Subscription Login

Welcome

Log off

Introduction & Methodology
Bank of America

Barclays Capital

Bear Stearns

BMO Nesbitt Burns
BNP Paribas Securities

Services
Calyon
Citigroup
Credit Suisse Prime Services
Deutsche Bank
Dresdner Kleinwort
Fidelity Prime
Fimat
Goldman Sachs
JPMorgan
Lehman Brothers
Merlin Securities
Merrill Lynch
Morgan Stanley
National Bank of Canada
RBC Capital Markets
Scotia Capital
TD Securities

UBS

GlobalCustodian.com Home  Order Reprints  Latest Surveys  Surveys Archive

2007 Prime Brokerage Survey - Introduction & Methodology

Methodology

The 14th Global Custodian Prime Brokerage Survey is the largest ever. A total of 2,826 responses were
received on behalf of more than 23 prime brokerage firms, up 15% on 2006, and three prime brokers
achieved their first ever rating in the survey, bringing the total to 15 prime brokers who were rated this year.

Unlike 2006, we made minimal changes to the questionnaire this year. No changes were made to the
questions posed about service quality. However, changes were made to other parts of the questionnaire to
establish more accurately assets under management figures; the job function of respondents; and the recent
investment performance and net redemption experience of respondents. Respondents were also asked
whether they want direct access to operational staff at prime brokerage firms. Some firms were deleted from
the list of rate able prime brokers, and others added. An irrelevant question about SEC registration was
eliminated, and the admission to the survey of synthetic prime brokerage clients was made explicit. Questions
about the volumes of business given to prime brokers were re-phrased, and questions added about increases
and decreases in business with particular firms, and the use of capital introduction services by respondents.

As in 2006, respondents were asked to rate the services provided to them by prime brokers across 55
separate questions divided among the nine service areas (client service, operations, hedge fund business
consulting services, financing, securities lending, reporting, capital introductions, technology and value). They
graded the quality of service on a scale of 1 to 7, where 7 is excellent; 6, very good; 5, good; 4, satisfactory;
3, weak; 2, very weak; and 1, unacceptable.

Although the underlying data allows for a more granular approach (it has 11 different asset ranges) we have
on grounds of space and comparability with previous years divided the results for rating purposes among
three different asset sizes (less than $100 million, $100 million to $1 billion, and over $1 billion). Prime
brokers are eligible for awards in each asset size category, subject to obtaining a minimum of 10 responses in
each category.

The volume of European and Asian responses was up significantly this year allowing us to rate the quality of
prime brokerage services separately in North America, the United Kingdom, Continental Europe, Japan and
Asia ex- Japan for a second year in succession. To qualify, prime brokers had to secure at least 10 responses
in Japan, 15 in Asia ex-Japan, and 20 in both Europe and North America.

Prime brokers are eligible for top-rated and commended status in all of these size and regional categories,
and for single and multi-strategy awards as well. In order to achieve top-rated status, a service provider must
achieve an overall weighted average score that equals or betters the combined overall weighted average
score of all the service providers taking part in the survey.

Commended status is a more subjective category, and takes into account signs of improvement or
deterioration from one year to the next, but no service provider with an overall average weighted score below
“good” can expect to be considered. As in all Global Custodian surveys, providers are not allowed to fall or
rise by more than one category a year.

To achieve top-rated status in a particular region, a service provider must achieve an overall weighted
average score in that region that equals or betters the combined overall weighted average score of all the
service providers operating in that region. Eligibility for a rating in a particular region also depends on a
provider securing a minimum number of responses. To be eligible for a global commended or top rating,
providers have to be rated in all regions.

A provider that clears a threshold but fails to secure a high enough weighted score to be rated is declared
“unrated.” A provider that fails to clear the threshold is dubbed “not rated.”

Scores are weighted in two ways. First, credit is given for scoring well in areas named as important in each
service area by all respondents in the completed, qualifying questionnaires. Respondents themselves are also
weighted according to their size and sophistication, which is assessed by a number of factors, including asset
size, number of investment strategies pursued, and number of prime brokers used.




servicing hedge funds in each of the nine service areas in 10 separate categories: less than $100 million,
$100 million-$1 billion, more than $1 billion, single strategy, multiple strategy, North America, Europe,
Japan, Asia ex-Japan, and Global.

To be eligible for a best in class award, a provider has to secure a minimum of 10 responses in the less than
$100 Million, $100 million-$1 billion, more than $1 billion, single strategy and multiple strategy categories. In
the regional and global categories, the same minimum thresholds applied as in other parts of the survey.

Providers that achieve a weighted average score in any service area (such as client service) in any category
(such as Asia ex-Japan) that is equal to or better than the weighted average score of all providers in that
combination of service area and category wins a Best in Class award for that service area in that category. It
follows that providers are eligible for up to 99 Best in Class awards in total.

The threshold for being rated at all in the survey was set at 30, allowing us to rate 15 prime brokers.
However, we have prepared commentary on a further 8 for which responses were received.

Full research reports, based on the survey data, are available. Please contact Muzaffar Karabaev at
mkarabaev@globalcustodian.com for details. As in previous years, we continue to collaborate with Greenwich
Associates on the content of the questionnaire, the analysis of the data received, the preparation of research
reports and the presentation of the results to prime brokers and other interested parties.

We are grateful to the prime brokers for their continuing support of the survey, and especially grateful to the
many hundreds of individuals at hedge funds who took the time and trouble to complete a long and
complicated questionnaire. Any respondent wishing to see further details of the survey should contact
Muzaffar Karabaev at mkarabaev@globalcustodian.com.

Table 1: Best In Class Benchmark Scores
Client Sec

Sve Operations Consulting Financing Lending Reporting Cap Intro Technology Value Total
Global scores  5.82 577 5.67 5.64 5.84 5.61 5.35 558 578 5.67
kﬂ‘?ﬁ;;ha” $100 g4 6.14 5.73 5.89 6.01 5.96 5.13 5.90 6.08 5.90
ﬁﬁﬁgﬂ"’“"'o” ¥l 595 5.90 573 5.68 5.87 5.70 5.29 567 5.87 5.74
More than$1 566 5.62 5.60 5.57 5.79 5.49 5.46 5.45 5.66 5.59
Single Strategy ~ 6.08 5.99 5.77 5.77 5.98 5.85 5.34 5.83 6.00 5.85
Multi-Strategy ~ 5.70 5.66 5.61 5.58 577 5.49 5.35 5.45 5.67 5.50
North America  5.96 5.94 5.81 5.80 6.00 577 5.35 5.72 5.95 5.81
Europe 5.50 534 5.36 528 5.39 5.20 5.32 522 5.35 5.33
South Afica*  5.82 5.77 5.67 5.64 5.84 5.61 5.35 5.58 5.78 5.67
Japan 5.81 5.70 5.79 5.62 5.81 571 5.44 5.60 5.79 5.70
Asia (ex-Japan)  5.73 5.68 5.57 5.41 5.60 5.50 5.36 5.46 5.65 5.55

* Because there was only one provider in this region, the global average was used for benchmarking
purposes.

Table 2: League Tables

Global Less than $100 Million North America

1 Morgan Stanley 5.82 1 Merlin Securities 6.10 1 Merlin Securities 6.12

2 Deutsche Bank 5.76 2 Deutsche Bank 6.07 2 Bank of America 6.00

3 Bear Stearns 5.73 3 Morgan Stanley 6.07 3 Morgan Stanley 5.96

4 UBS 5.71 4 Bank of America 6.01 4 Deutsche Bank 5.93

5 Lehman Brothers 5.68 5 Bear Stearns 5.97 5 UBS 5.86

6 Merrill Lynch 5.66 6 Merrill Lynch 5.94 6 Credit Suisse 5.83

7 Goldman Sachs 5.61 7 UBS 5.93 7 Merrill Lynch 5.79

8 Credit Suisse 5.58 8 Fimat 5.91 8 Goldman Sachs 5.79

9 Barclays Capital 5.52 9 Goldman Sachs 5.85 9 Bear Stearns 5.76

10 Citigroup 5.31 || 10 Credit Suisse 5.80 || 10 Lehman Brothers 5.66
11 Barclays Capital 5.78 || 11 TD Securities 5.66
12 TD Securities 5.72 || 12 Barclays Capital 5.62
13 Lehman Brothers 5.56 || 13 Citigroup 5.53
14 Citigroup 5.36

Single Strategy $100 Million -$1 Billion Europe
1 Merlin Securities 6.25 1 Bank of America 6.10 1 Lehman Brothers 5.75

2 Bank of America 6.10 2 Morgan Stanley 5.93 2 Merrill Lynch 5.59




3 Bear Stearns
4 Morgan Stanley
5 Deutsche Bank
6 Merrill Lynch
7 UBS

8 Goldman Sachs
9 Fimat

10 Credit Suisse

11 Lehman Brothers
12 Citigroup

13 Barclays Capital
14 JPMorgan

Multi-Strategy
Bank of America
TD Securities
Morgan Stanley
Deutsche Bank
Lehman Brothers
Bear Stearns
UBS
Merrill Lynch
Barclays Capital
10 Credit Suisse
11 Goldman Sachs
12 Fimat
13 Citigroup
14 JPMorgan

© 0 ~NOoO O~ WN PR

Dominic Hobson
Editor in Chief

5.96
5.93
5.89
5.87
5.86
5.80
5.72
5.70
5.61
5.52
5.42
5.24

5.87
5.80
5.76
5.71
5.70
5.62
5.60
5.58
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5.39
5.24
4.60

dhobson@globalcustodian.com

3 UBS

4 Deutsche Bank
5 Bear Stearns

6 Lehman Brothers
7 Goldman Sachs
8 Barclays Capital
9 Merrill Lynch
10 Fimat

11 Credit Suisse
12 Citigroup

More than $1 Billion
Bank of America
Morgan Stanley
Lehman Brothers
Deutsche Bank
Merrill Lynch
Bear Stearns
Credit Suisse
Goldman Sachs
UBS

Barclays Capital
Citigroup

Fimat

JPMorgan
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5.89
5.82
5.78
5.70
5.66
5.59
5.55
5.48
5.45
5.36

5.80
5.72
5.69
5.69
5.64
5.63
5.58
5.56
5.48
5.43
5.30
5.18
4.81

Deutsche Bank
Bear Stearns
Fimat

Morgan Stanley
Barclays Capital
Credit Suisse
Goldman Sachs
10 UBS

11 Citigroup

© 00 ~NO O~ W

South Africa
1 Deutsche Bank

Japan
Lehman Brothers
Deutsche Bank
Morgan Stanley
UBS
Goldman Sachs
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5.45
5.44
5.42
5.41
5.40
5.24
5.11
5.08
4.44

4.86

6.29
5.85
5.84
5.57
5.50

Asia (excluding Japan)

Deutsche Bank
UBS

Morgan Stanley
Goldman Sachs
Merrill Lynch
Lehman Brothers
Credit Suisse
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2007 Prime Brokerage Survey - Bank of America

! = Top Rated
* = Best In Class

Bank of America

IT is hard to believe that Bank of America could improve on its
performance of a year ago, but it has. Scores are up in every service area
from already stellar levels. The bank collects 48 out of a possible 54 Best
in Class awards on the back of scores that are either “very good” or as
close to it as makes no difference in nine out of 10 questions. It even puts
right the one gap in its collection of prizes a year ago: Bank of America
gets a top rating from its smallest clients.

The post-rationalization gripes from smaller, single strategy funds that
colored their results last year are no longer a substantial issue. “B of A has
evolved its thinking and is treating important relationships to their firm
very well,” says one client. In the domestic market where it competes,
Bank of America outscores the top three prime brokers in five out of nine
service areas and by a lavish margin on client service. “I like the people
there a lot,” as one client puts it. “Both knowledgeable and easy to deal
with.”

Bank of America also scores well on operations, reporting and technology,
and embarrasses some large houses with its score on capital introductions.
“The best cap intro program in the world—bar none,” says one client.
Another says it “operates like no other group in the business—very hands-
on and professional.” That said, there are plenty of respondents unhappy
with the same service, and the scores on some capital introduction
questions are among the few where Bank of America tastes mediocrity.

The same effect is apparent in securities lending, where great scores on
US and fixed-income lending, hard-to-borrows and buy-in protection are
offset by predictably weaker ones on foreign securities. This nuance is
drowned out by flattering comments (“far and away the best stock loan
group we deal with ... blow away the competition when it comes to hard to
borrow securities”) and the bank earns second highest score in the survey
for securities lending as a whole.

But however predictable an outcome this is, for a bank that has elected to
compete in the domestic market only, limited capability in foreign
securities is a reminder that prime brokerage in one country limits the
ability of the bank to grow. “Lack of a global equity book,” is a weakness
cited by one provider. “As we expand to international equities, this will be
important.”

Building an international presence is probably the biggest challenge Bank
of America faces now. Others include the need to persuade clients its
products and services are fully integrated and to develop a fresh corporate
personality to replace the can-do-for-small-funds attitude of the past. “The
culture of the commercial bank is gradually seeping into the prime broker’s
formerly entrepreneurial culture,” warns one respondent.

= Unrated

Surveys Archive

! = Commended

= Not Rated

RESPONDENT PROFILE *

Primary Prime Broker

Strategy
Single strategy
Multi-strategy

Prime Broker Usage
Equities only
Fixed income only

Both equities and fixed
income

Geography

North America

Europe

South Africa

Japan

Asia (excluding Japan)

Asset size

<$100M

$100 Million - $1 Billion
$1 Billion+

61.4%

68.0%
32.0%

56.1%
0.9%

26.3%

99.6%
0.4%
n/a
n/a
n/a

30.3%
45.2%
24.6%

Top 5 Pursued Investment

Strategies

1 Equity Long/Short

2 Event-Driven

3 Distressed Securities

4 Capital Structure
Arbitrage

5 Convertible Arbitrage

65.79%
17.54%
13.16%

9.65%
8.33%

* Proportion of respondents

who answered

. Client . . ) . Sec . Cap
Service Area Operations Consulting Financing Lending Reporting Intro Technology Value
, Global 6.19 6.20 5.79 5.90 5.93 6.06 5.74 6.01 6.13

¥ < s100m w ) w w )
¥ s100m -318 w w w

w

w
* * * % w w

Total
5.99
6.01
6.10




L S * K * * * K K K s
! Single Strategy * * * * * * * * * 6.10
! Multi- Strategy * * * * * * * * 5.87
! North America * * * * * * * 6.00
Europe n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
South Africa n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Japan n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Asia* n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

* Asia excluding Japan

Dominic Hobson Allison Cayse Muzaffar Karabaev
Editor in Chief Surveys Editor Director of Research
dhobson@globalcustodian.com acayse@globalcustodian.com mkarabaev@globalcustodian.com
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2007 Prime Brokerage Survey - Barclays Capital

! = Top Rated
* = Best In Class

Barclays Capital Prime Services

The selective strategy pursued by Barclays Capital is yielding to broader
ambitions now. Just as the investment bank is abandoning the fixed-
income focus of its early years, so Prime Services is looking to develop a
multi-asset class platform encompassing derivatives and even
commodities, as well as equities and foreign exchange.

Around two-thirds of the 250 clients of the bank trade equities, the vast
majority of them multi-strategy funds that use Barclays Capital as a
secondary prime broker. Multi-strategy funds mark Barclays significantly
higher than their single strategy counterparts. “They do everything and
they do it well,” concludes a client.

One proof the bank is in earnest about multi-asset class prime brokerage
is its Global Netting cross-margining service, which attracted flattering
comments. With no legacy but that of a fixed income house, Barclays has
escaped internal opposition to delivering the whole of the bank. That said,
one major fund notes the absence of multi-asset class reporting, and the
score on that question has dipped quite sharply. The dependence of
reporting on technology is reflected in unimpressive scores in that area
too. “Barclays need to improve their client facing tool,” is the ingenuous
assessment of a client.

Technology and reporting are not the only areas where scores have dipped
by comparison with a year go. In fact, they are down in five out of eight
comparable service areas. Securities lending is an important exception,
where scores were up significantly. “They are one of the few gems in the
market when it comes to hard to borrow securities,” says a client.

Securities lending is driving the expansion of the bank in Asia, where a
prime brokerage group started work from Singapore last year. The bank
has agreed exclusives in Korea and Taiwan, and is looking to develop a
securities lending and financing business on the back of its execution and
trading activities, especially in Tokyo. “Barclays have very good DMA
capabilities and good supporting operations,” says a client.

Barclays certainly has a solid base on which to build in Asia that goes
beyond its stock lending capabilities. In its established markets
consistency is the hallmark. Although there is variation at the question
level, the overall outcome in North America and Europe is almost exactly
the same. The bank has large clients too, and they have marked it
generously.

With its equity base growing, OTC derivatives and MBS added to the
product mix, and an integrated synthetics and cash platform in place, all
Barclays needs now is more clients—and, if an existing client is to be
believed, they will get them. “They really are fantastic at everything,” he
says. “Hiring Barclays was one of the best decisions | ever made.”

= Unrated

! = Commended

= Not Rated

RESPONDENT PROFILE *

Primary Prime Broker 45.1%
Strategy

Single strategy 37.3%
Multi-strategy 62.7%
Prime Broker Usage

Equities only 29.4%
Fixed income only 33.3%
Both equities and fixed

income 33.3%
Geography

North America 47.1%
Europe 51.0%
South Africa n/a
Japan 2.0%
Asia (excluding Japan) n/a
Asset size

<$100M 19.6%
$100 Million - $1 Billion 27.5%
$1 Billion+ 52.9%

Top 5 Pursued Investment
Strategies

1 Equity Long/Short 49.02%
2 Market-Neutral 45.1%
3 Event-Driven 39.22%
4 Convertible Arbitrage 31.37%
5 Futures/Commodities 31.37%

* Proportion of respondents
who answered

. Client . . ) . Sec . Cap
Service Area Sve Operations Consulting Financing Lending Reporting Intro Technology Value Total
¥ Giobal 5.52 551 552 Wses Wsss 528 n/a 5.15 562  5.52
! < $100M * 5.78




¥ s100m -$18 5.59

¥ s18+ 5.43

5.42

*
*
! Single Strategy
! Multi- Strategy * * 5.56
*
*

! North America 5.62

*%% »

! Europe * * * * 5.40
South Africa n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Japan n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Asia* n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

* Asia excluding Japan

Dominic Hobson Allison Cayse Muzaffar Karabaev
Editor in Chief Surveys Editor Director of Research
dhobson@globalcustodian.com acayse@globalcustodian.com mkarabaev@globalcustodian.com
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2007 Prime Brokerage Survey - Bear Stearns

! = Top Rated

* = Best In Class = Unrated

Latest Surveys

Surveys Archive

! = Commended

= Not Rated

Introduction & Methodology
Bank of America

Barclays Capital

Bear Stearns

BMO Nesbitt Burns
BNP Paribas Securities

Services
Calyon
Citigroup
Credit Suisse Prime Services
Deutsche Bank
Dresdner Kleinwort
Fidelity Prime
Fimat
Goldman Sachs
JPMorgan
Lehman Brothers
Merlin Securities
Merrill Lynch
Morgan Stanley
National Bank of Canada
RBC Capital Markets
Scotia Capital
TD Securities

UBS

Bear Stearns

BEAR STEARNS could argue that prime brokerage was never a duopoly,
but a triumvirate of which it was part. So it is not surprising that the
survey results last year have inspired a return to form in 2007. Scores are
up in every question and service area, and by nearly a tenth overall. Bear
Stearns garners seven out of a possible eight top ratings, and 50 out of a
possible 72 Best in Class awards.

Improvement is particularly noticeable in the linked areas of reporting and
technology, as well as securities lending and financing. Investment in the
Bear Prime client instruction and report—ing technology is rewarded with
higher scores. “Excellent system that is very user friendly and provides
excellent reporting,” says a client. Yet gripes about technology and
reporting are com—mon in the negative comments about Bear Stearns this
year.

Bear Stearns has the highest securities lending scores of any firm in the
survey. “Bear Stearns stock loan department is the best on the street,”
says a client. “They provide excellent service on locating hard-to-borrow
securities. They have also done a phenomenal job ... protecting us from
potential buy-ins ... They have also been very competitive on rebates.”

Securities lending powers a much admired fixed-income product. “There is
no other PB that can compete with them in fixed income,” writes a client.
“They lead the pack with quite a gap in between.” But Bear sees itself as a
multi-asset class provider, and reorganized itself last year to bring cash
equities, derivatives, traditional and synthetic prime brokerage and
clearing under a single management. It reckons its understanding of the
value of a client to the firm as a whole has improved immeasurably as a
result, and it scores well on integration. “Most primes sell the concept of a
seamless platform across equities and fixed income,” says a client who has
noticed. “Bear delivers.” But another laments, “too many disparate trading
units that don’t talk together,” and a third says, “different product areas
appear to work in separate silos.”

Other respondents would like to see Bear get global faster. One complains
of “no European platform” and a second of “no non-US capacity.” Though
the firm has a sizeable London presence, outside Tokyo, an Asian
capability remains intention rather than fact. “They have become a
stronger presence in Europe but they still have some ways to go,” says a
client.

Bear scores noticeably better among smaller to mid-sized funds and
among single strategy funds, but it has got its large American fan base out
this year: unlike 2006, Bear gets significantly higher scores from North
Americans than Europeans. Comments suggest what they like especially is
the commitment of the firm to the business, its industrial scale and an
unfussy style that guarantees them access to senior management

Client ) . ) . Sec .
Sve Operations Consulting Financing Lending Reporting

¥ Giobal Wsss Wss: Wszs Wss: Wsos Wses
¥ < s100m w w w w w *

Service Area

Cap

RESPONDENT PROFILE *

Primary Prime Broker 64.5%
Strategy

Single strategy 41.9%
Multi-strategy 58.1%
Prime Broker Usage

Equities only 41.0%
Fixed income only 7.3%
Both equities and fixed 46.2%
income

Geography

North America 83.3%
Europe 15.0%
South Africa n/a
Japan 1.3%
Asia (excluding Japan) 0.4%
Asset size

<$100M 29.1%
$100 Million - $1 Billion 30.8%
$1 Billion+ 40.2%

Top 5 Pursued Investment

Strategies

1 Equity Long/Short

2 Event-Driven

3 Distressed Securities

4 Capital Structure
Arbitrage

5 Market-Neutral

58.12%
34.19%
33.76%

22.65%
21.37%

* Proportion of respondents

who answered

Intro Technology Value Total
5.30 Wss; Wsgs 573
w w597




¥ s100m 518 w w w w w 5.78
¥ 518+ * x * * W * * 563
! Single Strategy * * * * * * * 5.96
! Multi- Strategy * * * * * * 5.62
! North America * 5.76
! Europe * * * * * * * * 5.44
South Africa n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Japan n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Asia* n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

* Asia excluding Japan

Dominic Hobson Allison Cayse Muzaffar Karabaev

Editor in Chief Surveys Editor Director of Research

dhobson@globalcustodian.com acayse@globalcustodian.com mkarabaev@globalcustodian.com
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2007 Prime Brokerage Survey - BMO Nesbitt Burns

¥ - Top Rated Y- Commended

= Not Rated

i

® — Best In Class '/ = Unrated

BMO Nesbitt Burns

This marks a second appearance in the survey by the investment banking arm of the Bank of Montreal.
However, the sample is too small to be representative, and the low scores are offset by flattering
comments. “Our account gets great attention” says one client. “Good inventory of securities and good
lending rates,” writes another. Like its Canadian rivals, BMO respondents are either domestic hedge funds or
hedge funds based elsewhere in North America but active in the Canadian markets. “Strong presence in the
Canadian market,” as a client puts it. Most respondents use the firm as one of a number of providers.
Comments include a complaint about silos (“Broker and bank not integrating fast enough”) that is borne out
in the scores. “Good solid PB business,” concludes a client, who also laments a “basic” platform and calls for
more investment in the business.

Dominic Hobson Muzaffar Karabaev
Editor in Chief Surveys Editor

dhobson@aglobalcustodian.com acayse@globalcustodian.com mkarabaev@globalcustodian.com

Allison Cayse
Director of Research
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BNP PARIBAS is serious about the prime brokerage business again. Unlike its foray into traditional prime
brokerage four years ago, the bank has this time adopted a strategy that is designed to deploy on behalf of
a growing hedge clientele the true strengths of the bank: a $1.6 billion, AA-rated balance sheet, expertise in
synthetics and a network that covers 88 markets around the world. If there is a model for it, it is Deutsche
Bank.

The effort is being led by the Equity and Derivatives Division (EQD) out of New York and Paris, and aims to
combine synthetic prime brokerage on a global basis with a traditional prime brokerage platform outside the
United States. EQD has already hired senior people in equity finance sales and trading in New York, London
and Asia to complement existing staff in Paris, and enhanced operations and systems to handle more
business.

BNP Paribas is already providing portfolio swaps, large single swaps, equity and fixed income repo,
forwards, barrier options and capital optimization and risk management tools to hedge funds. Respondents
for BNP Paribas this year are mostly European, as well as large and institutional funds using the bank for
other purposes already. “Financing and repo,” is how one describes the strengths of the French bank.

The average scores are not yet impressive, except in a handful of securities lending and financing issues,
but then neither is the rate of response on particular questions. Another laments that the bank is “not
global, no cross-asset servicing.” But that is about to change.

Having spent much of 2006 building up its capabilities, the French bank is looking for a return on its
investment in 2007. The 2008 survey will be a surer test of progress made.

Dominic Hobson Muzaffar Karabaev
Editor in Chief Surveys Editor

dhobson@globalcustodian.com acayse@globalcustodian.com mkarabaev@globalcustodian.com

Allison Cayse
Director of Research

Feedback Terms of Use Privacy Policy

© 1989-2007. All rights reserved. No reproduction without prior authorization.




Subscription Login
Welcome

Log off

Introduction & Methodology
Bank of America

Barclays Capital

Bear Stearns

BMO Nesbitt Burns
BNP Paribas Securities

Services
Calyon
Citigroup
Credit Suisse Prime Services
Deutsche Bank
Dresdner Kleinwort
Fidelity Prime
Fimat
Goldman Sachs
JPMorgan
Lehman Brothers
Merlin Securities
Merrill Lynch
Morgan Stanley
National Bank of Canada
RBC Capital Markets
Scotia Capital
TD Securities

UBS

GlobalCustodian.com Home  Order Reprints  Latest Surveys  Surveys Archive

2007 Prime Brokerage Survey - Calyon
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Calyon

CREDIT AGRICOLE-OWNED Calyon made its debut in this survey a year ago. On this evidence, the bank
has no exclusive relationships, but scores are up on 2006 in all comparable service areas, and even more
sharply among clients that rated the firm a year ago. The number of responses is too small to draw
definitive conclusions but, on the whole, Calyon scores better among smaller and single strategy funds. It
secures especially high scores for client service and value, and one respondent singles out its “knowledge”
for special praise. A second respondent names technology as a weakness, and its average score on that
issue is not high. As the survey closed, Calyon was poised to merge with Fimat, the investment banking arm
of French rivals Société Générale.
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! = Top Rated
* = Best In Class

citigroup

CITIGROUP is ambitious in this business. It aims to provide a global
service, covering multiple fund sizes and strategies as well as currencies
and asset classes. Clients appreciate this. Praise for the “global reach,”
“global coverage,” “network,” “breadth of coverage,” and even “global
custody window” of Citigroup pepper the commentary. One major fund
values its “great global reach and diverse product coverage within their
greater organization.”

Fulfilling such a grandiose ambition takes time. As one client puts it,
Citigroup is “still building out their team and developing their
relationships.” This has advantages. “They seem to really appreciate our
business and are hungry to prove themselves worthy of more,” writes one,
and a second notes that “Citi ‘tries harder.”” Although scores are down on
2006 in five out of nine service areas, it is mostly by trivial amounts, and
securities lending is still strong.

As a glance at the Best in Class awards table shows, it is the principal
strength at Citigroup. “They have every hard-to-borrow security when it
matters most, and their rates are always competitive,” says a client.
Another claims “Citi has always found me the hard to borrows, which
makes my life easy. Additionally, they are very competitive with the
margin pricing, and reporting has been timely and precise. | have no
reason to look elsewhere.”

There is no surprise at the relatively weak showing in capital introductions
(where the Citigroup offering is limited) and technology (where the bank is
only now introducing its new OpenPrime trading and portfolio management
and accounting platform). A client says technology is “improving but
lacking.” A second says the US platform is strong but “the international
equity PB and stock lending platform needs a lot of improvement.”

It seems to be getting it. Citigroup is hiring busily in Europe to build up its
capabilities and fulfill its ambition to become a major global prime broker.
In common with every other global provider in the survey, the European
scores are below those earned from respondents in North America, albeit
on a smaller sample, since three quarters of the clients of the bank are
currently based on the western side of the Atlantic. But the bank is clearly
alive to the need for investment in Europe.

Though it services some large funds, Citigroup presently has fewer
exclusive relationships than the market leaders, and is naturally eager to
expand its business with clients. One says Citigroup is “sometimes a little
too hungry for new business, i.e. pushy, but overall very glad to have
them as one of our PBs.” Another says, “Frankly, for what | use Citi for, |
find them to be perfect.” It is on that combination of eagerness and
goodwill that Citigroup can build a substantial prime brokerage business.
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RESPONDENT PROFILE *

Primary Prime Broker 45.0%
Strategy

Single strategy 35.0%
Multi-strategy 65.0%
Prime Broker Usage

Equities only 48.1%
Fixed income only 13.1%
Both equities and fixed 32.50%
income

Geography

North America 70.0%
Europe 16.3%
South Africa n/a
Japan 5.0%
Asia (excluding Japan) 8.1%
Asset size

<$100M 15.0%
$100 Million - $1 Billion 28.8%
$1 Billion+ 56.3%

Top 5 Pursued Investment
Strategies

1 Equity Long/Short

2 Event-Driven

3 Emerging Markets

4 Market-Neutral

5 Futures/Commodities

68.13%
34.38%
30.63%
28.75%
26.88%

* Proportion of respondents
who answered

. Client . . ) . Sec . Cap
Service Area S Operations Consulting Financing Lending Reporting Intro Technology Value Total
! Global 5.50 5.34 5.23 5.52 *5_92 5.24 4.43 5.12 5.52 5.31
¥ <s100m 5.36
¥ s100m 518 w 5.36




¥ s18+ 5.30
! Single Strategy * 5.52
! Multi- Strategy * 5.24
! North America * 5.53
Europe 4.44
South Africa n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Japan n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Asia* n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

* Asia excluding Japan
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Credit Suisse Prime Services

No prime broker can rival Credit Suisse for the perennial sense of goodwill

are operational issues to address is undeniable—comments this year
contain detailed operational complaints—but even these in part reflect the
rising expectations of larger clients.

= Unrated

! = Commended

= Not Rated

RESPONDENT PROFILE *

Introduction & Methodology its people engender. One client praises the firm for its “extremely strong [Primary Prime Broker 57.8%
customer service orientation and a genuine desire to help clients
Bank of America Actually seeing a firm committed to help its clients is rare and valuable.” A
Barclays Capital second applauds a “tremend.ous pus_h to make sure we are a satisfied S.trategy
customer on all fronts,” while a third lauds, “the absolute best client |Single strategy 41.0%
Bear Stearns service team!” Multi-strategy 59.0%
BMO Nesbitt Burns Th hall Credit Sui h t itself is to t late that d f
: " e challenge Credit Suisse has set itself is to translate that degree o
BNP Paribas Securities goodwill anéJ the inherited advantages neatly itemized by a client—g"‘Higth Prime Broker Usage
Services motivated people, attractive financing terms and rates, global business, |EAuities only 42.2%
Calyon name recognition”—into a business capable of taking on, and then |Fixed inCP_"”'e 0“')’_ 13.3%
overtaking, the market leaders. And the strategy adopted by the bank is |Both equities and fixed 41.0%
Citigroup certainly sui generis. income
Credit Suisse Prime Services
Deutsche Bank Thougg it tr;ums to _keep its rates c?mpetltlvef Credit Suisse is not looking to Geography
grow by becom=ing the lowest-cost provider. Instead, it supports the North America 58.4%
Dresdner Kleinwort financing of exotic asset classes (platinum joined the list last year) in the E 26.5%
belief that it can win more orthodox business from larger funds by proving urope - 70
Fidelity Prime itself on harder tasks. That this approach resonates with $1 billion plus [SOUth Africa n/a
Fimat hedge funds is not a surprise, given that Credit Suisse is on record as Japan ‘ 3.6%
saying it expects the industry to become more concentrated over time. Its |Asia (excluding Japan) 11.4%
Goldman Sachs astonishingly bold alliance with Paladyne Systems to facilitate multiple
prime brokerage is driven by the same marketing-by-proxy strategy.
JPMorgan Asset size
Lehman Brothers Such an approach is intrinsically long-term, but the survey results of the <$100M - — 21.1%
_ y last three years suggest Credit Suisse is seeing a return from it. That there 100 Million - $1 Billion 28.9%
Merlin Securities $1 Billion+ 44.0%

Top 5 Pursued Investment

) - - . - . . Strategies
National Bank of Canada A substantial investment in operational infrastructure and technology is in 1 EquitygLong/Short 62.05%
RBC Capital Mark train at Credit Suisse—it includes a redesign of the Prime View platform 5 Convertible Arbitrage 30'120/
apital Markets front end initiated at the end of last year—is unlikely to have a positive 3 Event.Dri 9 28.920/0
i i impact on the scores until next year. vent-Driven D27
Scotia Capital 4 Market-Neutral 28.31%
TD Securities 5 Volatility Arbitrage 24.7%

UBS

The scores are not weak. They are actually up in more service areas than
they are down, and even where they are down they remain high. The
difficulty is that the average scores earned by Credit Suisse have more or
less stood still in a year when those of others went up.

There is also considerable fluctuation in the scoring by geography, strategy
and size. Americans mark higher than Europeans, who mark higher than
Asians, but Japanese mark highest of all. Single strategy funds mark
Credit Suisse higher in every area, save capital introductions and securities
lending. Likewise, variations in scoring by client size are as wide as 100
basis points. Yet at both ends of the spectrum, and at many points
between, Credit Suisse has plenty of delighted clients.

Client . . . . Sec .
Sve Operations Consulting Financing Lending Reporting

Wser 572 5.40

Service Area

¥ Giobal

Cap
Intro

Wse: 581 5.56 5.04 5.42

* Proportion of respondents

who answered

Technology Value

W57

Total

5.58




