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1. Trends in World Economy,
Commercial Trade and FDI

The Rise and Rise of Emerging Markets!
Since the onset of the global financial crisis, it has become clear that emerging markets will drive global growth in the
years ahead. This dramatic shift of economic power will also be accompanied by social, political and cultural shifts.

Source: The Economist - White Paper, GCC trade and investment flows, The emerging-market surge
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Top 20 Economies in the World within 25 years
In 25 years, Brazil, Russia, India and China will be among the six largest economies in the world. Indonesia will be in the first 10.
South Africa and Nigeria will have joined the top 20. Turkey, Mexico, Korea and Saudi Arabia will also have moved up the rankings.

E&Y; http://emergingmarkets.ey.com/rapid-growth-markets-forecast-autumn-2012/
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Consumer Growth in the Emerging Markets
By 2025, the consuming class will swell to 4.2 billion people.
Consumption in emerging markets will account for $30 trillion—nearly half of the global total.

Source: McKinsey Quarterly. Angus Maddison, founder of Groningen Growth and Development Centre, University of Groningen;
Homi Kharas, senior fellow at Wolfensohn Center for Development at Brookings Institution; McKinsey Global Institute analysis
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Shift in Trade in Goods (% of World Trade)
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Only in the last decade did intra-emerging markets trade truly take off, reaching 15% of total world trade in goods by 2010.

1980

2000

Source: Citi – Trade Transformed - October 2011, William Buiter, Ebrahim Rahbari

1990

2010

Transformation of Global Commercial Trade Flows
The rise and interconnectivity of the emerging markets is in many ways the most far reaching development

www.pwc.com/projectblue
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Middle East – FDI Development
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FDI investment within the region has gained significant momentum. It has had the largest share of total FDI value since
2005. Optimism is growing among Middle Eastern companies in terms of tapping into the potential of their own region.

Source: E&Y http://emergingmarkets.ey.com/wp-content/uploads/downloads/2012/10/attractiveness_middle_east_2012_preview_lr.pdf

Africa East – FDI Development
The number of foreign direct investment (FDI) projects in Africa grew 27% from 2010 to 2011, and have grown at a
compound rate of close to 20% and intra-African FDI has grown at a compound rate of 42% since 2007.

Source: E&Y http://emergingmarkets.ey.com/wp-content/uploads/downloads/2012/11/Ernst-Young-Africa-by-Numbers-2012.pdf
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Current Facts Signalling Future Opportunity for the Capital Markets
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Might the strong interconnectivity trend of the emerging markets expand into portfolio investments ?

• Emerging market economies are growing much faster
than the developed/advanced economies
• Emerging countries of Africa and Middle East will be
among the top 20 economies within 25 years
• Consumers’ wealth is increasing the emerging
countries / so does their savings & investments
• Mobile services becoming more and more available for
the local consumers in emerging markets
• Commercial trade on goods becoming more biased
intra-emerging market; no longer dependent solely on
advanced economies.
• Inter-regional commercial trade developes fastest
among emerging markets and remarkably between
Africa and Middle East;
• Intra-regional FDI is the increasing at a fast pace for
both Middle East and Africa

Inter-market flows among
Africa and Middle East capital
markets for portfolio
investments?

2. Global Trends Shaping the Securities Services

Driving Forces in Our Industry
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Aganst the turmoil of political and economic upheaval, financial institutions face a significant compliance workload as they deal with a raft
of regulations and requirements at the national and international level. Change is inevitable.

Source: Citi – Perpetual Evolution III, 2012

An Outlook to the Future
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We can no longer can use the terms “perfectly safe” or “absolutely riskless” to describe assets, countries, or political/social institutions.
Emerging markets present growing opportunities; however given the differences and inherent risks, scalability of global know-how is key

Fundamental changes in our industry:
1. Growing demands from financial regulators,
2. Structural de-risking of banking activities,
3. A very complex macro economic climate, especially in
Europe.
Future value in securities services:

What Should We Expect?:
1. Emerging markets will be the undisputed
locomotives for growth;

2. Managing collateral,

2. Growth of intra-emerging market portfolio
investments flows and development of the
investors/intermediaries from Emerging Markets

3. Offering risk management,

3. Risk and liquidity will be main concerns

4. Delivering services to cope with regulatory compliance
requirements,

4. CSDs would also move up the value chain in the
securities services;also serving/enabling local
brokers for their outflow post-trade.

1. Providing credit and liquidity,

5. Developing much more sophisticated reporting and
analysis of information.
6. Enabling and serving inter-market flows of portfolio
investments among emerging countries
7. Scalability of global structures and know-how in the
local markets

5. Global custodians with a strong local footprint
worldwide, might serve the post-trade solutions, in
partnership with the local CSDs .

3. Inter-market Connectivity and
the Importance of Post-Trade Solutioning

Inter-market Connectivity: Bilateral Agreements between CSDs
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CSDs of the emerging markets should play a key role to aggregate outflow of the local brokers to enable them with post-trade services in
the foreign markets. Bilateral agreements in between two CSDs might be an option and can be utilized on an adhoc basis. However...

• A maze of too many bilateral agreements to cover even a fair
amount of regional / international reach; complexity

• May not be easy to implement due to different
specifics/regulations of the markets: timing issues

• Too many different set of settlement process/reporting with
rather limited local resources; operational issues

• Reaching out to the liquidity in the foreign market is scarce, but
key for international post-trade services: liquidity issues

Inter-market Connectivity: Global custody solution

17

Solution of Citi for inter-market connectivity, proposes serving global custody to local CSDs, where in turn the CSDs will serve their members
(i.e.local broker dealers). This will simplify, expedite, enable market connectivity through global reach, scale and process standards

Global Custodian
Bank

• Simplify
• Standardize

• Expedite
• Enable (liquidity)

Inter-market Connectivity: Global custody solution
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Solution of Citi for inter-market connectivity, proposes serving global custody to local CSDs, where in turn the CSDs will serve their members
(i.e.local broker dealers). This will simplify, expedite, enable market connectivity through global reach, scale and process standards

• Global scale & know-how

• Simplify
• Standardize

• Local footprint and expertise

• Expedite
• Enable (liquidity)

Global Custody Footprint

1
9

Citi’s global custody network has an unrivaled footprint in 92 Markets with proprietary locations in 61 markets.

Affiliate/Branch/Subsidiary

Agents

Americas
Argentina
Bermuda
Brazil
Canada
Chile
Colombia
Costa Rica
Jamaica
Mexico
Panama
Peru
United States
Venezuela

Europe
Austria
Belgium
BosniaHerz. (FBIH)
BosniaHerz. (RS)
Bulgaria
Croatia
Cyprus
Czech
Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Iceland
Ireland

Italy
Latvia
Lithuania
Malta
Netherlands
Norway
Poland
Portugal
Romania
Russia
Serbia
Slovakia
Slovenia
Spain
Sweden
Switzerland
Turkey
Ukraine
United
Kingdom

Africa
Botswana
Ghana
Kenya
Mauritius
Morocco
Namibia

Nigeria
South Africa
Tunisia
Uganda
Zambia
Zimbabwe

ICSDs Relationships
Clearstream
Euroclear

Asia
Australia
Bangladesh
China A
China B
Hong Kong
India
Indonesia
Japan
Kazakhstan
Middle East
Bahrain
Egypt
Israel
Jordan
Kuwait
Lebanon
Oman
Palestine
Qatar
Saudi Arabia
UAE (Nasdaq
Dubai)
UAE (DFM)
UAE (ADX)

Malaysia
New Zealand
Pakistan
Philippines
Singapore
South Korea
Sri Lanka
Taiwan
Thailand
Vietnam

4. A Case Study for Inter-Market Connectivity:
Turkey-Egypt

Where Are We Today?

Execution is Possible via Direct Relationship between Local Brokers

TR
Broker 1

• Today, there are no

EG
Broker 1

Lack of Post-trade Solutions

regulatory hurdles for the local brokers to trade in the other market. But counterparty risk!

• As per international best practices, local

brokers serve only for trade execution; international brokers settle their

trades through local custodians and receive custody and asset services from the custodian banks.
• Capital size and cross-border trading volume of both Turkish or Egyptian brokers are relatively low compared to
international broker dealers, it is not practical or possible to have settlement and custody accounts directly with the
custodian banks, and where possible it will be costly
• Citi’s suggestion as an effective and efficient post-trade

solution will include stock exchanges and CSDs in the picture.

• Citi will act as a global custody hub for both CSDs to serve settlement and custody in the other market, as well as
through Citi’s own branches in +60 markets, in total over +100 countries including agents.
• This will also enable local stock exchanges and CSDs to have an oversight on

cross-border trading activities

Post-trade Solution via Citi Global Custody Network

Global Custody

TR
Broker 1

EG
Broker 1

TR
Broker 2

EG
Broker 2

TR
Broker 3

EG
Broker 3

• Takasbank and MCDR will open foreign custody & clearing accounts for their members
• Both CSDs will have an account with Citi Global Custody
• Citi Global Custody will open accounts at Citi Direct Clearing and Custody branches in Egypt and Turkey
• Replicable model through Citi’s network with other countries
• Single point of contact for consistent local interaction with Citi’s industry-leading proprietary network
• This solution for connectivity is applicable regardless of the preferred method of trade execution

Envisaged Structure for Execution and Clearing
Trade Execution

Direct Connection between
Exchanges via FIX

EG
Broker 1

TR
Broker 1

Post Trade Solution (1)

Global Custody
TR
Broker 1

EG
Broker 1

TR
Broker 2

EG
Broker 2

TR
Broker 3

Turkey
Local Custody Clearing
and Settlement

Egypt
Local Custody Clearing
and Settlement

(1) This post-trade solution is valid and applicable regardless of the preferred type of trade execution connectivity.

3

EG
Broker 3
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© 2012 Citibank, N.A. All rights reserved. Citi and Arc Design is a registered service mark of Citigroup Inc..

The right to use this documentation is vested with Citibank A.S. and may not be used without prior authorization. Before you make a decision to use these products and services, you are expected to read and
understand special terms and provisions applicable to the relevant product or service. The acceptance of applications for all products offered by Citibank A.S. is subject to the Bank’s approval on the condition that 1)
the relevant documentation shall be completed in a way acceptable to the bank; 2) the Bank’s internal procedure and approvals shall be completed; 3) the Parties shall reach agreement on all provisions and terms
and enter into the relevant contracts. Our Bank does not act as a legal, tax or accounting advisor. We advise you to consult such experts at a satisfactory level in order to discuss and assess the legal, tax-related or
accounting risks that may be associated with the said services or products. This documentation is only for the purposes of a general presentation and the bank may change the terms of such services and products.

In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps to address this important issue of climate
change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of alternative energy, clean technology, and other carbon-emission reduction activities; (b)
committing to reduce GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power for our operations in 2006; (d) creating
Sustainable Development Investments (SDI) that makes private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to clients for renewable energy development and projects; (f)
producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the issue of climate change to help advance
understanding and solutions.
Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy & mitigation

