNEY NSW 1171  
T +61 2 8266 0000, F +61 2 8266 9999, www.pwc.com.au  
 
Liability limited by a scheme approved under Professional Standards Legislation. 

Independent auditor’s report to the directors of ASX 
Settlement Pty Limited 

We have audited the accompanying management income statement for the cash market settlement 
activities of ASX Settlement Pty Limited, which comprises the income statement and a summary of 
significant accounting policies for the year ended 30 June 2013. 

Directors’ responsibility for the management statements 
The directors of ASX Settlement Pty Limited are responsible for the preparation of the management 
income statement and have determined that the basis of preparation described in the summary of 
significant accounting policies to the management income statement is appropriate to meet the 
requirements of the Code of Practice for Clearing and Settlement of Cash Equities in Australia which 
became operational on the 9 August 2013 and complies with the ASX internal cost allocation and 
transfer pricing policy between ASX group entities for clearing and settlement of cash equities in 
Australia published on the 22 August 2013. 

The directors’ responsibility also includes such internal control as they determine is necessary to 
enable the preparation of the management income statement that is free from material misstatement, 
whether due to fraud or error. 

Auditor’s responsibility 
Our responsibility is to express an opinion on the management income statement based on our audit.  
We conducted our audit in accordance with Australian Auditing Standards.  Those Standards require 
that we comply with relevant ethical requirements relating to audit engagements and plan and 
perform the audit to obtain reasonable assurance whether the management income statement is free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the management income statement.  The procedures selected depend on the auditor’s judgement, 
including the assessment of the risks of material misstatement of the management income statement, 
whether due to fraud or error.  In making those risk assessments, the auditor considers internal 
control relevant to the entity’s preparation of the management income statement in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates, if any, 
made by directors as well as evaluating the overall presentation of the management income statement. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 
In our opinion, the management income statement presents fairly, in all material respects, the results 
of the cash market settlement activities of ASX Settlement Pty Limited for the year ended 30 June 
2013 in accordance with the accounting policies described in the summary of significant accounting 
policies to the management income statement. 
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Basis of Accounting and Restriction on Use 
Without modifying our opinion, we draw attention to the summary of significant accounting policies to 
the management income statement, which describe the basis of accounting. The management income 
statement has been prepared to assist ASX Settlement Pty Limited to meet the financial reporting 
requirements of the Code of Practice for Clearing and Settlement of Cash Equities in Australia which 
became operational on the 9 August 2013and complies with the ASX internal cost allocation and 
transfer pricing policy between ASX group entities for clearing and settlement of cash equities in 
Australia published on the 22 August 2013. As a result, the management income statement may not be 
suitable for another purpose. No opinion is expressed as to whether the basis on which the underlying 
management income statement is prepared is appropriate to the needs of the users.  

 
PricewaterhouseCoopers 
 

 
Michael J Codling Sydney 
Partner 22 August 2013 
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ASX internal cost allocation and transfer pricing policy between 
ASX group entities for clearing and settlement of cash equities 
in Australia 
 
This policy sets out the methodology that is to be applied to: 
 

• Allocation of costs to Australian cash equities clearing and settlement for the purpose of 
preparing management accounts for the cash equities clearing and settlement activities 
of ASX Clear and ASX Settlement pursuant to the Code Of Practice for Clearing and 
Settlement of Cash Equities in Australia. 
 

• Transfer pricing for facilities or services that ASX group entities provide to ASX Clear or 
ASX Settlement in connection with Australian cash equities clearing and settlement. 

 
• Transfer pricing for services that relate to Australian cash equities clearing and 

settlement which ASX Clear or ASX Settlement provide to ASX group entities where 
materially equivalent services are provided to third parties or users. 

 
1. ASX has put in place a Code of Practice for Clearing and Settlement of Cash Equities in Australia 

(the Code). The Code is based on 3 key principles being user input to governance, transparent and 
non-discriminatory pricing and access to clearing and settlement services. 
 

2. The Code sets out ASX’s commitment to non-discriminatory pricing and the development of internal 
cost allocation models and policies.  

 
3. The Code provides that ASX will publish management accounts for ASX Clear and ASX Settlement 

in respect of the clearing and settlement of cash equities in Australia on an annual basis and that 
these accounts will be made available on the ASX website. This policy describes the manner in 
which costs will be allocated to clearing and settlement functions in the preparation of those 
accounts. Compliance with this policy will be subject to internal audit review and an annual review 
by an external auditor in accordance with the Code. 

Purpose of policy 
 
4. Cost allocation under this policy relates to the attribution of ASX’s directly attributable costs to cash 

equity clearing, settlement and other services and the allocation of common or indirect costs 
between these different services. 
 

5. The purpose of this policy is to ensure that costs are appropriately attributed and allocated to the 
cash equity clearing and settlement services provided by ASX. The published management 
accounts for ASX Clear and ASX Settlement will set out separated line items for the costs of cash 
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equity clearing services and settlement services. This contributes to ASX’s commitment under the 
Code. 

 

Attribution of costs 
 
6. The following principles will be applied to the attribution of ASX Group operating (e.g. staff 

expenses, technology costs) and capital costs associated with the clearing and settlement of cash 
equity market transactions (cash market transactions). Cash market transactions include the 
trading of cash equities, warrants and exchange-traded funds (ETFs). Exchange-traded derivatives 
are not included in cash market transactions.  
 

7. Cash market settlement refers to the settlement activities associated with cash market transactions 
and excludes any non-settlement (registry) services provided to listed entities. 

 
8. The management accounts will attribute costs to 3 separate categories of services: 

 
• clearing services for cash market transactions; 

 
• settlement services for cash market transactions; and 

 
• ‘other’ services. 

 
9. Other services may include trading services and clearing and settlement services for non-cash 

market transactions. 
 

10. ASX recognises that activities and functions drive costs. Where possible ASX will determine the 
cause or driver of costs and assign costs to the categories of services above on that basis.  

 
11. Costs may be categorised as either: 
 

• ‘direct’ costs; or 
 

• indirect (sometimes called ‘common or ‘shared costs’). 
 
Operating costs 
 
12. In the first instance, ASX will seek to allocate costs on a direct basis. This will identify costs which 

can be directly linked to the provision of relevant services through an analysis of the activities and 
their related costs for: 

 
• a clearing service for cash market transactions; 

 
• a settlement service cash market transactions; or 

 
• a clearing and settlement service for cash market transactions. 

 
13. This process will identify the direct costs of clearing services for cash market transactions, 

settlement services for cash market transactions and the costs that are common to clearing and 
settlement services for cash market transactions, but not other services. 
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14. Costs which cannot be attributed on a direct basis to the services identified above will be allocated 

based on the most appropriate cost driver, or in proportion to the annualised direct costs for each 
service category. 

 
Capital costs 

 
15. The ASX Group provides capital and liquidity to ASX Clear and ASX Settlement and also 

undertakes capital expenditure in relation to cash market clearing and settlement infrastructure. 
 

16. The following principles will be applied specifically to the attribution of capital, liquidity and interest 
income related to cash market clearing and settlement: 

 
• Capital provided to clearing and settlement of cash market transactions will be attributed with 

reference to regulatory requirements and a risk based assessment. A risk based capital charge 
will be applied to this capital. 
 

• Invested capital will be attributed on a direct basis. Where capital expenditure is incurred on 
shared or common infrastructure, an allocation will be applied to each service based on an 
appropriate cost driver. A risk based capital charge will be applied to this capital. 
 

• Any borrowings specifically utilised for the cash market clearing and or settlement services will 
be attributed to those functions on an actual market cost basis. 
 

• Any provision of committed liquidity facilities from the ASX Group to cash market clearing or 
settlement will be transfer priced at market rates. 
 

• Interest income earned on the investment of capital utilised by the cash market clearing and 
settlement facilities lodged by participants will be applied to the accounts for these facilities on 
an actual basis. 

 
Management accounts 
 
17. The application of this policy will ensure: 
 

• costs are reported consistently in the management accounts each year; 
 

• costs are attributed directly to or allocated between categories of services based on the 
substance (over the legal form) of the underlying activity or function; and 
 

• direct costs are only allocated once to one category of services and common costs are only 
allocated once between categories of services. 

 
18. Operating revenues attributed to clearing and settlement will be actual revenue recognised in 

accordance with ASX’s accounting policies adopted for consolidated statutory reporting. 
  

19. The income statements for the cash market clearing and settlement activities will not align with the 
statutory income statements of ASX Clear Pty Limited or ASX Settlement Pty Limited due to internal 
ASX service agreements and the inclusion of other activities in these subsidiaries. 

 

Agenda Item 2 – Attachment C

Page 3 of 4



Transfer pricing for services provided by ASX Clear or ASX Settlement 
 
20. As set out in the Code: 
 

• Non-discriminatory prices will be charged to all users for materially equivalent services. 
 

• Where specific services are developed or modified in order to meet the requirements of other 
market operators/exchanges, ASX Clear and ASX Settlement may recover the development 
and on-going costs from those operators. Any charges will be non-discriminatory and 
consistently applied to all beneficiaries of the facilities. 
 

• Where expenditure is incurred to develop or provide services not related to the clearing or 
settlement of cash market transactions, those costs will not be included in the cash market 
clearing and settlement accounts.
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FORUM MEETING PAPER AGENDA ITEM 3A 

Topic Report on the operational performance of cash market clearing and 
settlement services 

Date of the Meeting 2 October 2013 

Purpose of this 
paper 

To report on key performance metrics for ASX’s clearing and settlement services.  

Action Required The Forum is invited to provide feedback on the metrics included in the operational 
performance report for cash market clearing and settlement services. 

 
BACKGROUND ON CLEARING AND SETTLEMENT SERVICES 

The clearing and settlement of equities performs a critical role in the operation of Australia’s financial markets, 
helping to reduce counterparty and systemic risk, and provide transaction efficiency and certainty for end 
investors. 

 

 
 
Core processes that provide these benefits include novation, netting and settlement. 

Novation 

Through a contractual process known as novation, ASX Clear becomes the seller to every buyer and the buyer to 
every seller, making it liable for completing all cleared transactions on the relevant market.  Novation is deemed to 
occur at the point of trade and performs two important functions: 
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• it replaces the clearing participants’ credit exposures to other clearing participants by substituting the 
clearing house as the central counterparty; and 

• it enables the netting of settlement obligations. 

Through novation, ASX Clear provides protection to non-defaulting clearing participants (and, indirectly, their 
clients) from the inability of a defaulting clearing participant to meet its obligations.   

A key metric for monitoring ASX Clear protection provided is the market coverage, that is the percentage of on 
and off market trading that is novated. This metric is termed “market coverage”. 

Netting 

ASX Clear is approved as a ‘netting market’ for the purposes of the Payment Systems and Netting Act. This 
enables the netting of settlement obligations, in each individual equity, providing greater market efficiency at the 
time of settlement and reducing participant transaction and funding costs. 

A key metric for monitoring netting benefits is the percentage by which gross novated trades are netted down for 
settlement.  In value terms, this delivers liquidity and capital savings. In terms of volume, it delivers settlement 
efficiency through lower settlement instruction volumes. This metric is termed “netting efficiency”. 

Settlement  

ASX's model for settlement maximises efficiency, while minimising the risk of settlement failure.  It does this by 
simultaneously transferring the legal ownership of shares and facilitating the transfer of money for those shares.  
This is done through a Model 3 multilateral net batch settlement mechanism with irrevocable settlement finality at 
the end of the processing cycle.  The transfer of money occurs across the Exchange Settlement Accounts of 
payment providers in the RBA’s Information and Transfer System (RITS).  

A key metric for monitoring settlement certainty is the percentage of scheduled settlement that settles successfully 
compared to trades that fail to settle on settlement date.   

Service availability  

ASX’s critical processes of novation, netting and settlement are supported in ASX’s core system CHESS. It is 
critical for market operations that CHESS remains stable and available for processing.  A key metric for monitoring 
systems availability is the percentage of systems uptime as measured against target availability times.  The 
business service availability target for CHESS is 99.80%. 

For the quarter up to 20 September 2013 quarter, the average monthly system availability was 100% for CHESS.  
The average monthly availability of CHESS has been 99.99% between November 2011 and 20 September 2013. 

Reporting on clearing and settlement service performance 

The key metrics noted above on novation, netting efficiency and settlement efficiency for the quarter up to 20 
September 2013 and the June 2013 quarter are reported in Attachment A.  They are also supported by charts 
demonstrating a longer reporting period (of two years) in Attachment B. 

BACKGROUND ON TRADE ACCEPTANCE SERVICES 

Trades executed on ASX and Chi-X are submitted to ASX Clear for registration following a verification process. 
Once registered by ASX Clear, each cash market trade is replaced with a cash market CCP transaction between 
each participant and ASX Clear. This process is novation.  

The TAS provides a trade verification process so that trades executed on the Chi-X market can be submitted to 
CHESS.  Trades executed on the ASX market are subject to a trade verification process through a system known 
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as CORE prior to being submitted to CHESS.   If the verification conditions are not satisfied then trades are 
rejected and not submitted to CHESS.  

The verification process under TAS was designed to deliver materially equivalent outcomes with that under 
CORE.  However, there are two differences in the service processing set out below. 

VERIFICATION LAYER CORE TAS 

Security 

(authentication and 
encryption) 

Directional messaging only.  

No authentication or encryption. 

Bidirectional messaging. 

Authentication and encryption both 
ways. 

Verification messaging 

(acceptance and rejection) 

Real time trade rejection only.  

No messaging, through exception 
reporting only. 

Real time message verification on trade 
acceptance or rejection.  

 

  

 

Clearing and settlement services are provided to clearing and settlement participants in the same way irrespective 
of whether the trades are executed on ASX or Chi-X with one exception.  CHESS trade notification/settlement 
creation is suspended for approximately 20 minutes during the daily settlement cycle for trades executed on ASX, 
but remains continuous for trades executed on Chi-X.  
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QUARTERLY PERFORMANCE REVIEW  

ASX Clear reviews its service performance under the TAS and conducts quarterly performance reviews of service 
standards as defined in the legal agreements.    ASX has committed under the Code of Practice to consult with 
Chi-X on the service level agreements under the TAS to ensure that they are consistent with both the outcomes of 
a competitive market and ASX Clear and ASX Settlement’s license obligations. 

As part of ongoing quarterly reviews, ASX reports metrics on the availability of the TAS and on trade acceptance 
and rejection and works with Chi-x to understand the basis of trade rejections and necessary resolution.  ASX has 
committed to an independent review of field validation and verification conditions between CORE and TAS to 
ensure materially equivalent outcomes. This review is underway. 

Service availability  

In the Business Committee meeting, members requested that ASX report on the availability and verification 
metrics for TAS and CORE on a side by side basis.  

For the quarter to 20 September 2013, the average monthly system availability was 99.94% for the TAS. The 
average monthly availability of the TAS has been 99.98% between November 2011 and 20 September 2013. The 
business service availability target for TAS is above 99.80%.  

For the quarter to 20 September 2013, the average monthly system availability was 100% for CORE. The average 
monthly availability of CORE has been 99.99% between November 2011 and 20 September 2013.  

Service availability incident report 

On 20 Aug 2013 a network switch failure caused a general connectivity failure for market participants connected 
to a particular node.  CHI-X along with 45 out of a total of 85 ASX market participants were affected by this issue 
and as a result were unable to send or receive CHESS messages for a period of 27 minutes.  The issue occurred 
outside trading hours with minimal impact to participants from this incident. 

Since this incident ASX has upgraded this switch infrastructure with a more resilient implementation and secondly, 
are reviewing the connectivity routing algorithm to provide automated fail-over to nodes that are still available.  
These measures will greatly reduce both the probability of a recurrence of this issue and the impact to connected 
participants in the case of a recurrence. 

Trade verification 

In the quarter up to 20 September 2013, ASX Clear through the TAS processed 8,789,159 trades and no trades 
were rejected. This compares to June quarter, where 11,292,289 trades were processed and 4 trades were 
rejected. 

In the quarter up to 20 September 2013, ASX Clear through CORE processed 46,411,303 trades and rejected 62 
trades in total. This compares to the June 2013 quarter, where ASX Clear processed 55,000,299 trades and 
rejected 2,247 trades.  In the June quarter, there was an exceptional event where 2,202 ASX trades were rejected 
for an incorrect clearer identification code.   
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ATTACHMENT A – SUMMARY METRICS RELATING TO THE PERFORMANCE OF ASX’S CLEARING AND SETTLEMENT SERVICES 

Value metrics Quarter up to 20 September 2013  June 2013 Quarter 

Total traded value (on and off market) $4.7 billion $5.3 billion 

Total cleared value  $3.4 billion $4.0 billion 

ASX Clear market coverage 72.3% 75.5% 

Total cleared value post-netting $1.4 billion $1.5 billion 

Netting efficiency (value) 58.8% 62.5% 

Total settled value (Including cleared & non-cleared) $7.7 billion $9.0 billion 
 

Volume metrics (number of transactions) Quarter up to 20 September 2013  June 2013 Quarter 

Total traded volume (on and off market) 934,301 1,092,501 

Total cleared volume 808,214 884,380 

ASX Clear market coverage 86.5% 81.0% 

Total cleared volume post-netting 12,812 13,169 

Netting efficiency (volume) 98.4% 98.5% 

Total settlement volume (Including cleared & non-cleared ) 52,889 50,983 

Settlement failure rate 0.3% 0.3% 

All values are daily averages 
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ATTACHMENT B – PERFORMANCE OF ASX’S CLEARING AND SETTLEMENT SERVICES OVER THE LAST TWO YEARS 

CHESS and TAS business service availability 
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ASX Clear market coverage – percentage of traded value (on and off market trades) novated 
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Netting efficiency – percentage of gross traded value net for down for settlement 
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Settlement fail rate – (%) of all Settlement Instructions (Volume) 
 
 

 



FORUM MEETING PAPER AGENDA ITEM 3B 

Topic Equity Markets Revenue Sharing Arrangements and ASX Equity Research 
Scheme  

Date of the Meeting 2 October 2013 

Purpose of this 
paper 

To inform Forum members of the outcomes of the revenue sharing arrangements FY13, and 
to inform members of the results of the FY13 trial ASX Equity Research Scheme.   

Action required To note the agenda paper. 

 
BACKGROUND  

ASX has revenue sharing schemes for its futures business and its cash market trading, clearing and settlement 
businesses in place.   For FY13, the total rebates paid by ASX under the respective revenue sharing schemes was $9.376 
million.  

• Futures trading participants were credited with $7.198 million as part of a large volume rebate scheme. 
 

• Cash equities trading, clearing and settlement participants were credited $2.178 million for the 6 months to 30 
June 2013 as part of the revenue sharing arrangements. 

In addition, ASX has put in place an Equity Research Scheme, which supports the production of independent research on 
ASX-listed companies with a market capitalisation of below $1 billion. 

 
 ASX REVENUE SHARING ARRANGEMENTS IN CASH EQUITIES 

From 1 January 2013, ASX announced a new revenue sharing arrangement.   
  
The revenue sharing arrangement for cash equities operate on the following basis: 
 
• Separate revenue sharing schemes for the cash equities trading, clearing1 and settlement businesses; 

 
• ASX revenue growth above an annual growth threshold for the relevant business will be shared 50/50 with 

customers, proportionate to each customer’s revenue contribution; 
 
• The growth thresholds are 0% for the second half of FY13 and for FY14.  The annual growth thresholds will be 

reviewed after this initial period and set before the commencement of FY15; 
 

• Revenue sharing rebates are paid annually in arrears; and 
 

• All participant clients are eligible for rebates regardless of size. 
 

 

 

 

 

                                                
1 Excludes exchange traded options 
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ASX has completed the first term of the revenue sharing arrangement for the period 1 January 2013 until 30 June 2013, 
with the following rebates paid: 

Participant Category Revenue Sharing Rebate (1 Jan – 30 Jun 2013) 
$m 

Equity Trading Participants 0.384 

Equity Clearing Participants 1.080 

Equity Settlement Participants 0.714 

Aggregate Revenue Sharing 
Rebate 

2.178 

ASX EQUITY RESEARCH SCHEME 

The ASX Equity Research Scheme supports the production of high-quality, independent research on ASX-listed 
companies with a market capitalisation below $1 billion (around 92% of all listed companies).   

Results for the FY13 Trial Scheme 

In FY 2013, ASX provided $1 million to fund a successful 12-month trial involving 1,244 companies and 12 research 
providers.  The trial results were positive, with many small and medium sized companies receiving research coverage for 
the first time. 

Participating companies have reported improved relationships with analysts, with more than half of the companies 
receiving coverage beyond the initial research provided during the trial.  Within that period, approximately 62% of 
participating companies experienced a rise in the turnover of their securities, compared to the previous corresponding 
period.  This compares to only 42% of companies across the overall market experiencing an increase in turnover over the 
same period. 

Expanded Scheme 

For FY 2014, ASX increased the funding to $2m spread across 17 market participants, including a high proportion of 
domestic brokers.  The company coverage was increased to cover 1,314 listed companies. 

The FY 14 ASX Equity Research Scheme provides the following: 

• Institutional report - companies with a market capitalisation between $200 million and $1 billion.  Thirteen 
licensed market participants to each produce three standard institutional reports, over a 12 month period, with 
analysis and commentary covering approximately 38 companies in total as chosen by the market participants 
(approximately 64% of eligible companies).  

• Retail report - companies with a market capitalisation between $50 million and $200 million.  Twelve licensed 
market participants to produce three standard retail research reports, over a 12 months period, with analysis and 
commentary on approximately 76 companies in total as chosen by the market participants (approximately 33% of 
eligible companies).    

• Company snapshot report - companies with a market capitalisation below $50 million.  Produced and 
updated daily by Morningstar Australia for all eligible companies (approximately 1,200).  It will include new liquidity 
data, such as average buy/sell spread, annual turnover and top 20 shareholder ownership across three 
years.  Reports are available on the ASX website. 
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FORUM MEETING PAPER AGENDA ITEM 4A 

Topic Forum forward work program  

Date of the Meeting 2 October 2013 

Purpose of this 
paper 

To inform Forum members of the initiatives included in the proposed forward work program 
developed for the next twelve months.  

Action Required The Forum is invited to provide feedback on the scope and prioritisation of initiatives included 
in the forward work program. 

 
OVERVIEW 
 
ASX has developed a forward work program that provides a detailed schedule of initiatives ASX intends to progress over the 
coming two years.  The forward work program has been developed around the following four major themes: 

1. Capital efficiency and industry economics;  
 

2. Participant structure flexibility and efficiency; 
 

3. Service Innovation; and 
 

4. Technology and Infrastructure enhancements. 

The objective is to utilise input from the Forum and the Business Committee to help ASX progress initiatives of interest to industry 
with a view to improving efficiency and developing and supporting new business opportunities. 
 
The Business Committee considered the forward work program at its 16 August 2013 meeting.  The proposed forward work 
program, which incorporates the feedback from the Business Committee, is provided in Attachment A.  
 
The Business Committee’s report to the Forum summarises its key recommendations and consideration of the initiatives that 
should be prioritised.  The Business Committee’s report to the Forum is provided in Attachment B and the minutes from the 
16 August 2013 Business Committee meeting are provided in Attachment C. 

 
QUESTIONS FOR THE FORUM 

ASX would appreciate feedback from the Forum members on the following: 

• Does the forward work program contain the appropriate industry priorities? 
 

• Are there additional topics that should be included in the forward work program?  
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FORWARD WORK PROGRAM  

Theme Objectives Possible topics for discussion / 
agenda items Description of topic 

1. Capital 
Efficiency 
and industry 
economics 

To minimise the 
capital costs for 

ASX’s 
customers whilst 

maintaining 
robust CCP 

capital support 

a. ASX cash market clearing and 
settlement economics 

ASX published the management accounts in respect of the clearing and settlement of cash equities in 
Australia on the 22nd August 2013 at the same time that ASX reported its full-year results.  ASX will provide 
a detailed briefing at the 19 February 2014 Business Committee meeting. 

b. International benchmarking of 
cash market clearing and 
settlement costs 

ASX Clear and ASX Settlement will consult the Forum and the Business Committee on the scope and 
methodology of the international price benchmarking prior to it being commissioned.  

c. Capital and risk review, 
including margining and liquid 
capital requirements 

ASX will provide a review of risk protections provided since the introduction of cash market margining and 
will review liquid capital requirements in this context.  

d. Regulatory requirements, 
including Financial Stability 
Standards 

ASX will brief the Committee on the ASX consultation paper on the new Financial Stability Standards 
relating to account segregation and portability, and liquidity risk released on 29 July 2013. 

 
Timing for Business Committee Consideration of Topics 
 

 
  

August 13 February 14 May 14 August 14 

• Regulatory 
requirements, 
including Financial 
Stability Standards 

• ASX cash market 
clearing and 
settlement 
economics 

• International 
benchmarking of 
cash market 
clearing and 
settlement costs 

• Capital and risk 
review, including 
margining and 
liquid capital 
requirements 

 



FORWARD WORK PROGRAM  
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Theme Objectives Possible topics for 
discussion / agenda items Description of topic 

2. Participant 
Structure 
Flexibility & 
Efficiency 

To align ASX’s 
participant access 

regime with its 
customers’ evolving 

business models 

a. Participant structures, 
including shadow broking & 
road map 

ASX will also provide a ‘road map’ of initiatives aimed at improving participant structure flexibility and 
efficiency. ASX will present a proposal for the introduction of tiered capital for general clearing participants. 
ASX will also present proposals on other clearing participant structures and seek feedback on potential 
benefits to customers in terms of capital costs, margin efficiencies, operating costs and transactional 
efficiency. 

b. Clearing only participant 
structures 

ASX will present a proposal for the introduction of a clearing only general participant status and seek 
feedback from the Committee on whether this may encourage greater flexibility in terms of outsourcing 
arrangements.  HIN sponsorship arrangements will also be examined in this review.   

c. Participant location 
requirements 

ASX will provide an update on industry trends in terms of participant location in clearing and settlement and 
will seek feedback from the Committee on whether greater flexibility is required and could be supported 
under current legal and regulatory settings, and identify what domestic location requirements are necessary.   

d. Outsourcing structures ASX will provide an update on industry trends in outsourcing arrangements and will seek feedback from the 
Committee on whether greater flexibility is required and could be supported under current risk, legal and 
regulatory regimes or whether formal requirements on outsourcing are necessary.   

e. Multiple third party 
clearing arrangements 

ASX will highlight recent changes to clearing participant structures, provide an update on approvals and 
explain how these changes relate to third party clearing arrangements.  

 
Timing for Business Committee Consideration of Topics 
 

   

August 13 February 14 May 14 August 14 

• Participant 
structures, third 
party clearing 
arrangements 

• Clearing only 
participant 
structures 

• Participant 
structures, 
including 
shadow broking 
and road map 

• Outsourcing 
structures 

• Participant 
location 
requirements 
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Theme Objectives Possible topics for 
discussion / agenda items Description of topic 

3. Service 
Innovation 

To deliver global 
best practice cash 

market clearing and 
settlement services 

a. Corporate action straight 
through processing 

An initiative which will deliver a streamlined process for the announcement, data capture and delivery 
(using ISO 20022) of corporate action information. The first phase of the initiative includes dividends, 
interest payments, capital returns reorganisations, and is expected to be live by end 2013.  

b. SWIFT messaging as an 
alternative to CHESS 
proprietary messaging 

ASX will present a proposal to introduce a global messaging standard as an alternative to CHESS 
proprietary messaging.   

c. International moves 
toward T+2 settlement cycle 
& batch cut-off times 

T2S in Europe will move European equity settlement to T+2 while DTCC has consulted on moving US 
equity settlement to T+2 or even T+1.  The Committee will explore what this might mean in the 
Australian context, and also consider batch settlement timing against an international comparison. 

d. Hosted solutions and 
offshoring arrangements 

ASX will provide an update on industry trends towards clearing and settlement participant hosted 
solutions, including offshoring arrangements, and seek the Committee’s feedback on whether greater 
flexibility is required and could be supported under current risk, legal and regulatory settings.   

e. ASX FY14 / 15 systems 
release program 

ASX will provide a roadmap of the coming year’s CHESS release programme and seek the 
Committee’s feedback on implementation considerations. 

 
Timing for Business Committee Consideration of Topics 
 

   

August 13 February 14 May 14 August 14 

• Messaging 
protocols as an 
alternative to 
CHESS 
proprietary 
messaging 

• International 
moves toward 
T+2 settlement 
cycle and batch 
cut-off timing 

• ASX FY14 / 15 
systems release 
program 

• Corporate action 
straight through 
processing 

• SWIFT 
messaging as an 
alternative to 
CHESS 
proprietary 
messaging 

• Hosted solutions 
and offshoring 
arrangements 

 



FORWARD WORK PROGRAM  

4 

Theme Objectives Possible topics for 
discussion / agenda items Description of topic 

4. Technology & 
Infrastructure 
Enhancement 

To maintain and 
upgrade 

technology and 
infrastructure 

consistent with 
global standards 

a. ASX infrastructure 
investment program 

ASX will provide a roadmap of its three year infrastructure investment program and seek the 
Committee’s feedback on service innovation requirements and the market infrastructure 
considerations. 

b. Timing and process for 
ASX feasibility study for 
CHESS replacement 

ASX will provide a plan for the commencement of a CHESS replacement feasibility study.  A technical 
committee may need to be established in order to roadmap industry considerations and requirements. 

c. Connectivity and 
standardised interfaces 

ASX will provide a connectivity and interface standardisation roadmap and further review connectivity 
options (eg. ASX Net, SWIFTNet etc)  

 
Timing for Business Committee Consideration of Topics 
 

 
 
 
 
 
Post Council of Financial Regulators’ review & policy decision on market structure in Q1 2015 
• International trends in multiple CCPs and access / infrastructure implications 

• CHESS investment FY15 / 16 
 

August 13 February 14 May 14 August 14 

 • Connectivity and 
standardised 
interfaces 

• ASX infrastructure 
investment 
program 

• Timing and 
process for ASX 
feasibility study for 
CHESS 
replacement 

 



 
 

BUSINESS COMMITTEE REPORT TO THE FORUM 

From the 16 August 2013 Business Committee meeting 

Key Recommendations  

 The Business Committee endorsed the forward work program for 2013-14 (attached) with the 
following adjustments: 

- to bring forward the consideration of a T+2 settlement cycle in the forward work program 
from the Committee’s 7 May 2014 meeting to its 19 February 2014 meeting; and 

- to bring forward the discussion of the ASX infrastructure investment program in the 
forward work program from the Committee’s 7 May 2014 meeting to its 
19 February 2014 meeting. 

 The Business Committee recommended that SWIFT messaging as an alternative to CHESS 
proprietary messaging should be included in the forward work program as a priority initiative, 
and that a technical committee be established to progress this initiative. 

Key Issues Discussed 

 The benefits of introducing a global messaging standard (SWIFT) as an alternative to CHESS 
proprietary messaging on the basis that: 

 it would reduce costs for participants who operate in multiple markets and who either are 
required to operate a separate back office system in Australian or use a translator to 
modify the proprietary messaging of CHESS into a global standard; and 

 that the global messaging standard was being offered as a choice and that those 
participants primarily focused on the Australian domestic market who do not want to 
change their back office systems can continue to use CHESS proprietary messaging. 

 The importance of considering the introduction of a T+2 settlement cycle on the basis that it 
would reduce costs associated with cash market margining.  The Business Committee also 
agreed that there was merit in considering the timing of the batch cut-off, together with an 
international comparison of batch cut-offs in relevant Asian markets, at the same time. 

 That there is value in ASX providing regular cash market clearing and settlement service and 
operational performance reports, including at a more granular level and at an individual 
participant level. 

 The desirability of considering updated international price benchmarking of cash market 
clearing and settlement services in the next Business Committee meeting, which is scheduled 
for 19 February 2014. 
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Agreed Actions  

The Business Committee requested that ASX undertake the following: 

1. To provide a more detailed service performance report for discussion at the next Committee 
meeting scheduled for 19 February 2014. 

2. To develop and distribute a template for reporting on cash market margining to Members for 
comment prior to the next meeting of the Committee. 

3. To provide a TAS service performance report, together with equivalent metrics on the trades 
executed on ASX Trade that are accepted and rejected, for discussion at the 19 February 2014 
Committee meeting. 

4. To provide an interim report that sets out updated international benchmarking of the costs of 
cash market clearing and settlement services for discussion at the 19 February 2014 
Committee meeting. 

5. To provide a more detailed roadmap of initiatives aimed at improving participant structure 
flexibility and efficiency for discussion at the 19 February 2014 Committee meeting. 

6. To undertake targeted consultation with participants on shadow broking in order to present its 
findings on the key issues and any concerns at the 19 February 2014 Committee meeting. 

7. To consider the timing of the batch cut-off, together with an international comparison of batch 
cut-offs in relevant Asian markets, at the 19 February 2014 Committee meeting. 

8. To include in the consultation paper on tiered minimum core capital requirements for TPCs an 
international comparison of the requirements in other relevant markets and an explanation of 
the interplay between the minimum core capital requirements and margining to protect against 
other risk exposures. 

9. To establish a technical committee to examine and provide input to ASX and the Forum on the 
introduction of SWIFT messaging as an alternative to CHESS proprietary messaging. 

10. The Secretariat to write to Members and system vendors regarding the nomination of the 
relevant individuals to participate in the technical committee. 

11. The Secretariat to write to Members following the meeting in relation to international 
benchmarking data on cash market clearing and settlement services that may be provided to 
the Committee. 
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FORUM MEETING PAPER AGENDA ITEM 5 

Topic International Cost Benchmarking for Cash Market Clearing and Settlement 
Services 

Date of the Meeting 2 October 2013 

Purpose of this 
paper 

To inform Forum members of the timing and next steps involved in the further work to be 
commenced in early 2014.  It points out the inherent difficulties in providing meaningful 
international benchmarking.  It also presents an update to the international comparison from 
the Council of Financial Regulators (CFR) December 2012 report.  

Action required The Forum is invited to provide feedback on the scope and timing of the international 
benchmarking to be commissioned by ASX on cash market clearing and settlement services 
in 2014.   

 

CODE OF PRACTICE COMMITMENT 

In the Code of Practice for the Clearing and Settlement of Cash Equities in Australia (Code of Practice), ASX committed to 
commission annually from an independent consulting firm an international cost comparison of clearing and settlement 
services.  ASX agreed to consult the Forum on the scope and methodology of the international cost comparison prior to 
the work being commissioned. 

UPDATE TO THE COUNCIL OF FINANCIAL REGULATORS’ ANALYSIS 

ASX commissioned Oxera Consulting, prior to the code taking effect, to update of the analysis contained in the CFR 
report to determine if the underlying story had changed significantly. It had not.  The chart below shows that Australia’s 
overall fees (trading, clearing and settlement) are broadly comparable to those of other markets of a similar scale. 

Profile: Institutional Investors using Large Intermediaries 

 
                 Source: The Oxera Trading and Post-Trading Monitor. 
 

The full methodology and the results can be found in the Oxera report provided in Attachment A. 
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CHALLENGES WITH CONDUCTING INTERNATIONAL BENCHMARKING 

There are real challenges in conceptual terms and with data availability in making robust and meaningful international 
comparisons. These issues need to be considered when trying to conduct such an analysis or interpret the results.  

 

There are three broad categories of challenges that arise in making accurate and meaningful international comparisons: 

1. Ensuring cost benchmarking compares like for like services  

• It can be difficult to ensure a like-for-like comparison in terms of specific services provided and/or quality of 
service provided. For example: 
 
− Aligning the fee structures, rebates and discounts applied to different customer groups and different 

services provided.  

− The precise point when the trade is novated and risk is transferred from the clearing participant to the 
clearing house.  In Australia, that occurs at the point of trade but not necessarily in other jurisdictions.  

− The differences in settlement models used and the impact this has on the costs and risks of settlement. 

− The ability to take into account services provided that are not separately priced (e.g. the sub-registry 
functionality provided within CHESS). 

2. The difficulty of incorporating all relevant costs borne by participants/investors 

• Benchmarking usually only takes into account fees directly charged by (or revenues earned by) infrastructure 
operators in providing services to participants/investors. It does not include other financial costs such as 
participant capital contributions to the CCP (contributions to default fund, collateral costs of margins required to 
be posted, the length of the settlement cycle, etc).  In Australia, the CCP contributes significant capital to the 
default fund relative to other jurisdictions relieving participants from financing those cost up-front costs. 

3. Data limitations in many jurisdictions as a result of bundled clearing and settlement services 
 

• The ability to make robust comparisons at more granular (clearing or settlement) service levels is significantly 
constrained by data limitations and service bundling in a number of key jurisdictions.  

 
• In the absence of such unbundled fees, assumptions need to be made to technically split trading and 

post-trading fees and particularly to separately identify clearing and settlement costs.  It is difficult to test such 
assumptions without the active assistance of clearing and settlement facilities in other jurisdictions. 

 
These challenges apply regardless of whether it is a ‘top down’ revenue style analysis (i.e. dividing total revenue earned 
by from an activity by the level of that activity) or a ‘bottom up’ user profile approach (such as that used in the analysis 
undertaken by Oxera to date) which rely on a range of critical assumptions. It means that the results need to be 
interpreted with care and the caveats clearly identified.  The results should also be considered in the context of the returns 
earned on cash market clearing and settlement in Australia.      

THE SCOPE AND METHODOLOGY OF INTERNATIONAL COST COMPARISONS  

ASX proposes to engage a consultant to conduct an international cost comparison.  Such an analysis would: 

• Assess the pros and cons of different benchmarking approaches and consider the best way to proceed.   

• Based on that methodology compare total costs between selected jurisdictions (eg US, UK, Canada, Hong Kong, 
Singapore) and, where robust analysis can be conducted, separate trade and post-trade costs. 
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• Ensure any international comparison is accompanied by a detailed comparison of the different services provided by 
clearing and settlement facilities and the different market structures within which they operate 

• Identify data limitations that need to be considered when interpreting the analysis. 

NEXT STEPS 

• The Business Committee (February 2013) to discuss the scope and nature of the benchmarking process. 

• The Forum (April 2013) to receive a report of the Business Committee discussion.  

• A benchmarking report will be presented to the Forum at its 1 October 2014 meeting. 



The Oxera Trading and Post-trading Monitor 
2013  

Note prepared for ASX Group 

April 2013 

1 Introduction 

In December 2012, the Council of Financial Regulators in Australia (the Council) prepared a 
report for the Australian government analysing responses to a discussion paper on 
competition in the clearing and settlement of Australian cash equities.1 The Council found 
that views were mixed on whether competition in clearing would deliver net benefits to the 
Australian financial system, and therefore recommended a cautious approach to the 
introduction of competition. In particular, it advised that a decision on any licence application 
from a central counterparty (CCP) seeking to compete in the Australian cash equities market 
be deferred for two years.  

During this two-year period, the Australian Securities Exchange (ASX) intends to work with 
stakeholders to develop a code of practice for clearing and settlement of cash equities in 
Australia. To facilitate effective dialogue with stakeholders, ASX is in the process of 
establishing a website, which, among other things, will provide relevant context to the 
Australian cash equities market. This will include an international comparison of the charges 
for trading and post-trading services offered by infrastructure providers.  

Through a number of studies,2 Oxera has developed a methodology for drawing up such an 
international comparison, and has been commissioned by ASX to update recent analysis 
prepared for the Comissão de Valores Mobiliários (CVM), the Securities and Exchange 

1 Council of Financial Regulators (2012), ‘Competition in clearing Australian cash equities: conclusions’, December. 
2 See, for example, Oxera (2011), ‘Monitoring prices, costs and volumes of trading and post-trading services’, report prepared 
for European Commission DG Internal Market and Services, May; and Oxera (2010), ‘Costs of securities trading and post-
trading—UK equities’, prepared for Euroclear, February 26th.  
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Commission of Brazil, which considers the relationship between infrastructure providers’ 
charges and the scale of the market.3 

The remainder of this note is structured as follows: 

– section 2 summarises the key features of the methodology, including references to the 
data sources used and details of the user profiles;  

– section 3 presents the results of the updated Oxera analysis. 

2 Methodology 

2.1 Overview of approach 

The prices or costs of trading and post-trading services can be assessed in one of the 
following two ways.  

– User profile approach, in which representative user profiles are applied to the pricing 
schedules of different infrastructure providers to give an estimate of the total charges 
that each user in each financial centre pays. 

– Revenue analysis, in which the average unit cost for the trading and post-trading 
services is measured according to the revenues (divided by the number or value of 
transactions) of the service providers. 

There are advantages and disadvantages to each approach, but to conduct a like-for-like 
comparison across financial centres, a user profile approach has certain advantages. This is 
because costs can vary between financial centres for two reasons: differences in prices and 
differences in the way brokers and investors use infrastructure providers. In the revenue 
analysis approach, it would be difficult to assess to what extent cost differences across 
financial centres are due to differences in prices or in profiles. In the user profile approach, 
however, the profile can be kept the same across all financial centres so that cost differences 
are due only to differences in prices. The user profile approach also allows the costs of 
different types of investor (retail and institutional) and broker (small and large) to be 
estimated. 

The user profile approach has therefore been adopted for this study and the analysis 
presented is an update of the analysis in Oxera (2012).4 The analysis for CVM used 2011 
pricing schedules whereas this analysis uses pricing schedules as of January 2013.5 The 
user profiles have also been adapted to better reflect investors and intermediaries active in 
the Australian, rather than the Brazilian, cash equities market. 

2.2 Identification of relevant services and fees  

This analysis focuses on including fees charged by infrastructure providers in each financial 
centre that covers the following four types of service. 

– Trading—usually initiated when an order is placed and then executed at a trading 
platform. In addition to trade execution, trading platforms may provide other services for 

3 Oxera (2012), ‘What would be the costs and benefits of changing the competitive structure of the market for trading and post-
trading services in Brazil?’, prepared for Comissão de Valores Mobiliários, June. 
4 Oxera (2012), ‘What would be the costs and benefits of changing the competitive structure of the market for trading and post-
trading services in Brazil?’, prepared for Comissão de Valores Mobiliários, June. 
5 A sensitivity analysis was undertaken and presented in the report for Comissão de Valores Mobiliários (see Oxera (2012), 
section 4.8). Additional sensitivity analysis has not been undertaken for this update. 
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which fees are charged (or fees are varied, depending on how the customer accesses or 
uses the platform), such as order management, market-making, and a combination of 
active and/or passive execution strategies. 

– Counterparty risk clearing—in general, the CCP becomes the counterparty to each 
side of a transaction that is executed at the trading venues, so assumes any 
counterparty risk that those trading on an exchange would otherwise have to assume. 
The service of clearing involves the preparation of a transaction for settlement, and 
comprises trade netting (bundling multiple transactions into a single settlement order), 
and settlement instruction (processing the matched and netted trades to be sent for 
settlement). CCPs also provide fail management and related risk management 
services.6 

– Settlement services—such services include pre-settlement positioning (ensuring that 
the buyer has the monies available and the seller the securities available) and the 
completion of a transaction through the transfer of ownership of assets and monies. 
Settlement services are initiated once the trade has been cleared by the CCP (for trades 
that are routed via CCPs), or, for gross trades that are not cleared by the CCP, once the 
trade is executed and ready for settlement. These services are usually provided directly 
by central securities depositories (CSDs) or indirectly by custodians/settlement agents, 
which maintain accounts with the CSDs.  

– Custody and safekeeping services—such services involve account provision (at the 
end-investor or intermediary level), and, to varying levels of detail between different 
CSDs, the management of corporate actions. Other services that CSDs may provide, for 
which fees are charged, include (but are not restricted to) stamp assessment, collateral 
management and netting. 

Charges (or rebates) associated with other services, such as the provision of data or security 
lending, are not included. Such costs are not closely related to the volume and value of 
trading that an investor undertakes.  

Different infrastructure providers charge for these services in different ways. It is usual for 
both fixed fees (eg, membership and access charges) as well as variable fees (eg, per-
transaction fees) to be charged (see section 2.3 for further details)—this analysis considers 
both types.7 Variable fees can be applied per transaction, per value of transaction, or per 
share per transaction. It is also quite common for trading platforms to use a combination of 
the three. To be able to draw comparisons between the costs of trading and post-trading in 
each financial centre, all charges for each type of service have been aggregated and 
presented as a fee per value of transaction and per transaction, as explained in the following 
section. 

2.3 Identification of relevant fees and translating these into costs 

The following sub-sections explain in more detail how the total cost for each level of the 
value chain has been calculated. 

6 When trading equities on stock exchanges and using CCP clearing services, investors/clearing members are required to post 
collateral. The costs associated with this holding of collateral at a CCP have not been included in this analysis because the 
amount of collateral is specific to the contract traded, and therefore the cost could vary substantially depending on the profile of 
the trader. In most financial centres, interest is paid on the collateral. Although the exact level of interest rate may vary, given 
the short settlement cycle the difference in costs across financial centres was unlikely to affect the conclusions in the report for 
Comissão de Valores Mobiliários. 
7 One-off application fees and connectivity costs have been excluded. When considered relative to typical volumes and values 
of trading, these fees are small and will not affect the results of the analysis. 
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2.3.1 Trading platform costs 
Different trading platforms charge for their trading services in different ways. Usually, there is 
a fixed fee—an access and/or membership fee for each firm to use the trading platform—and 
a variable fee—either a charge per transaction (common in Europe), per value of transaction 
(eg, Australia), or per share per transaction (eg, Canada and the USA). Volume discounts 
are also often available. The total trading platform costs associated with each user profile 
can be calculated as follows. 

– Fixed fees—each fixed fee can be converted into a per-value-of-transaction fee by 
considering the total (average) value of trading within the relevant time period. The 
average value of trading is based on the assumptions of the user profile. For example, a 
monthly membership fee is divided by the average value of trading by the user in each 
month. 

– Volume discounts can be incorporated by considering the total value of trading (or 
number of transactions) undertaken within the time period to which the volume discounts 
apply. In financial centres where the trading platform fees are charged to the broker 
rather than directly to the end-investor, volume discounts are based on the volume of 
services purchased by the broker. Therefore, to incorporate the volume discount in 
these financial centres, the average volume of trading by brokers (ie, not investors) 
needs to be considered. In financial centres where the discount is based on the volume 
of service purchased by the end-investor, the volume of trading by the end-investor 
needs to be considered. The value chain and pricing schedules in each financial centre 
have been carefully considered to ensure that the appropriate approach has been taken. 

– Per-share-per-transaction fees—in the case of US and Canadian costs, where 
charges are per share per transaction, it is necessary to take into account the average 
number of shares per transaction (and their average price) in each financial centre, to 
calculate a fee on a per-value-of-transaction basis.  

The total cost can be presented on a per-transaction basis by dividing by the average 
number of trades associated with the user profile, or, on a per-value-of-transaction basis, by 
dividing by the average value of trading associated with the user profile.8  

2.3.2 CCP costs 
In most financial centres, there is a separate charge for CCP services.9 This service tends to 
be charged on a per-transaction basis, which can be converted into a per-value-of-
transaction basis in a similar way as for trading platform fees.  

CCP services may be charged on a pre-netting transaction basis (per trade executed on the 
trading venue) or on a post-netting transaction basis (per settlement instruction sent). Where 
the charge is applied using the latter, information is required on the average netting efficiency 
ratio for the CCP. For European CCPs this information is available from the European 
Central Bank (ECB), and usually in the CCPs’ annual reports.10  

8 Fee per transaction (Fp) = Total cost for all transactions (C) 
Total number of transactions (N) and average trade size (A) = Total value of all transactions (V) 

Total number of transactions (N) , and 

Fee per value of transaction (Fbp) = Total cost for all transactions (C) 
Total value of all transactions (V) . So, Fbp = 

Fp
A

 

9 In some countries this is not the case. For example, in Brazil the charge for CCP clearing is included in the settlement fee 
charged by Bovespa. 
10 See, for example, London Stock Exchange (2011), ‘Delivering on our strategy: Getting in shape, Leveraging our assets, 
Developing opportunities’, Annual Report, p. 21, or Deutsche Börse Group (2003), ‘Zwischenbericht – Quartal 2/2003’, Interim 
Report, p. 5. 
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Similar to trading platforms, CCPs often charge fixed fees (membership/access) and per-
transaction fees, and may offer volume discounts. These have been incorporated into the 
analysis in the following ways.  

– Fixed fees—each fixed fee can be converted into a per-value-of-transaction fee by 
considering the total (average) value of trading undertaken by the user within the 
relevant time period. For example, a monthly membership fee is divided by the average 
value of trading each month, based on the user profile. 

– Volume discounts can be incorporated by considering the total value of trading 
undertaken within the time period to which the volume discounts apply. As with trading 
platform volume discounts, in financial centres where the CCP fees are charged to the 
clearing member rather than directly to the end-investor, the volume discounts apply to 
the volume of activity of the clearing member. Therefore, in order to incorporate the 
volume discounts in these financial centres and calculate a representative clearing cost, 
the average volume of activity of a clearing member needs to be considered. This has 
been approximated by the average volume of activity by brokers. 

– Pre-netting transaction fees—the total cost associated with pre-netting transaction 
fees is calculated by applying the fee rate (including any volume discounts) to the 
number of transactions as determined in the user profile. 

– Post-netting transaction fees—to incorporate post-netting transaction fees, the 
number of post-netting transactions (settlement instructions) arising from executing the 
investor’s trade(s) needs to be calculated by applying the netting efficiency for the 
relevant financial centre to the assumed number of transactions according to the user 
profile. The post-netting transaction fee rate (including any volume discounts) is then 
applied to this number to estimate a total cost. The netting efficiency used is as reported 
in the CCPs’ annual reports, or, for European CCPs, where the netting efficiency is not 
reported in the annual report it has been calculated using ECB statistics. 

– Fail management fees—to incorporate the total cost arising from failed trades, the 
analysis has assumed that 0.002% of a broker’s trades fail, and that failed trades are 
resolved in one day. This is based on information provided by ASX on the number of 
failed Australian equity trades in 2012.  

The total cost can be presented on a per-transaction basis (by dividing the total cost by the 
average number of trades associated with the user profile), or on a per-value-of-transaction 
basis (by dividing the total cost by the average value of trading associated with the user 
profile).11 

2.3.3 CSD costs 
In general, CSDs charge fixed fees (eg, membership and access fees) and two types of 
variable fee: a clearing and settlement fee (typically charged per transaction) and a custody 
fee (typically charged in proportion to the assets under management). Volume discounts are 
common, particularly in the case of the custody fee, in which case, where omnibus accounts 
are held, the volume discount is applied to the value of assets under custody of the 
intermediary (ie, the custodian). Where end-investor accounts are held (eg, in Brazil), the 
discounts apply to the value under custody held only by the end-investor. 

– Fixed fees have been included in the analysis in exactly the same way as for trading 
platforms and CCPs. 

11 See footnote 8. 
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The costs associated with per-transaction fees (clearing and settlement fees) have been 
incorporated into the analysis in a similar way as for CCP services, but, where omnibus 
accounts are provided, the additional settlement instruction to transfer securities between the 
custodian and the broker has been accounted for. 

The remainder of this section explains in more detail the steps taken to estimate CSD costs. 
Whether netting occurs and whether fees were charged on a pre- or post-netting basis has 
been carefully noted. 

Fees applied to the number of post-netting transactions 
The first step is to calculate the number of post-netting transactions (settlement instructions) 
arising from executing the investor’s trade(s). There are two types of settlement instruction: 
instructions to move the securities purchased into (or sold out of) the CSD account of the 
broker of the investor, and an additional instruction to transfer the securities between the 
broker and the end-investor (or, where the securities are held in the CSD in the custodian’s 
omnibus account, to the end-investor’s custodian).  

– The first type is calculated by applying the netting efficiency as reported in the relevant 
CCP’s annual report (or as calculated from the ECB statistics) to the number of (trading) 
transactions as determined in the user profile.12 The total cost is then computed by 
applying the fee rate (taking into account any volume discounts) to the estimated 
number of post-netting transactions.13  

– The cost of the second type depends on the number of transfers that need to be made 
between the broker and the end-investor (or the end-investor’s custodian, as relevant). 
This depends on the number of different stocks traded by the end-investor each day. 
This study analyses the costs for a range of users, including retail investors and 
institutional investors. 

Fees applied to the number of pre-netting transactions 
– The total cost associated with fees charged on a pre-netting basis is calculated in the 

same way as above for post-netting, but the fee rate (taking into account any volume 
discounts) is applied to the number of transactions, pre-netting, as determined by the 
user profile. 

Fees applied to the value of assets under management 
Fees charged on the value of assets under management are converted into a fee per value 
of transaction in the following way. 

– Volume discounts—in order to calculate the appropriate custody fee rate, volume 
discounts need to be taken into account. Where omnibus accounts are held, these 
discounts are based on the value of assets under management across the whole 
omnibus account and where accounts are held at the end-investor level, discounts 
depend on the value of assets held by each end-investor. The average size of omnibus 
accounts has been estimated based on the size of custodian accounts in Europe 
adjusting for the relative size of brokers in Australia. 

– Value of assets under management—to estimate the custody cost associated with a 
given value of trading, it is necessary to consider how frequently the investor trades, 
and, therefore, for a given value of trading, what the expected average value of assets 

12 Total number of post-netting transactions (Ns) = number of transactions (N) ∗ (1 – netting efficiency rate) + 1. 
13 Total cost (Cs) = Ns ∗ fee rate. 
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under management is.14 This has been estimated, with ASX’s assistance, by 
considering the turnover velocity on ASX and the typical value of equity holdings by 
superannuation funds in Australia (for the institutional investor profiles)15 and the 
average value of holdings by retail investors (for the retail investor profiles).16  

The total cost can be presented on a per-transaction basis (by dividing the total cost by the 
average number of trades associated with the user profile), or on a per-value-of-transaction 
basis (by dividing the total cost by the average value of trading associated with the user 
profile).17 

2.4 Design of investor and intermediary profiles in Australia  

To compute the total cost of trading in each financial centre representative of a range of 
investors, the three user profiles presented in Table 2.1 have been considered.  

Table 2.1 User profiles for investors in Australia 

 User 1 
Retail investor 

User 2 
Institutional investor— 

large 

User 3 
Institutional investor— 

more active 

Assets under management 
(AUD$ ’000) 

165 1,000,000 100,000 

Total value of annual trades 
(AUD$ ’000)  

165 500,000 200,000 

Average order size (AUD$ ’000) 12 125 125 

Average number of stocks traded 
per day 

Less than 11 16 4 to 5 

 
Note: 1 The retail investor is assumed to trade two securities on each day it trades, but to trade on only seven 
days a year. 
Source: Oxera analysis, informed by World Federation of Exchanges statistics and information provided by ASX. 

User 1, representing a typical ‘active’ retail investor in Australia, is assumed to hold, on 
average, a portfolio of 14 stocks and to trade on seven days a year.18 Each time that User 1 
trades, it sells one stock and purchases a new stock, thereby trading in two stocks at a time, 
with a value of AUD$12,000 in each. 

Users 2 and 3 represent institutional investors in Australia. User 2 is larger but proportionally 
less active than User 3. User 2 has assets of AUD$1 billion and a trading velocity of 50%, 
while User 3 has assets of AUD$100m and a trading velocity of 200%. Both profiles are 
representative of local Australian institutional investors, including superannuation funds. The 
average order size (value of trading, in each security, on each day) is assumed to be 
AUD$125,000. The actual trade size corresponding to these client orders is expected to be 
somewhat lower, as brokers commonly split trades to minimise market impact. 

14 Assets under management = 
Total value for transactions (V) 

Velocity of trading 
 

15 As reported in KPMG (2011), ‘Superannuation trends and implications’, November. 
16 As reported in ASX (2011), ‘2010 Australian share ownership study’. 
17 See footnote 8. 
18 A large proportion of Australian retail investors do not trade at all. (According to a 2011 ASX study, 51% of direct retail 
investors had neither bought nor sold shares in the preceding 12 months. See ASX (2011), ‘2010 Australian share ownership 
study’, p. 14.) The costs that such inactive traders incur will be predominately custody fees rather than charges for the flow-
related services of trading, clearing and settlement on which this analysis focuses. Therefore, only the results for active retail 
investors have been presented in this note. 
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In most financial centres, volume discounts provided by infrastructures are applied to the 
volume (or value) of activity undertaken by the intermediary, rather than the end-investor. In 
such financial centres, even relatively small investors may benefit indirectly from large 
volume discounts should they use a large broker, or hold accounts with large custodians. For 
example, in Australia the most significant proportion of retail trading is done by the two 
largest online brokers (Comsec and E-Trade).19 

Therefore, for each of the three investor profiles, the cost of trading and post-trading in each 
financial centre has been calculated assuming that they used different-sized brokers and 
custodians. The characteristics of the intermediary profiles that have been considered are set 
out in Table 2.2 and represent the range of intermediaries active in the Australian cash 
equities market. The daily number of trades, daily trading value and number of failed trades 
relate to the broker, while the average size of the CSD account reflects the size of custodian 
used.  

Table 2.2 Intermediary profiles  
 Small 

Intermediary 
1 

Medium 

Intermediary 
2 

Large 

Intermediary 
3 

Very large 

Intermediary 
4 

Average daily number of trades 1,000 20,000 100,000 200,000 

Average daily trading value (AUD$m)  10 200 1,000 2,000 

Average size of CSD account (AUD$m) 63 2,620 39,250 86,360 

Average number of failed trades <1 <1 2 4 
 
Source: Oxera analysis, informed by World Federation of Exchanges statistics and information provided by ASX. 

2.4.1 Financial centres analysed 
The cost of trading and post-trading in a number of financial centres has been analysed. The 
sample is not intended to be exhaustive, but does include a total of 17 different trading 
channels covering 14 financial centres. The sample has been selected to include the larger 
financial centres, such as the USA and the UK, and several financial centres that share 
similar characteristics with trading and post-trading services in Australia. For example, 
Germany, Brazil and Italy are considered since Deutsche Börse, Bovespa and Borsa Italiana 
have volumes and values of trading that are comparable to the levels observed on ASX. 

Table 2.3 below presents a high-level summary of the comparators considered, identifying 
some key characteristics, such as where competition exists, the degree of vertical 
integration, and, in order to indicate size and therefore give an indication of the degree of 
economies of scale, the number of transactions executed on the exchange in 2012. (An 
overview of the pricing schedules is provided in Appendix 1.) 

 

19 Based on information provided by ASX. 
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Table 2.3 Summary of comparators 

Financial centre Infrastructure providers Common 
ownership group 

Year significant trading 
on alternative trading 

venues began1 

Number of equity trades 
in 2012 (m)2 

Netting efficiency (%) 

India NSE India 
National Securities Clearing Corporation 
National Securities Depository 

Partly3 –4 1,406 n.a.5 

USA NYSE 
NSCC 
DTCC 

No6 Pre-2000 1,375 98.0 

UK—Chi-X  Chi-X Europe  
LCH.Clearnet  
EuroClear 

No 2008 438 95.3 

Canada  Toronto Stock Exchange (TSX) 
CDS 

No 2008 216 97.6 

Brazil BM&FBovespa  Yes – 160 n.a.5 

Hong Kong Hong Kong Stock Exchange (HKSE) 
Hong Kong Securities Clearing Company 
(HKSCC) 

Yes – 148 n.a.5 

UK—London 
Stock Exchange 

London Stock Exchange 
LCH.Clearnet 
EuroClear 

Partly7 20088 146 95.3 

Australia—ASX  Australian securities exchange (ASX) 
ASX Settlement Corporation 

Yes 2012 154 n/a9 (95) 

Germany Deutsche Börse 
Eurex 
Clearstream 

Yes 2009 104 91.9 

Italy Borsa Italiana  
CC&G 
Monte Titoli 

Yes 2009 57 95.6 

Spain BME Spanish Exchanges 
Iberclear 

Yes – 40 n.a.5 

Indonesia Indonesia Stock Exchange 
KPEI 
KSEI 

Yes10 – 30 n/a9 (83) 

South Africa Johannesburg Stock Exchange 
Strate 

Yes – 27 83.0 
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Financial centre Infrastructure providers Common 
ownership group 

Year significant trading 
on alternative trading 

venues began1 

Number of equity trades 
in 2012 (m)2 

Netting efficiency (%) 

Singapore Singapore SE (SGX) Yes – 2111 n.a.5 

Mexico Bolsa Mexicana de Valores 
CCV 
Indeval 

Yes – 19 n/a8 (83) 

Poland Warsaw Stock Exchange 
KDPW 

Partly12 – 12 n.a.5 

Argentina Buenos Aires Stock Exchange (BCBA) 
Caja de Valores 

Yes – 1 n.a.5 

Australia—Chi-X Chi-X  
ASX Settlement Corporation 

No – n/a9 n/a9 (95) 

  
Note: 1 Year in which at least 10% of trading in the underlying equities of the stock exchange index occurs away from the incumbent (based on Fidessa information on the 
fragmentation of national stock indices). 2 This refers to the number of Electronic Order Book (EOB) trades executed on the exchange. 3 NSDL is promoted by Industrial Development 
Bank of India, Unit Trust of India, and National Stock Exchange (NSE). 4 Trading in India has historically been fragmented among venues, with the Bombay Stock Exchange and NSE 
India being the two primary trading venues at present. 5 n.a. indicates that either no netting is performed by the exchange or an estimate of the netting efficiency is not required to 
assess the costs of trading on the specific exchange—for example, because settlement charges do not depend on the number of transactions settled. 6 DTCC is a user-owned 
company. 7 LSE acquisition of a majority stake (57.8%) in LCH.Clearnet is due to complete in q2 2013. 8 Assessments of the level of competition in the UK equity trading market 
performed by the UK Office of Fair Trading in 2006 and 2007 appear to suggest the existence of potential—as opposed to actual—competition only. See Office of Fair Trading (2006), 
‘Anticipated merger between NYSE Group, Inc. and Euronext N.V.’, October 12th, p. 4, and Office of Fair Trading (2007), ‘Anticipated merger between NYSE Group, Inc. and Euronext 
N.V.’, January 24th, p. 21. 9 n/a indicates that data was not available. The assumed netting efficiency used in the model is in brackets and is based on the calculated netting efficiency 
for CCPs of similar sizes. In the case of ASX Settlement Corporation, the netting efficiency rate is based on netting efficiency rates observed in the European CCPs considered; while 
for CCV and KPEI, the netting efficiency rate is based on the netting efficiency observed at Strate. 10 The Indonesia Stock Exchange owns KPEI and holds (directly and indirectly) a 
28.5% stake in KSEI. 11 Number of equity trades on SGX Mainboard (single-counted) as provided by SGX. 12 The Warsaw Stock Exchange, Polish State Treasury and the National 
Bank hold equal stakes in the CCP/CSD (KDPW).  
 Source: World Federation of Exchanges database; Federation of European Securities Exchanges database; ECB database; and Oxera analysis. 
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3 International comparison of the costs of using infrastructure 
providers’ trading and post-trading services 

This section presents the updated international comparison of the costs of using 
infrastructure providers’ trading and post-trading services.  

Figures 3.1 and 3.2 present the relationship between the total cost associated with 
infrastructure trading and post-trading services, and the value of trading at each stock 
exchange, to assess whether economies of scale might account for the difference in trading 
fees. (The references to the underlying data are provided in Appendix 2.) Two very different 
investor profiles are considered: Figure 3.1 presents the costs for User 3 (a large local 
institutional investor) using the Intermediary 3 channel (representative of large intermediaries 
in Australia); and Figure 3.2 presents the costs for User 1 (a retail investor) using the 
Intermediary 1 channel (representative of small intermediaries in Australia).  

These figures show some evidence of economies of scale. For both types of investor the 
cost for trading and post-trading services provided by infrastructures generally decreases as 
the size of the financial centre increases. Surrounding this general trend, there is some 
variation, with the total cost of trading and post-trading services in some smaller financial 
centres being lower than the size of their financial centre might suggest (particularly in the 
case of costs incurred by institutional investors). This could reflect a strategic decision by 
such financial centres to develop their markets and encourage more activity by institutional 
investors. 

Figure 3.1 Relationship between the cost of trading and post-trading and the value of 
trading—institutional investors using large intermediaries 

 

Note: For each of the financial centres considered, the value of EOB trading on the relevant trading venue during 
the 12-month period ending January 2013 (the latest available period for which data is consistently available) is 
reported. To increase the scale of the chart, Argentina has been excluded where the costs of 9bp are much 
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higher than the other financial centres considered. For a similar reason, the USA has been excluded, in this case 
because the value of EOB trading on NYSE is much higher than the other financial centres considered.  
Source: The Oxera Trading and Post-trading Monitor. 

Figure 3.2 Relationship between the cost of trading and post-trading and the value of 
trading—retail investors using small intermediaries 

 

Note: For each of the financial centres considered, the value of EOB trading on the relevant trading venue during 
the 12-month period ending January 2013 is reported. To increase the scale of the chart, Argentina has been 
excluded where the costs of 9bp are much higher than the other financial centres considered. For a similar 
reason, the USA has been excluded, in this case because the value of EOB trading on NYSE is much higher than 
the other financial centres considered. 
Source: The Oxera Trading and Post-trading Monitor. 
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A1  Overview of pricing schedules 

Table A1.1 Overview of pricing schedules—trading platforms  

 Fixed fees Basis of variable fees Volume discounts 

BM&FBovespa  No Per value of transaction Volume discounts available to 
high-frequency traders only 

London Stock Exchange Yes Per value of transaction Discounts based on monthly 
trading activity 

BATS Chi-X Europe No Per value of transaction Rebates on passive executions 

Frankfurt Yes Per value of transaction Discounts based on daily trading 
activity. The exchange offers 
three tariff menus which 
accommodate different trade-offs 
between fixed and variable fees. 
A minimum fee per transaction 
applies 

Borsa Italiana Yes Per transaction Discounts based on number of 
transactions. The exchange offers 
two tariff packages which 
accommodate different trade-offs 
between fixed and variable fees 

Bolsas y Mercados 
Españoles 

Yes Both per value and per 
number of transactions 

Overall trading costs capped by a 
maximum ad valorem charge 

SGX Yes Per value of transaction A flat rate applies 

NYSE Yes Per traded share Rebates on orders that add 
liquidity to the platform 

Toronto Yes Per traded share Rebates on orders that add 
liquidity to the platform 

Warsaw Yes Both per value and per 
number of transactions 

Discounts based on the size of 
the trading order. Cap on 
maximum fee per transaction 

BMV Yes None (only a fixed fee 
applies with adjustments to 
reflect volume discounts) 

Discounts based on monthly 
value of trade. Discount structure 
exhibits strong incentives for 
brokers to achieve a threshold 
level of trading activity 

Indonesia Stock Exchange No Per value of transaction A flat rate is applied. A minimum 
monthly fixed fee applies 

Johannesburg Yes Per value of transaction Volume discounts apply. Minimum 
and maximum per-transaction 
fees apply  

ASX Yes Per value of transaction Lower fees apply to cross-trades 

Chi-X (Australia) No Per value of transaction A 50% discount applies to 
aggressive orders 

Buenos Aires No Per value of transaction A flat rate is applied 

NSE India No Per value of transaction Volume discounts apply 

Hong Kong No Both per value and per 
number of transactions 

Flat rates are applied 

 
Source: Oxera analysis of pricing schedules. 
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Table A1.2 Overview of pricing schedules—CCPs  

 Fixed fees Basis of variable fees Volume discounts 

BM&FBovespa 
(CBLC) 

n/a: CCP services are 
included in CBLC 
charges 

n/a: CCP services are 
included in CBLC charges 

n/a: CCP services are 
included in CBLC charges 

LCH.Clearnet Ltd Yes Per transaction Discount based on daily 
number of transactions 

Eurex AG Yes Per transaction, per value of 
transaction and per 
settlement instruction 

Discounts based on monthly 
number of transactions.  

CC&G Yes Per transaction Discounts based on the 
number of transactions. 
Additional charges apply for 
failed trades 

Iberclear Yes Per value of transaction A minimum and maximum 
fee per transaction apply 

SGX Yes Per value of transaction Maximum fee capped 
according to the number of 
transactions executed 

NSCC Yes Per value of transaction and 
settlement and per number of 
transactions 

Discounts based on the 
number of transactions 

CDS Yes Per transaction A flat rate is applied 

KDPW CCP No Per transaction A flat rate is applied 

CCV Yes Per value of transaction Additional fees apply for 
failed trades (both value and 
number) 

KPEI No Per value of transaction A flat rate is applied 

Strate Yes Per value of transaction and 
per number of transactions 
and settlement instructions 

Discounts apply depending 
on the value of individual 
transactions 

ASX Settlement 
Corporation 

Yes Per value of transaction Flat rates apply 

Buenos Aires n/a: no separate charges 
for CCP and CSD 
services 

n/a: no separate charges for 
CCP and CSD services 

n/a: no separate charges for 
CCP and CSD services 

National Securities 
Clearing 
Corporation 

n/a: no separate charges 
for CCP services 

n/a: no separate charges for 
CCP services 

n/a: no separate charges for 
CCP services 

Hong Kong 
Securities Clearing 
Company Limited 

No Per settlement instruction A flat rate is applied 

 
Source: Oxera analysis of pricing schedules. 
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Table A1.3 Overview of pricing schedules—CSDs 

 Fixed fees Safekeeping 
fee 

Basis of settlement 
fees 

Volume discounts 

BM&FBovespa 
(CBLC) 

Yes Yes Per value of transaction For fee per value of 
securities held, volume 
discounts are available 
according to the value of 
the end-investor’s 
account 

Euroclear (for 
London Stock 
Exchange trades) 

Yes No Both per number of 
transactions and per 
number of settlement 
instructions 

Discounts based on daily 
number of transactions. 
Additional rebates 
applicable to the final 
amounts payable have 
been removed in 2012 

Clearstream 
Banking 

Yes Yes Per settlement instruction Flat rate is applied. 
Settlement fee is charged 
by Eurex. Discounts 
based on value of 
securities under custody 
also apply 

Monte Titoli Yes Yes Per settlement instruction Discounts based on 
value of securities under 
custody 

Iberclear Yes Yes Per settlement instruction Discounts based on 
value of securities under 
custody. Additional fees 
are charged for failed 
trades 

SGX n/a: no separate 
charges for CSD 
services 

n/a: no separate 
charges for CSD 
services 

n/a: no separate charges 
for CSD services 

n/a: no separate charges 
for CSD services 

DTCC Yes Yes Per settlement instruction Discounts based on 
number of settlement 
instructions. Additional 
fees apply for failed 
trades (number and 
value) 

CDS Yes Yes Per transaction and per 
settlement instruction 

Flat rates apply. 
Additional fees apply for 
failed trades 

KDPW Yes Yes Per number of settlement 
instructions 

Additional fees are 
charged for failed trades 
(number and value) 

Indeval No No Per settlement 
instructions 

A lower rate applies to 
cash transfers—as 
opposed to security 
transfers 

KSEI No No Per settlement instruction Flat rates apply 

Strate n/a: no separate 
charges for CSD 
services 

n/a: no separate 
charges for CSD 
services 

n/a: no separate charges 
for CSD services 

n/a: no separate charges 
for CSD services 

ASX Settlement 
Corporation 

Yes No Various charges 
applicable to the number 
of transactions, 
settlement instructions, 
or security transfers 

Settlement fail fees apply 
(value of failed trades) 
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 Fixed fees Safekeeping 
fee 

Basis of settlement 
fees 

Volume discounts 

Caja de Valores n/a: no separate 
charges for CCP 
and CSD 
services 

n/a: no separate 
charges for CCP 
and CSD 
services 

n/a: no separate charges 
for CCP and CSD 
services 

n/a: no separate charges 
for CCP and CSD 
services 

National 
Securities 
Depository (India) 

No No Number of instructions Fee is applied to debit 
instructions only (ie. only 
to one of the two parties 
in a transaction) 

Hong Kong 
Securities 
Clearing 
Company Limited 

No No Per value of transaction  Total fee is capped, 
based on number of 
transactions executed 

 
Source: Oxera analysis of pricing schedules. 
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A2 Data tables 

Table A2.1 Total cost of trading and post-trading services for different investor 
profiles—data supporting Figures 3.1 and 3.2 

Stock exchange 

Value of 
trading 

($ billion) 
User 1, 

Intermediary 1 
User 2, 

Intermediary 2 
User 3, 

Intermediary 3 

USA 13,438 0.6 0.2 0.2 

Chi-X Europe 2,416 0.9 0.3 0.2 

Canada 1,372 2.1 0.4 0.3 

UK—London Stock Exchange 1,303 1.4 0.7 0.5 

Germany 1,264 1.3 1.0 0.6 

Hong Kong 1,165 1.1 1.0 1.0 

Australia—ASX 939 2.3 1.4 1.4 

Brazil—standard fee 878 4.7 4.2 3.7 

Brazil—day trader fee 878 3.8 3.2 2.8 

Spain 852 8.9 1.9 1.7 

Italy 672 2.4 1.9 0.7 

India 534 1.1 0.4 0.4 

South Africa 337 4.3 3.8 3.8 

Singapore 269 4.9 4.8 4.8 

Mexico 131 1.9 0.5 0.4 

Indonesia 96 6.1 5.3 5.3 

Poland 60 6.2 4.4 3.2 

Australia—Chi-X 18 2.2 1.4 1.4 

Argentina 2 9.5 9.5 9.5 
 
Note: User 3, Intermediary 3 presents the data plotted in Figure 3.1, and User 1, Intermediary 1 presents the data 
plotted in Figure 3.2. The total cost for User 2, Intermediary 2 is included for completeness. Similar to User 3, 
User 2 represents an institutional investor, but one that is less active. Likewise, Intermediary 2 is similar to 
Intermediary 3, but smaller and less active. 
Source: The Oxera Trading and Post-trading Monitor 
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FORUM MEETING PAPER AGENDA ITEM 6 

Topic Current Market and Regulatory Developments 

Date of the Meeting 2 October 2013 

Purpose of this 
paper 

To provide background information and facilitate discussion on current regulatory and market 
developments of interest to Forum members.  

Action required To note the agenda paper. 

 
Attachment A provides a summary of a range of market and regulatory developments: 

• Current market environment  
• Primary and secondary capital raisings 
• Trading activity 
• Market structure developments in cash market trading 
• A financial system inquiry 
• G20 chaired by Australia in 2014 
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Current Market Environment 

S&P/ASX 200 INDEX and A-VIX*  

* Monthly averages January 2008 to August 2013 
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Areas of Focus 

Listings 

• Capital raising flexibility for small caps 

• Enhanced reporting for mining, oil and gas 

• Guidance Note 8 – Continuous Disclosure 

• Consultation on reducing rights timetable 

Product Expansion 

• Trading of Australian Government Bonds on 
exchange  

Distribution/Market Efficiency 

• Managed Funds Service – ASIC consultation 
under way 

Trading 

• Controls around HFT, dark pools, ASIC 
Supervision Levy 

Clearing and Settlement  

• Cash market margining from June 2013 

• Fee unbundling 

Total Capital Raised 

Trading Activity 
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Cash Market Trading Clearing and Settlement 
 

Market structure developments 
Dark Liquidity 

• May 2013 - lower block thresholds and a requirement for 
meaningful price improvement below block size 

• There has been in a significant decline in off-market dark 
execution and a modest increase in off-market block 
sized execution 

• Additional obligations on operators of broker crossings 
networks will be phased in to provide greater 
transparency into their activities, rules, and to ensure 
appropriate controls are in place 

High Frequency Trading (HFT) 
• ASIC found that concerns around the impact of HFT on 

market efficiency have been overstated   

• Regulatory guidance issued by ASIC to clarify 
requirements participants should have in place to 
manage the risks associated with automated order 
processing systems 

• ASIC decided against proceeding with proposals to 
impose minimum resting times for small orders or to 
reduce tick sizes for some securities 

 

Financial Stability Standards (FSS) 
• RBA’s new FSS for CCPs and securities settlement 

facilities effective from 29 March 2013.  (There is a 
separate agenda paper on this topic) 

• There will be future updates to FSS to handle CCP 
recovery and resolution situations, which will involve 
RBA and ASX consultations 

Increased focus on international regulations 
• Significant effort in FY14 to facilitate EU and US 

participation in ASX facilities 

• European Securities and Market Authority (ESMA) 
issued a technical equivalence report on Australia’s 
regulatory and supervisory framework for its CCPs 
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Financial System Inquiry G20 Leaders Summit 
• Coalition Government election commitment 

• Precise terms of reference still to be determined. A pre-
election address by the incoming Treasurer gave insight 
into the broad themes 

– a root and branch review of the financial system  

– a wide perspective examination of where the 
financial system should be over the next decade and 
the steps that will need to be taken   

– a range of factors have impacted on how the sector 
works and its relationship with the real economy:  

 changes in the competitive structure of the 
financial industry 

 closer global integration of financial markets  

 the near failure of banking systems in key 
developed economies 

 the renewed push for tighter controls from global 
regulators  

 continued advancement in technology 

• Australia will chair the G20 in 2014 and will host the G20 
Leaders’ Summit in Brisbane In November 2014 

• B20 Forum to advise leaders of key business priorities  

• Australian Chair of B20: Richard Goyder (Wesfarmers) 
supported by an CEO-level advisory group (which 
includes the CEO of ASX) 

• B20 summit in July 2014 

• Australia seeks to refocus the business agenda around 
three key themes 

– Investment and infrastructure 

– Trade 

– Human capital 

 



FORUM MEETING PAPER AGENDA ITEM 6A 

Topic Financial Stability Standards – Account Segregation and Portability 

Date of the Meeting 2 October 2013 

Purpose of this 
paper 

To inform Forum members of the new Financial Stability Standards relating to cash equity 
market account segregation, and to update members on feedback received by ASX through a 
recent consultation process. 

Action required To note the agenda paper. 

 
BACKGROUND 

In December 2012, the Reserve Bank of Australia (RBA) released new Financial Stability Standards (FSS) for Financial 
Market Infrastructures.  The new FSS took effect on 29 March 2013.  They apply to licensed clearing and settlement 
facilities, including ASX Clear and ASX Settlement.  

ASX has received transitional relief until March 2014 for some of the new central counterparty (CCP) requirements under 
the FSS including standards relating to segregation and liquidity risk.  

ASX CONSULTATION PROCESS 

ASX released a consultation paper ‘Financial Stability Standards Implementation: Cash Equity Market Account 
Segregation and Portability, and Rescheduled Settlements’, for comment on 29 July 2013.  In relation to cash equity 
market account structures, the consultation paper notes that: 

• regulators accept that in the event of default, portability (i.e. transfer) of client positions and collateral for the cash 
equity market is not realistic given the short three day settlement cycle and many number of accounts involved.  As 
such, the focus is on client account segregation;  

• clearing of cash market transactions is currently structured such that ASX Clear operates a single house account for 
each clearing participant that comingles and nets all proprietary (house) and client unsettled novated transactions;  
and 

• the requirements contained under FSS sub-standard 13.2 suggests that the existing single house account structure 
as a stand-alone solution will not be an acceptable option for the cash market.  Sub-standard 13.2 states that “A 
central counterparty should employ an account structure that enables it readily to identify positions of a participant’s 
customers and to segregate related collateral.  A central counterparty should maintain customer positions and 
collateral in individual customer accounts or in omnibus accounts, or equivalent”. 

The consultation paper puts forward two options for achieving compliance with the new FSS requirements relating to cash 
equity market account structures: 

• introduce a client omnibus account – which would require clearing participants to designate each trade as either a 
client transaction or a house transaction.  The consultation paper canvasses three options to achieve this outcome: 

- house and client designation at the point of trade execution; 

- house and client designation before netting; and 

- each clearing participant operating two clearing participant IDs (PIDs), and 

• introduce an individually segregated client account – which would require clearing participants to allocate the trades 
of each client to an individual client account while house positions would be allocated to a single house account. 
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The table below provides a summary of the advantages and disadvantages of the two cash equity market account 
segregation options compared to the status quo (single house account). 

 Single house account Client omnibus account Individually segregated 
client account 

Exposure to fellow client risk Yes Yes No 

Exposure to clearing 
participant default 

Yes Client positions and 
collateral are separate 

from house business, but 
clients are still exposed to 
other clients and clearing 

participant operational risk 

All client positions are 
segregated from house and 
other clients, but clients are 

still exposed to clearing 
participant operational risk 

Degree of netting efficiency High Medium – client positions 
can be netted against 

offsetting positions of other 
clients 

Low – only offsetting 
positions in the same client 

account can be netted 
against each other 

Likelihood of portability Extremely low Very low Low 

Potential cash market 
margin payable to ASXCL 

Moderate Medium High 

Likelihood of margin 
pass-through from clients to 
ASX Clear assuming the 
implementation of the 
necessary Corporations Act 
and rulebook changes 

Not possible Not likely High 

 
A copy of the ASX Consultation Paper is available at http://www.asx.com.au/data/notices/asx-consultation-paper-financial-
stability-standards-implementation.pdf. 

ASX has received 24 submissions (18 clearing participants, 4 vendors and 2 industry bodies) as well as undertaking an 
industry workshop and a  number of bilateral consultation meetings with participants and vendors. The main feedback 
received on options to achieve compliance with the cash equity account structure segregation requirements is as follows: 

• a majority of respondents would prefer ASX to retain the status quo single account structure on the basis of the costs 
(one-off implementation costs and on-going costs) for clearing participants associated with the introduction of either 
of the two options; 

• many respondents were of the view that there were significant client protections already in place; 

• on the basis that retaining the status quo is not an option to achieve regulatory compliance, the majority of the 
respondents would prefer the introduction of a client omnibus account structure to an individual account structure on 
the basis that it would be the least expensive and onerous to implement; 

• most respondents did not consider end-March 2014 was an achievable target date for implementation given the 
significance of the changes; and 

• while a majority of the respondents would prefer the house and client designation to be made at the point of trade 
execution, there was some concern expressed by some clearing participants because the origin of an order may not 
be known at the time of trading. 

ASX is currently considering all the feedback received through the consultation process and is developing an appropriate 
solution based on that feedback to discuss with the RBA and the Australian Securities and Investments Commission 
(ASIC) during October 2013.   

http://www.asx.com.au/data/notices/asx-consultation-paper-financial-stability-standards-implementation.pdf
http://www.asx.com.au/data/notices/asx-consultation-paper-financial-stability-standards-implementation.pdf
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