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Securities lending has traditionally been seen as an operational
service tied to custody. But post-credit crunch, beneficial owners
want to make their assets work harder and are therefore
increasingly looking at lending in the same way as investment
management. The crisis has brought other considerations, with
lenders also requiring greater transparency, control and more
bespoke solutions. For eSecLending, winner of the Securities

Lender of the Year award, it was a case of the market catching up.

Chris Jaynes, co-chief executive officer at eSecLending, says:
“The trends that have emerged in our industry over the last year
have positioned our model well since the features of our process
have become more widely embraced by the market.” He says that
the group has seen a significant increase in volume as beneficial
owners have recognised the merits of unbundling different
services and using specialists in each of custody, securities lending
and cash collateral management.

Jaynes says eSecLending has also benefited from an increased
desire for customisation in securities lending programmes,
which allow better monitoring and management of risk.
Beneficial owners have increased their focus on generating
revenues solely from the lending of securities rather than
cash collateral reinvestment. The group pioneered the use of
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securities lending auctions which saw continued strong bidding
activity in 2009 with increased performance of 20-30% over
2008 auction bids.

2009 continued to see innovation elsewhere in eSecLending’s
business. In response to an increased client focus on
counterparty risk, the group adapted its credit monitoring
system to adjust collateral margins dynamically based on the
movement of counterparty credit default swap spreads. As part
of an ongoing process to improve the group’s risk management
services, eSecLending commissioned a third party to evaluate
current and prospective forms of collateral and assess associated
risk and return factors.

Elsewhere, the group also developed a new liquidity management
system for clients seeking a more efficient means to monitor, source
and invest their short term cash and liquidity needs. The group
also established a liquidity management team to offer a new risk-
managed solution for managing the large daily cashflows inherent in
securities lending.

The judges said that eSecLending was significantly ahead of its
competitors in terms of innovation in alternatives. It is clear that
eSecLending has consistently outpaced its peer group, they
agreed.





