COLLATERAL
Complexity associated with Uncleared Margin Rules (UMR)
increases collateral obligations and funding costs
Most buy-side clients' current collateral management tools are relatively
unsophisticated. A holistic and flexible solution, combining collateral
management, cash management and securities lending capabilities,
offers clients the opportunity to generate alpha by optimally mobilizing
their assets to meet their collateral requirements and enhance returns.

Drivers of Change
The difference between success and failure in the collateral space
has become increasingly apparent amid recent market volatility.
A fragmented approach to managing collateral, funding and liquidity
will unnecessarily increase client costs and can lead to acute funding
pressures, asset fire sales or missed margin calls. With both timely
and accurate data and advanced quantitative tools to parse that data
into actionable analytics, clients can be better positioned for success.

Product Overview
Our Collateral+ solution is an integrated platform founded on
modular components that empower clients to tailor their collateral
management service. Solve for UMR compliance and increase overall
operational efficiency with real-time, aggregated data transparency
and added straight-through processing to meet collateral demands.
Collateral+ may be paired with efficient pre-trade and collateral
analytics enabling clients to decrease margin and funding costs, thus
minimizing any associated portfolio drag. Moreover, our dedicated,
global team is well-placed to support our global client base.

Comply with UMR through
active Average Aggregate
Notional Amount (AANA)
monitoring and third-party
segregation
Deepen operational
resiliency and execution
by outsourcing collateral
aggregation, margining,
segregation and validation
to our collateral experts
Streamline and optimize the
front- or middle-office with
modular pre- and post-trade
analytics and allocation
management, supported by
our strategic investments
in advanced technology
Capitalize on transformation
opportunities to increase
yield through cash
management and securities
lending

Segregation Support Models
Tri-party

Third Party

Automated collateral integration and segregation
enables streamlined initial margin management.
Counterparties agree required collateral values (RQVs),
which are sent to the tri-party agent. The tri-party
agent matches the RQVs received from each party
and, from there, selects, values and validates eligibility
of the collateral provided by the pledgor and moves
collateral between the pledgor's long box account and
the segregated accounts. Throughout, the tri-party agent
monitors concentration limits, applies haircuts, supports
substitutions and provides reporting for transparency.

In contrast to the tri-party structure, the pledgor,
its manager or an administrator values the
collateral, selects the collateral to be pledged
along with confirming eligibility and concentration
limits, attributes necessary haircuts and provides
settlement instructions to the custodian. We, as
custodian, provide settlement, segregation
and reporting services.

Triparty Services

Collateral Management Services

Client Inventory & Trade Accounts

Client Inventory & Trade Accounts

Calculate and monitor AANA
Calculate initial margin
requirements (UMR/SIMM)
Reduce total margin requirement by
optimizing margin
Review obligations and portfolio to
optimize collateral placement

Automated delivery of collateral between
longbox and segregated accounts

Client collateral
long box

Client moves
collateral to
segregated account

Client and secured
party authorized
substitution and
release of collateral

State Street
Custody

Segregated
Account

Segregated
Accounts

Instruct required collateral
Report pledged IM
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Additional Product Features
Margin Management
Our core processes for margin management include
electronic maintenance of credit support documents,
calculation of FX forwards and over-the-counter (OTC)
derivative exposures, calculation of collateral balances,
calculation of residual exposure, issuance of collateral
calls and responding to collateral demands to or from
counterparties, reconciliation of positions and valuations,
resolving valuation disputes, processing collateral
settlements, sweeping cash collateral into cash
reinvestment vehicles and reporting.

optimizations suggesting novations and
compressions to lower margin requirements.
Second, effective portfolio collateral inventory
supports optimal placement of collateral and
integration with fee and rates schedules to identify
the lowest transaction cost routes.

Optimization and Analytics
We are enabling a modular approach to optimization,
which addresses effectiveness and efficiency from
two angles. First, collateral requirements for to-beexecuted trades are made available to the front-office
as part of its decision strategy prior to trade execution.
Margin optimization utilizes pre-trade, what-if analysis
for OTC and cleared products, as well as post-trade

•

Algorithmic collateral optimization ensures
that available collateral is utilized in the most
efficient manner

•

Margin optimization minimizes overall collateral
requirements and funding costs by suggesting
optimal trade placements

•
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Collateral transformation includes upgrades
to source eligible collateral to meet margin
requirements and downgrades to monetize
un-utilized, high-quality collateral

To learn more about Collateral+, email:
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This communication is not intended for retail clients, nor for distribution
to, and may not be relied upon by, any person or entity in any jurisdiction
or country where such distribution or use would be contrary to applicable
law or regulation. This communication or any portion hereof may not
be reprinted, sold or redistributed without the prior written consent of
State Street Global Markets.
This document is a general marketing communication. It is not intended
to suggest or recommend any investment or investment strategy,
does not constitute investment research, nor does it purport to be
comprehensive or intended to replace the exercise of an investor’s
own careful independent review and judgment regarding any
investment decision.
This communication and the information herein does not constitute
investment, legal, or tax advice and is not a solicitation to buy or sell
securities or any financial instrument nor is it intended to constitute a
binding contractual arrangement or commitment by State Street of any
kind. The information provided does not take into account any particular
investment objectives, strategies, investment horizon or tax status. The
views expressed herein are the views of State Street Global Markets as
of the date specified and are subject to change, without notice, based
on market and other conditions. The information provided herein
has been obtained from sources believed to be reliable at the time of
publication, nonetheless, we make no representations or assurances
that the information is complete or accurate, and you should not place
any reliance on said information. State Street Global Markets hereby
disclaims any warranty and all liability, whether arising in contract, tort
or otherwise, for any losses, liabilities, damages, expenses or costs
arising, either direct or consequential, from or in connection with any
use of this document and/or the information herein.
State Street Global Markets may from time to time, as principal or agent,
for its own account or for those of its clients, have positions in and/
or actively trade in financial instruments or other products identical
to or economically related to those discussed in this communication.
State Street Global Markets may have a commercial relationship

with issuers of financial instruments or other products discussed in
this communication.
This document may contain statements deemed to be forward-looking
statements. These statements are based on assumptions, analyses and
expectations of State Street Global Markets in light of its experience
and perception of historical trends, current conditions, expected future
developments and other factors it believes appropriate under the
circumstances. All information is subject to change without notice.
Clients should be aware of the risks of participating in repurchase
transactions and other collateral services, which may include
counterparty, collateral, investment loss, tax and accounting risks. Past
performance is no guarantee of future results.
The information in this document is only for general informational
purposes in connection with exploratory conversations and it does not
constitute investment, legal, or tax advice from State Street Corporation
and its subsidiaries and affiliates (“State Street”). This information
is not an offer or solicitation to buy or sell any product from State
Street, and it does not constitute any binding contractual arrangement
or commitment of any kind. The offer or sale of any of these products
and services in your jurisdiction is subject to the receipt by State Street
of such internal and external approvals as it deems necessary in its
sole discretion.
State Street Global Markets® is the business name and a registered
trademark of State Street Corporation®, and is used for its financial
markets business and that of its affiliates. Products and services may
not be available in all jurisdictions. FaCT 2021-01.
To learn how State Street looks after your personal data, visit: http://
www.statestreet.com/utility/data-processing-and-privacy-notice.html
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