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History

Overview
Financial Services has been at the vanguard of outsourcing 

29%142.876Financial Services

%TCV

25%121.968Manufacturing

%TCV

14%70.52Telecoms

%TCV

7%37.019Energy

%TCV

6%30.645Other

6%28.685Healthcare 
/Pharmaceuticals

5%25.265Travel, Transport and 
Hospitality

4%19.431Restaurant and Retail

4%18.529Media & Entertainment

%TCV

Largest Users of Outsourcing by Industry 2002 - 2007

Source: TPI/International Outsourcing Law and Practice (March 2008)
Total Contract Value in USD, where TCV > $50million
2007 partial year
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History

Information Technology
Outsourced and/or off-shored Application 
Development is mature and is the norm 
within Financial Markets
Big ticket Infrastructure Management deals 
have occurred, however these are not the 
norm

Support Services
Outsourcing non-industry specific support 
functions is maturing
• Human Resources
• Basic Finance, Accounting and Administrative 

services (e.g. payroll, expenses)

38%7%31%Human Resources

60%16%44%Call Centre & CRM

30%14%16%Procurement

31%10%21%Finance, Accounting 
and Administration

16%

In progress

89%

Total

73%Information 
Technology

OutsourcedFunction

Source: EquaTerra Market Study 2006, updated 2007

US Outsource Levels in the
Financial Services Industry 2007
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History

Asset Management
Custody and Back-office services have been at the forefront of outsourcing

1995 2000 2006

1
2
3

StateStreet
BNY
Chase

1 873
1 630
1 581

Top 3 critical mass: 1 500 

4
5
6
7
8
9
10

Bankers Trust
Chemical
Citibank
Northern
Mellon
First Chicago
BoMontreal

1 399
1 200

908
520
484
307
301

Top 10 critical mass: 300

1
2
3

Top 3 critical mass: 6 000 

4
5
6
7
8
9
10

Top 10 critical mass: 900

1
2
3

Top 3 critical mass: 11 000 

4
5
6
7
8
9
10

Top 10 critical mass: 1 600

BNY
StateStreet
JPM Chase

Deutsche Bank
Citigroup
Mellon Group
Northern Trust
HSBC Bank
BNP Paribas
BBH

6 779
6 222
6 060

3 963
3 897
2 802
1 600
1 162
1 013

901

+300 %

+200 %

BNY/ Mellon
JPMorgan
State Street

Citigroup
BNP Paribas

HSBC
Northern Trust

Société Générale
RBC Dexia

Investors Bank

16 739
12 900
11 900

9 142
4 760
3 800
3 300
2 986
2 100
1 660

+75 %

+80 %

Market size: 12 144 Market size: 37 752 Market size: 88,840+210 % +135 %

Rank Bank bn$ AuC Rank Bank Rank Bankbn$ AuC bn$ AuC

CAGR +25 % CAGR +15 %

Source: BCG, globalcustody.net, Buttonwood
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Drivers for Outsourcing

Reduced cost
Fixed to variable

Cost predictability
Scalability & quality

Migrate risk
One-off fillip

Economics Skills
& Tools

Regulation FocusImprove DR/BCP
Improve compliance 

Hedge against Regulatory 
and market change

MiFID

Superior platforms
Additional knowledge
Time-to-market for new 
products
Strategic flexibility

Concentrate on core 
functions
Remove noise
Separation of duties FO/BO
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The Future

Credit CrunchCredit Crunch

Climate 
Change

Climate 
Change

Funds of 
Hedge Funds
Funds of 

Hedge Funds

UCITS IVUCITS IV

Euroclear 
Harmonization

Euroclear 
Harmonization

Target 2 
Securities
Target 2 

Securities

MTFs and Dark 
Pools

MTFs and Dark 
Pools

Structured 
Products

Structured 
Products

ConvergenceConvergence

Private EquityPrivate Equity

RecessionRecession

DMA / DSADMA / DSA

Mutual 
Recognition

Mutual 
RecognitionCollaborative 

Working
Collaborative 

Working

Offshore 
Centres

Offshore 
Centres

InflationInflation



85 June 2008 © 2008 Société Générale All rights reserved

New Frontiers

The next wave of BPO
Asset Management
European Transaction Processing
US Clearing and Settlement
Front Office Trends
Outsource versus Off-shore
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Asset Managers

Middle Office
Scope for continued outsource of middle offices
Possibilities for air-lift and air-lift payments dwindling

Demand for Derivatives Capabilities
UCITS III & IV and increasing complexity of holding are forcing Asset Managers to support 
structured products and derivatives
Added demand is creating critical mass for entrants
Investment Banks are looking at leveraging their Structures Product Middle Offices as 
service providers

Second Generation
First round of deals are now reaching end point
Through M&A larger asset managers are looking to consolidate providers
Optimum service model is emerging
• Best-of-Breed for skills based solutions
• One (or two) suppliers for commoditised services
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Sell-side Transaction Processing

Commoditised settlement in main 
European markets

Commissions will continue to be eroded
Cost will become increasingly key
Firms will need to lock-in economies of 
scale through outsourcing or 
correspondent clearing models

-9%50005600Broker Dealers

365%200:143:1Clearing ratio

25

2007

-80%

Change

130Clearing and 
Carrying Firms

1997Number of Firms

US Experience
Concentration in Clearing Pre & Post DTCC

Source: Security Industry Association

Trading fragmentation and market expansion
Bundling of clearing and back-office solutions to remove MTF and exchange complexity
Requirement to support capital flows to/from developing markets (Russian, CIS, Middle 
East)
Private client stockbrokers and wealth managers will need to provide international coverage
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US Clearing and Settlement

US Outlook
Significant cost pressures experienced over the last 5 years will continue
Fully disclosed clearers and ASPs moving to provide BPO services
Requirement to add-on efficient international capabilities
• Global custody models will be too expensive
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Front Office Trends

Execution Services
Further widespread outsource of execution and market connectivity
• Direct Market Access (DMA)
• Direct Strategy Access (DSA)
DSA aggregators which allow further abstraction of the execution process
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Front Office Trends

Knowledge Process Outsourcing
Ability to perform advanced, knowledge based processes off-shore is generating 
competitive advantage
Business-specific context and knowledge is a key success factor

Source: Press search, web review interviews, 

Example Functions Subject to KPO

Knowledge management
Credit research
Equity research

Equity research
Credit research
Financial modelling

Research
Investment banking 
Credit analysis

Investment Banking 
research

Mathematical 
modelling
Financial research & 
modelling
Portfolio analysis

Analytical services
Risk modelling

Investment 
Banking research

Investment research
Analytics
Financial modelling
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Outsourcing versus Off-shoring 

Complementary
Outsourcing and Off-shoring are not the same
Outsourcers will need to leverage off-shore capabilities to be price competitive
Financial Market’s captives may move to local vendor portfolio managers

0.5

4.0

Infrastructure Management Service
Seen to be a substantial growth area
As services become commoditised off-
shore outsourcers will dominate this 
market

Actual Projected

Off-shore IMS Market USD Billion

Source: Mckinsey CIO Survey 2007
ZMC lTD

+30% CAGR
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Wrap-up

Outsourcing heat map

Custody

Finance & 
Accounting

Back Office

Middle 
Office

Front Office

Investment 
BanksBrokersBoutiquesAsset 

ManagementHedge FundsWealth 
Management

Financial Modelling and Analysis - KPO

Execution – DMA/DSAExecution – B2B

End-to-End - BPO

Middle Office -
BPO

Introducing Broker 
Arrangements

Securities Back Office – BPO
Fully Disclosed Correspondent Clearing

Prime Brokers

Derivatives and Structured Products MO - BPOHedge Fund 
Administrations

Specialist Derivatives Back Office - BPO

Global Custodians Local Agents & Multi Direct Custodians

Securities Back Office – BPO
Fully Disclosed Correspondent Clearing

Transfer Agency  -
BPO

Fund Accounting -
BPO



165 June 2008 © 2008 Société Générale All rights reserved

C
O

N
TA

C
T

Philippe Robeyns
Head Investment Banking Service

Société Générale, Securities Services

Tel: +44 (0)20 7762 4701

Email: Philippe.Robeyns@sgcib.com

B
U

Y 
SI

D
E 

SA
LE

S

Eric Dickinson
Head of UK Sales and Product Development - Investor Services

Société Générale, Securities Services

Tel: +44 (0)207 676 6925

Email: Eric.Dickinson@sgcib.com

SE
LL

 S
ID

E 
SA

LE
S

Mark Newby
Head Sales - Investment Banking Service

Société Générale, Securities Services

Tel: +44 (0)20 7676 6657

Email: Mark.Newby@sgcib.com



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


