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State Street collateral
optimization

Greg Donovan, Vice President in our

EMEA Collateral Client Solutions group, Available collateral

assesses how State Street collateral )
optimization solutions can help clients ((',) from client account(s)
more efficiently deploy inventory across to the Long Box(es)

their range of portfolios.

Historically, many buy-side industry Best deployment of
participants have fulfilled their collateral

obligations by sourcing inventory against
exposures on a like-for-like basis across
accounts within the same legal Entity,

or by running cumbersome internal

Long Box collateral
to counterparties

processes to aggregate inventory into Return of excess
one account to cover all exposures ¢ collateral from the
under that entity. L= LongBox(es) to the

client account(s)
Our collateral optimization engine allows

clients to specify algorithmic rules for
sourcing inventory across their account
range into centralized collateral Long

Transfer of Long Box

Boxes. The inventory in these Long Boxes excess collateral
is then used to facilitate settlement against n that no longer meets
counterparty exposures according to u the collateral quality

client-configured rules. standards back to
the client account(s)
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Here's how it works

Clients can customize the allocation

of inventory from their accounts to the
Long Boxes and from the Long Boxes to
counterparties to best suit the needs of
their trading relationships. Settlement

of inventory between client custody
accounts, Long Boxes and counterparties
is automated by the optimization engine
to improve process efficiency and reduce
operational risk.

Collateral optimization helps clients more
efficiently meet funding requirements and
collateral delivery considerations, taking
into account the collateral supply and
counterparty agreement needs.

We use the collateral optimization process
to manage the selection of:

e Available collateral from client account(s)

to the Long Box(es)

» Best deployment of Long Box collateral
to counterparties

e Return of excess collateral from the
Long Box(es) to the client account(s)

o Transfer of Long Box excess collateral

that no longer meets the collateral quality

standards back to the client account(s)
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Clients can configure the optimization
engine according to combinations of
various rules, including:

Inventory sourcing locations

Long Box to counterparty
settlement configuration

Concentration limits (minimums as well
as maximums)

Collateral eligibility rules

Haircuts

Aggregation rules

Asset level Inclusion / exclusion rules
Prioritization and hierarchy rules
Exposure requirements

Collateral market pricing / valuation rules



For more information about our solutions,
please contact:

Sam Edwards

Managing Director

Head of Collateral Services EMEA and APAC
sedwards1@statestreet.com
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State Street Corporation
One Congress Street, Boston, MA 02114-2016

www.statestreet.com

Important information

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.

Products and services are generally offered by State Street
Bank and Trust Company or its bank and non-bank affiliates,
and may not be available in all jurisdictions.

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
constituteinvestment, legal, ortaxadvice andisnota 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. State Street is not, by
virtue of providing the material presented herein or otherwise,
undertaking to manage money or act as your fiduciary. 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 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 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.

Wayne Forsythe

Managing Director

Head of Collateral Services Americas
jwforsythe@statestreet.com

State Street 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 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 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 trading foreign exchange, equities, fixed income
or derivative instruments or in investments in non-liquid or
emerging markets. Derivatives generally involve leverage
and are therefore more volatile than their underlying cash
investments. Past performance is no guarantee of future results.

Japan: State Street Trust and Banking Co., Ltd. introduces and
markets products and services of business of State Street to
the customers in Japan. While State Street Trust and Banking
Co., Ltd. also provides customer support, it does not necessarily
act as a party of contract and/or dealing with the customers.
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To learn how State Street looks after your personal data, visit:
https://www.statestreet.com/utility/privacy-notice.html.

©2024 State Street Corporation and/or its applicable third
party licensor. All rights reserved.
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