Diversification of services
Shaping strategy to satisfy supervisory standards and
investor demands
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Maroclear overview
•

MAROCLEAR is the sole Central Securities Depository in Morocco Since July
1997, created under the provisions of the Act 35-96. The capital is held mainly
by the Moroccan government, the main users of its services and institutional
investor.

•

The Central Securities Depository is placed under the authority of the Ministry of
Finance (Government Commissioner) and of the Moroccan Capital Market
Authority (MCMA - AMMC).

•

MAROCLEAR is acting as numbering agency for Moroccan securities, and plays
a key role in the securities market ensuring the following functions :

–

Safekeeping : Holding securities in dematerialized form (book-entry only).
Securities in physical form immobilized within the CSD are not supported.

–

Custody : Supporting transfer between agent and/or issuers. In addition to
managing corporate action.

–

Clearing and Settlement : Providing electronic Exchange trade clearing
and settlement, and Offering real-time settlement for OTC and Repo’s
trade.

•

Successfully operating for over 20 years, Rated amongst the top CSD
internationally (A rating from Thomas Murray).

•

Core function is to mitigate risk and bring transparency and efficiency to the
Moroccan financial market.
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You can't expect to meet the challenges of today with yesterday's
tools and expect to be in business tomorrow.
Unknown

4

Regulatory trends
CSDs are required to re-define their role
Market requirements

Regulatory changes
The first step when linking
regulatory and business
strategy is to clearly
define and document each
strategy, establishing
detailed goals and action
plans on how to best
allocate limited resources.

CSD must focus on enabling
ecosystem partners - to
accomplish more. They will
have to create a new
corporate culture that looks at
services as the way to
constantly adapt and learn,
drive relentless change, and
disrupt the status quo.
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Regulatory trends
Corporate bond market
liquidity
 The expansion in corporate
bond primary markets has
raised some concern about
whether the secondary
market structure will
withstand periods of market
stress going forward.

Shortened settlement cycle

 T+2 is an industry-wide
initiative to shorten that
settlement period by one
business day.
 The US Securities and
Exchange Commission (SEC)
preliminary expects to issue
a proposed rule on T+2 by
October 2016.
 The proposed transition to
T+2 will have a broad impact
on industry practices and
create significant challenges
related to trade processing,
asset servicing,
documentation, and
regulatory changes.

Operation Integrity/Cyber

 Markets become reliant on
sophisticated technologies,
exposing securities firms,
and overall markets to higher
levels of technology-related
risk.
 Regulators are issuing new
requirements and guidance
about how firms develop,
test, implement, and monitor
systems to ensure an
adequate level of system
capacity, integrity,
availability, resiliency, and
security.
 Regulators expect firms that
access and operate the
markets to prevent problems
before they occur.
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Regulatory trends

Consolidated audit
trail (CAT)
 New reporting requirements
will likely require significant
investments in infrastructure
and staff, but they may also
serve as a valuable catalyst
for business improvement
and big data analytics.
 Significant investments in
technology infrastructure
and staff will likely be
needed to satisfy the new
requirements and to respond
to new regulatory requests.

Liquidity Management

 Liquidity risk management is
an essential capability for
broker dealers, reducing risk
for individual firms and the
financial system as a whole.
Addressing this issue is a top
priority both for FINRA and
the SEC.
 => If a firm can demonstrate
it has worked through all the
scenarios and will not be
severely affected by the
prescribed scenarios and
assumptions associated with
the particular events in the
guidance, it may be able to
justify holding less capital in
reserve.

Enforcement

 The regulators continues to
increase aggressive stance on
enforcement, particularly for
broker-dealers.
 For example SEC
enforcement actions against
broker-dealers for violations
of federal securities laws
increased by 137 percent
over the previous five years,
from 70 in FY 2010 to 166 in
FY 2014.
 This trend seems likely to
continue in light of increasing
pressure from governments.
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Regulatory trends

Risks associated with the use
of collateral in financial
transactions
 Services such as collateral
optimization, collateral
transformation, collateral
arbitrage, re-hypothecation
and reuse continue to
increase.
 Regulator believes These
activities may have inherent
risk transfer as part of their
make-up, lead to greater
market interconnections,
have greater asset
encumbrance (in some
circumstances) and may
create the potential of risk
concentration in those
participants that provide
such services.

Cyber threats

 In securities markets, cyber
threats have increased in
frequency, sophistication,
and complexity over the past
few years, and have become
a systemic risk. Securities
markets regulators around
the world are focusing on
mitigating cyber risks and
increasing the cyber
resilience of financial
systems.

Data Analytics

 A growing number of firms
are incorporating advanced
data analytics into their
regulatory surveillance
programs.
 Although current regulations
in EU and US do not explicitly
require it, the use of
analytics for surveillance is
quickly becoming a de facto
requirement in response to
regulators’ rising
expectations and other
market factors.

8

Regulatory trends

Model Risk Management

 Regulatory pressure has
intensified even further over
the past few years. In
particular, regulators have
been working hard to ensure
that firms :
 Define clear roles for
managing model risk
across the three lines
of defense.
 Establish
comprehensive model
inventories.
 Validate and review
models with
appropriate frequency.

Capital Planning and stress
testing
 regulators have been pushing
market participants to
formalize their capitalplanning and stress-testing
processes to help ensure
their ability to weather
future severe downturns.
 Market participants are
required to develop and
integrate these critical
processes into day-to-day
operations influencing
significantly their key
decisions and business
strategies.

Consumer protection

 Regulatory agency are
transforming the landscape
for consumer financial
products.
 Achieving continued
improvement in Compliance
Management Systems (CMS)
will require vigilance and a
“compliant” tone from top
leadership—supported by
effective policies,
procedures, staffing, training,
data governance, and audit.
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Global trends

Rising demand for cross-border services

Regional integration

Global convergence

Increasing competition

Rapid changes in technology

Focus on risk

Blockchain

Reference & Market Data Management

These challenges require responses from every Central Securities Depository. Simultaneously
we should seek the answers and create a development agenda within the framework of our
regional Association.
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Global trends
Demand for cross-border services
Opportunities
Negative

 Costs & complexity of dealing
with multiple markets.
 New risks.

 Potential for new revenues
(expanding to new markets).
 Development of cross-border
partnerships.

Conclusion

Challenges
Positive

In the post-trading world, initiatives such as Dodd-Frank in the U.S.,
T2S in Europe, AIFMD, and the EU Commission‘s CSD Directive are
re-designing the market.
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Global trends
Regional integration
Challenges
Positive

Conclusion

 Political rivalries.
 Imbalances between smaller
and larger markets.

Opportunities
Negative
 Economies of scale.
 Attractiveness for foreign
investors.

It is understandable that the above mentioned changes are putting
pressure on CSD to expand their activities.
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Global trends
Global convergence
Challenges
Positive

Conclusion

 Cost non standardized market
practices and harmonization
effort.
 National specificities will have
to disappear

Opportunities
Negative
 STP bringing efficiency,
operation costs & risk
reduction.
 Easier for infrastructures to
“interoperate”

Current barriers and boundaries will progressively crumble and
traditional market “roles and rules” will be questioned.
T+2 is an important initiative that will carve the future of the
securities settlement worldwide.
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Global trends
Increasing competition
Opportunities

 New level playing field (e.g.
CSDR).
 Threat of new entrants.
 Loss of revenues.
 Need for transparent & agile
governance.

 Servicing new clients.
 Servicing new asset classes.
 Opportunities for
consolidation.

Conclusion

Challenges

In the trading sector, stock exchange mergers and the rise of multilateral trading facilities are dramatically changing the landscape CSD
have to regularly re-assess their strategic positioning vis-à-vis other
market actors.
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Global trends
Rapid changes in technology
Challenges
Positive

Opportunities
Negative
 Mutualisation of costs (e.g.
outsourcing).

 New threats: risk of overreliance on technology, cyberattacks…

 Development of new data
capabilities & services.

Conclusion

 High investment costs
(importance of scale).

CSD have to regularly re-assess their strategic positioning vis-à-vis
other market actors.
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Global trends
Focus on risk management
Challenges
Positive

Conclusion







Compliance costs.
New capital buffers.
Recovery.
resolution plan.
Training staff.

Opportunities
Negative
 Market demand for new
services (e.g. trade
repositories, collateral
management, LEI).
 Disintermediation

Improving size and volumes allows them to start competing
effectively; to grow their business lines or to acquire technology.
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Global trends

IDEA
2015 Exploration & investment;
2016-2017 Early adoption
2018-2024 Growth
2025 Maturity

Blockchain
Challenges
Positive

Conclusion

 Blockchain and distributed
ledger technology

Opportunities
Negative
 “Possibly the biggest
opportunity from taking an
open approach to
innovation”.
 Potential to help to reduce
counterparty risk &
settlement times, and
increase transparency for
regulatory reporting.

Blockchain technology has rapidly gained traction in the capital
markets industry as one of the most exciting technological
developments in recent history.
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Global trends
Reference Data Management
Challenges
Positive

Conclusion

 Data quality issues are
affecting the top and bottom
lines of firms across the
industry.
 Changes in risk-weighted
asset levels and increasingly
stringent regulatory reporting
rules are profoundly
impacting business.

IDEA
Recent survey : 70% of firms
indicate data quality affect costs
Overall reference data costs 6
billion spent on 2015

Opportunities
Negative
 CSD’s have the ability to act
decisively and respond
effectively becoming a golden
source for Reference Data.

Crisis underinvestment in data quality now poses a threat to postcrisis control, costs, and future growth and expansion in the
industry.
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Global trends
Market Data
Challenges
Positive

Conclusion

 Costly inefficiencies in market
data management, including
siloed procurement,
ineffective demand/usage
management, growing data
costs, and inadequate
technology for processing and
analyzing the growing volume
of data.

Opportunities
Negative
 CSD that have taken initial
steps to consolidate data
procurement could
potentially grow revenue of
up to 20 percent.

Many organizations are beginning to recognize that market data
management is a strategic function that requires the same level of
attention, efficiency and governance as other key areas of
operations.
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What if a CSD can be a Depository not just for
securities

20

Moving Forward
The Business Model

Short term

Medium term

Actionable Today

Core
Competences

Highly relevant to the
organization’s
transformation or market
transformation within
three years

Long term
Having significant impact beyond
the industry
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Moving Forward
The Business Model
Short term
Core

 Trade Repository services.
 Securities Lending and borrowing (Bilateral and trough a
pool).
 Revamped corporate action services, including E-Voting
platform for shareholders.
 CSD Services to Africa.
 CSD Links.
 Market data dissemination to market participant and
regulators.
 Reference Data Management services.
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Moving Forward
The Business Model
Medium term
Core

 100% Dematerialization of non listed Equities.
 Client account segregation at CSD level.
 Moroccan Securities Institute : Broad Educational program
with online access and offline training, certification.
 Investor identification number and LEI Issuance along
with electronic signature services.
 Collateral Management services.
 Asset Servicing in T2S world.
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Moving Forward
The Business Model
Long term
Core







Infrastructure bonds issuance services.
Application Service Provider for market participants.
Commodities settlements.
Standard Renewable Energy Contracts settlements.
Pension Fund Register and national insurance - policy
repository , a single e-Insurance account (eIA).
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Technology Means People Too

We’ve come a long way in a short time. CSDs no longer just serve investor;
they collaborate with them. They no longer just compete with rivals;
they partner with them. They’re no longer limited by industry boundaries;

they ignore them.
The connecting tissue for all this may be technology, but the defining factor
is people. And it’s much, much more than a means of improving business today.
However, it’s increasingly clear that technology, on its own, will not be enough
to propel organizations toward their new strategic objectives. Winners
will create corporate cultures where technology empowers people to evolve,
adapt, and drive change.

In other words, the mantra for success is: ‘People First.’
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