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WHAT IS YOUR PERSPECTIVE ON CURRENT REGULATION IN 

THE INDUSTRY?  WHAT ARE YOUR VIEWS ON WHERE WE 

ARE IN THE REGULATORY CYCLE? HOW DO YOU FEEL 

ABOUT WHAT'S IN PLACE; ARE WE LIKELY TO GET MORE OR 

CAN WE REVERT BACK TO HOW THINGS WERE? 

Arthur Levitt (AL): After every crisis and the government’s 

response with greater regulation such as Dodd Frank, the 

question that journalists and academics ask is “Are we in a 

better place? Will this prevent the next catastrophe?"   The 

response then and now is “No”.  We are in a better place not 

as a result of Dodd Frank but because the 2008 financial crisis 

was different compared to prior such events and business 

leaders / firms are more cautious and educated about the 

various risks in the system. 

There are aspects of Dodd Frank that are reasonable and 

potentially beneficial but some that have no meaningful impact 

to the industry.  Decision making from a regulatory point of 

view is currently hampered by a dysfunctional congress that 

has led to the de-moralization of our principle regulators and 

restricted them from making the necessary changes to bring 

about greater transparency and efficiency.   

 

 

 

 

 

 

 

 

 

 

 

 

The present situation has caused an unprecedented amount of 

cost and time spent where we have regulators on one side and 

congress on the other with minimal results which is bad for 

investors, the financial markets and the system. 

With that said, to the extent that we have squeezed some of 

the excess out of the market in terms of leverage, we are in a 

better place but by no means does this ensure a crisis-free 

path to the future. 

 

SINCE WE TOUCHED ON THE DYSFUNCTIONAL NATURE OF 

CONGRESS, WITH THE ELECTION AHEAD OF US, ARE WE 

HEADING TOWARDS MORE OR LESS REGULATION? 

AL: There are pressures in the US calling for more regulation.  

At this time, it doesn’t matter which party pushes for 

regulation, there is a national trend regarding a focus on banks 

and brokerage firms.  The Democratic Party will certainly want 

more regulation, but with the Republican Party, it will depend 
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who the nominee is.  There will be a lot of posturing about 

regulation over the next year (both pros and cons).  As 

counterintuitive as this may sound, we will probably see more 

regulation in this next election cycle. 

 

 

 

 

 

 

 

 

THE CURRENT ROE (RETURN ON EQUITY) FOR THE MAJOR 

BANKS ARE BETWEEN 5 – 10 %.  WHAT IS GOING ON?   

WHAT DO BANKS NEED TO DO? 

Tom Glocer (TG): The real challenge is the amount of capital 

the banks are required to retain.  From a systemic and stability 

perspective, it makes sense not to have leverage of 70-1.  Until 

this past quarter, the stress has not been on revenues or 

earnings; banks have done a decent job of keeping revenues 

stable.  The real stress has been on the capital side of the 

equation.  This stress has not only been on capital in the US 

but the bank’s international subsidiaries as well where they 

[regulators] want access to capital.  Unless the banks can 

convince the Fed that they can distribute 100% of their 

earnings, the firms are finding themselves as victims of their 

own success.  The more a bank earns, the higher its capital 

base needs to be. 

Unfortunately, this has resulted in profound ramifications on 

the industry which is driving banks towards unprecedented 

cost cutting.  Personally, a renewed push into disruptive 

technologies is ultimately a more efficient way to really 

transform the cost structure versus the perpetual squeeze that 

all dread. 

 

 

YOU TALK ABOUT LACK OF ACCESS TO CAPITAL AND WE 

ARE GOING TO TALK ABOUT DE-GLOBALIZATION LATER IN 

THE PROGRAM, BUT IS THAT WHERE WE ARE GOING?  

DOESN’T IT MAKE SENSE TO GO GLOBAL WHEN YOU 

HAVE WALLED-OFF CAPITAL? 

TG: I have a theoretical solution.  The preferable approach 

would be to allocate capital to each jurisdiction and reserve a 

buffer amount that would be held centrally and agreed to by 

the regulators. Unfortunately, that will never happen.  As a 

result, it is perfectly rational for a regulator in the UK to say, 

“We don’t want Lehman Brothers depleting all the capital 

overnight because they may need it in New York. We would 

rather have the capital available here for an emergency.”  I 

believe we are going to see more of this kind of behavior and 

it will probably extend to other jurisdictions as well. 

 

FROM YOUR PERSPECTIVE, WHAT DO BANKS NEED TO BE 

DOING / FOCUSED ON AT THIS TIME? CAN YOU SHARE 

YOUR THOUGHTS ON THE FIXED INCOME MARKETS? 

Brad Hintz (BH): Banks face an interesting problem.  If one 

were to think of this room as the constraints in which banks 

operate; the far wall is leverage, the left side of the wall is 

regulatory which is 40% closer to the center, the ceiling is 

liquidity and is now at level with our heads.  Basically, the 

banks are operating in a telephone booth which means their 

ability to alter their business model is limited given the current 

regulatory restrictions.  These limitations are also impacted by 

CCAR.  It doesn’t matter whether the stress test scenarios are 

rational or not, the bottom line is that banks are forced to 

operate within these walls.  This is the current situation with the 

banks and unfortunately means lower earnings. 

With respect to the Equity and Fixed Income markets, the 

equity execution business is generating a near zero ROE.  This 

may sound strange but with automation and electronic 

trading, commissions were impacted in 2003 / 2004.  With that 

said, equities are not a terrible business if you add equity 

underwriting to it as margins are higher.   If a firm has a sizable 

equity underwriting market in addition to the execution side, 

they should be in good shape. 
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Fixed income is a different story.  The model developed over 

15-20 years starting with wide bid-offer spreads eventually 

coming in and trade volumes going up.   There was an 

unspoken agreement between institutional investors and 

broker dealers where investors would give the banks their 

business and the dealers would provide free liquidity, 

execution and in exchange monitor the flow of the market and 

take a position against it.  This model of cheap liquidity in 

exchange for successful risk taking on the part of the banks is 

now broken.   There is no immediate solution to potentially fix 

the business model. 

On the credit side, they have brought risk weighted assets 

(RWA) down.  If you review the SIFMA database and go into 

their inventory of corporate bonds, it has entirely collapsed.  

Right now the top of the book is liquid, but there is nothing 

underneath.   Larry Fink has a point when he says that there is 

no liquidity.  Unfortunately, the issue is that BlackRock’s 

operations expanded in a world of free liquidity.   We are 

currently in a transition phase - Global capital markets are 

growing and there is demand for our services.  The business 

model, at least on the trading side needs to be altered which 

requires large scale operational change.  We need manage the 

business from a bottom-line perspective rather than chasing 

revenues and market share. 

 

 

 

DOES THAT MEAN THE BLACKROCK BUSINESS MODEL 

WILL HAVE TO CHANGE? 

BH: My fear is that the person at the other end of the line is 

an Exxon treasurer who is issuing skinny spreads and the 

credit markets are going to turn to private placements.  The 

bid-offer spreads will have to widen.   

 

DTCC IS RIGHT IN THE MIDDLE OF ALL THESE TRENDS, 

ESPECIALLY SINCE COSTS ARE IMPORTANT AND 

EXPENSES HAVE TO BE MANAGED.   WHERE ARE THE 

UTILITIES?  CAN YOU SHARE KEY INITIATIVES GOING ON 

AT THE DTCC AND THE ROLE OF UTILITIES IN THE 

FINANCIAL INDUSTRY? 

Mike Bodson (MB): "It’s a good time to be the plumber of Wall 

Street".  DTCC has done a considerable amount of work over 

the last few years analyzing the current cost structure of the 

major banks.  The current operating model is not sustainable 

due to increasing cost, regulatory and compliance pressures.  

For a number of years, the banks preferred to control the back 

office and internalize everything to gain an advantage over 

their competitors.  Post the 2008 crisis, the need to raise 

capital led to increased pressure to manage and reduce costs.  

One of our board members described it as "we outsourced, we 

near-shored, we off-shored and it did not work, the costs are 

still too high." 

DTCC conducted a study in conjunction with Oliver Wyman 

where we looked at the post-trade ecosystem of banks in the 

US and Europe.  The analysis yielded a result that came out to 

~$100 billion annually; that’s a large number.  At the same 

time, DTCC also looked at all the major utilities - DTCC, LCH, 

Euroclear, OCC, Swift etc. to understand how much of the 

overall cost is “utilitized.”   It comes out to ~$6 billion, which is 

approximately 5% of the overall cost incurred by the banks.  

There is clearly an opportunity here for a "Super Utility."   The 

Super Utility idea did not originate at nor does it mean that it 

its DTCC, but the concept entails outsourcing certain non-

differentiating, non-competitive industry functions and 

processes to a shared utility.   
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We have seen some progress to date.  DTCC is working with 

Credit Suisse and other banks on a project called "Clarient", 

which is to utilitize KYC and eventually the client 

documentation and relationship aspect.  We are working with 

FS-ISAC, a financial services and data sharing analysis center, 

on a project called "Soltra", that can collect, distill and speed 

the transfer of threat intelligence to help safe guard against 

cyber-attacks.  Soltra enables any firm that is attacked or 

threatened to share information in a much more effective and 

efficient manner.   We are also operating a collateral joint 

venture with EuroClear.  Finally, DTCC is in collaboration with 

SWIFT on LEIs.  LEI is a critical tool for helping regulators and 

market participants aggregate and better understand 

exposures, enhance market transparency and significantly 

improve the analysis of global systemic risk. 

Clearly, there is progress in the utility space, but more can be 

done.   A strategic initiative to create a joint back office was 

conducted earlier this year with a small group of banks.  The 

project was tabled for several reasons, although many firms 

are continuing to pursue individual initiatives to reduce costs 

and enhance efficiencies.  The thought of combining a number 

of back office functions is conceptually exciting, but needs to 

be weighed against the complexity and costs involved.   From 

a client’s perspective, there is no real difference between 

working with Goldman Sachs or Morgan Stanley.   It may take 

a disruptive technology or small consortiums to reduce large 

costs from the banks.  Either way, both a willingness to work 

together and trust will be needed to make this happen. 

 

ARE YOU OPTIMISTIC?    

MB: The financial industry always has a way of re-inventing 

itself.  In times of crisis, the “street” comes together to identify 

a solution.  I don’t believe it will be one big bang initiative or a 

single firm taking over all of operations, but more likely smaller 

tranches of the back office getting outsourced, eventually 

reaching critical mass.   It is not going to happen overnight, 

but over the next 3 to 7 years, we can expect to see a fair 

amount of progress. 

 

 

 

 

 

 

 

 

 

DO YOU SEE A DIFFERENT TYPE OF REGULATORY 

ARCHITECTURE EMERGING TO GO AFTER THE SHADOW 

BANKING SYSTEM OR ARE THEY JUST TOO SMALL, NOT 

TOO-BIG-TO-FAIL?  

AL: The issue is that regulators are having a difficult time 

understanding the scope of shadow banking, and because of 

that, there is a constant effort to underscore the impact..  As of 

now, Congress does not understand what shadow banking is 

and the risks involved. The combination between a weak 

regulatory structure and an empowered congressional body 

means that shadow dancing will most likely be left out of the 

regulatory scope. Shadow banking is part of our Capital 

Markets infrastructure and is here to stay. 

 

 

 

 

“The financial industry always has 

a way of re-inventing itself.  In 

times of crisis, the ‘street’ comes 

together to identify a solution.”    

-Mike Bodson 
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WHAT ARE YOUR VIEWS ON SHADOW BANKING? DO THEY 

POSE A RISK OR DO THEY ACCOMPLISH THIS LACK OF 

LIQUIDITY? CAN THE LIQUIDITY COME FROM THE SHADOW 

BANKING INDUSTRY? WHAT ABOUT THE FIXED INCOME 

MARKET?  

BH: Shadow banking is a way of causing change: regulatory 

arbitrage and new models in the market place.  Shadow 

banking will eventually be acquired by banks moving forward 

because of the successful peer-2-peer banking model that 

allow banks to meet their capital charges.  Zero interest rates 

are a good argument for peer-2-peer banking or middle-

market lending through the internet because there are a lot of 

people who would like to make that investment when the 

alternative use of cash is zero. 

One of the problems we will face is when credit markets are no 

longer benign due to the shadow banking vehicles and 

workout groups.  Banks have been able to work through this 

cycle with hedge funds providing liquidity in the marketplace.  

However, we will find out whether they will continue to do so 

when the markets begin to become unstable – there remains 

doubt about how much liquidity is actually there  when the top 

of the book looks fine, but below that, there may not be 

anything.   Hedge funds are now moving into the fixed income 

market, and the effects are still to be determined.  As long as 

they are still small enough to not cause systemic risk, it will be 

an interesting experiment.   

Regulators have really put a net on financial services with 

liquidity rules that are reducing liquidity risk, leverage rules that 

limit the amount of repo and securities lending, and risk rules 

that involve stress tests.  Additionally, there is now “assertive 

regulation”, which is a different approach to regulation where 

the regulators are providing guidance as to how banks should 

run their business.  

Hedge Funds are thought of as a source of new ideas in 

financial services, and with the Fed controlling market rates, in 

a sense, they are controlling hedge funds indirectly since prime 

brokers rely heavily on these rates.  Similarly, the Fed and the 

SEC fought to control money markets, as money markets are 

relied heavily upon by the shadow banking system.  If 

regulators can control the underlying source, they can control 

how big the systems themselves can become. 

 

 

 

 

 

 

WHAT IS DTCC’S VIEW ON SHADOW BANKING AND ARE 

THE REGULATORS FOCUSED ON IT? DTCC IS OWNED BY 

THE BANKS. THE INVESTORS AND THE SHADOW BANKS 

ARE BOTH GETTING BIGGER. ARE THEY GOING TO HAVE A 

ROLE DIRECTLY WITH THE DTCC?  ARE THOSE KINDS OF 

CHANGES COMING? OR ARE YOU STILL GOING TO DEAL 

THROUGH A CLEARER? 

MB: It is going to evolve: the regulators have done a great job 

in making each individual institution stronger, but by doing so, 

the system may have gotten weaker for the following reasons: 

less liquidity, trapped capital around the world, and similar 

business models – so much so, that if that model changes in 

one direction, it would have a big impact on all financial 

institutions. 

One thing that the DTCC is doing with shadow banking is not 

trying to avoid them but rather engaging directly with them.  

For example we are looking to  work with 40 Act funds to 

directly clear their repo activity with the street.,  They are 

currently  not members of DTCC and do not pay for DTCC’s 

services, but by bringing institutional firms like them directly 

into the clearing house for the repo product it would address a 

variety of issues.  For example, it would address certain 

liquidity issues by avoiding the pull back in the financing 

markets as was seen with the liquidity crash in the repo market 

in 2008 after the fall of Lehman. This would be a win-win-win 

for everyone: for funds themselves the win is credit 

intermediation, which gives them greater security against a 

large firm failing; the Banks are also interested because it 

brings both sides of the trade under one clearing house, 

“If regulators can control the 

underlying source, they can control 

how big the systems themselves 

can become.”  -Brad Hintz 



 

6 

 

allowing for the netting of positions, which in turns makes their 

balance sheet smaller, which in turn, allows them to do more 

business; Regulators like this because it reduces the risk of fire 

sales during periods of stress. 

In a time of crisis, historically the 40 Act funds were not going 

to be lending money; they are going to borrow against their 

securities if anything.  But, by bringing them into a CCP, 

hopefully this phenomenon won’t occur.  Shadow banking was 

created as people tried to get around regulatory rules, which 

restricted activities in certain parts of the market and to try and 

re-balance the supply and demand for capital and for liquidity.  

As regulators put pressure on one part of the industry, the flow 

will move to a different part of the industry, in this case the 

shadow banking industry; it’s like squeezing a balloon That 

imbalance will always be part of our system, but in this 

instance, DTCC hopes that by bringing it into the CCP where 

risks can be transparent and managed,  the needs of all 3 

stakeholders, i.e., the lenders, borrowers and the regulators, 

can be met. 

 

 

 

 

 

 

 

WHAT ARE THE TRENDS IN THE INDUSTRY TODAY WHEN IT 

COMES TO DISRUPTIVE TECHNOLOGIES? 

TG: New Fixed Income trading platforms, block chain, bit coin, 

and distributive ledger – which not only potentially has cyber 

defense advantages, but could also virtualize the street back 

office in a way that has not been available previously and at a 

wildly disruptive cost.  Everyone is also using big data in some 

facet or another, through Hadoop, or other related vendors 

using technology like “Palantir,” in attempts to comprehend 

the huge amount of cyber defense data.   

HOW DOES THE WEALTH MANAGEMENT INDUSTRY VIEW 

ROBOADVISORS? 

TG: Morgan Stanley and other firms are being very thoughtful 

about roboadvisors. The consumer experience and simplicity 

of the roboadvisors has a real impact on legacy providers who 

need to raise their game significantly.  What we are beginning 

to see is firms innovate and present information in the way that 

human beings think about their personal finance and not just 

the way it comes out of the system.  There will surely be many 

acquisitions in the future.  A big firm can never both take 

advantage of its massive scale, brand, and capital and at the 

same time be extremely nimble and out-perform the latest 

California startup. There is a lot of coexistence and California 

start-ups would surely be very excited to work with a big 

brokerage firm.   

AL: This is a concept that has been going on for years and 

years.  The response from large institutions has always been, 

“let them go their way, most of them are going to fail.”  Over a 

period of time, not all of them did fail.  Bitcoin originated as a 

way to smuggle narcotics and debt money out of Slovokia, 

however today, banks are very seriously looking at Bitcoin and 

digital currencies.  Technology always starts the same way: the 

banks are hesitant and keep their distance, but then slowly, 

and eventually, they become part of the system.  While Bitcoin 

may not be the cryptocurrency of the future, cryptocurrency is 

a concept that is absolutely here to stay with bitcoin morphing 

into a type of currency for banks.  The first step is to invest.  

The second step is going to be to participate. 

 

 

 

 

 

 

 

 

 

“What we are beginning to see is 

firms innovate and present 

information in the way that human 

beings think about their personal 

finance and not just the way it comes 

out of the system.”  
 -Tom Glocer 
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WHAT ARE SOME OF THE MOST INTERESTING FINTECH 

COMPANIES THAT YOU HAVE COME ACROSS OR INVESTING 

IN? 

AL: For the past four years, I have been working with, investing 

in, and advising for 8 high tech companies.  Some of them are 

bitcoin companies and some are very tiny angel startups.  The 

largest is a company called SoFi, which is a lender of student 

loans and home mortgages.  What is interesting about this 

company is that they have turned lending  into a community 

based business, similar to lending tree. They have assembled 

thousands of borrows who join the company and if a borrower 

loses their job, they bring them in and work out a payment 

plan. They also have a division that helps them get a job. The 

borrowers really feel like they are part of a community. This 

company is directly competitive with the banks, although 

banks don’t look at SoFi as being a competitor.  What I see in 

this company is a different management style and intellectual 

flexibility that is both refreshing and exciting.  

 

WHAT IS BLOCKCHAIN?  CAN YOU SHARE YOUR THOUGHTS 

ON ITS POTENTIAL? 

MB: Blockchain is probably the most overhyped and 

misunderstood technology right now. It isn’t a matching 

engine or trading venue.  It is a distributed ledger with some 

unique and powerful characteristics, such as its encryption and 

the usage of smart contracts. There is an incredible 

opportunity in this technology – having a common ledger 

accessible to the entire marketplace with proper 

permissioning/encryption and the potential for real-time trade 

processing is a very exciting concept. Considering the 

significant amount of time and money spent on reconciliation 

efforts, Blockchain technology could have a revolutionary 

impact on the industry. DTCC is making an investment in 

exploring how we can build solutions using distributed ledger 

technology to address key industry pain points where 

automation is limited or non-existent. We are also drafting a 

white paper on the issue and will be hosting a symposium in 

the first half of 2016 to discuss this consensus-based 

technology. 

However, we must be mindful that a significant challenge in 

transitioning to Blockchain is that all banks are wired 

differently. The question is, “How do banks transition from 

today to tomorrow without incurring massive amounts of 

cost?” This is a shared struggle when transitioning to new 

technology. As such, the realistic time frame is five to seven 

years before there is a notable impact on the institutional 

space. 

 

 

 

CAN YOU TALK ABOUT THE T2 SETTLEMENT INITIATIVE AND 

THE BENEFITS TO THE INDUSTRY?  DO WE SEE A WORLD 

WITH T0 SETTLEMENT?  HOW DO WE GET THERE? 

MB: Testing and programming for T2 settlement is scheduled 

for next year, with a targeted go-live date of mid-2017. Since 

the fundamental settlement processes are not changing, the 

transition from T3 to T2 settlement should not be overly 

difficult. However, there are various factors that add complexity 

to the transition from T3 to T1 or T0 – the FX market, cross 

border trading, the stock lending business and the allocation 

process for the buy-side. 

The main reason that some parties are resistant to 

transitioning from T3 to T2 is the high cost of reprogramming 

their systems and the significant changes to their business 
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models. There are small- and medium-sized asset managers 

who are still executing trades manually and, thus, are not yet 

ready to handle the tight turnaround time of investing in new 

technology. All firms have also had to deal with the wave of 

regulatory demands, which require system changes to ensure 

compliance with new rules.  Saying that, the European markets 

were able to completely transition from T3 to T2 in nine 

months, it is certainly possible for this to be done in a 

reasonable period of time. 

The distributed ledger may ultimately be the secret for T0 

settlement, which will solve real-time issues and ameliorate the 

complexities of the FX market. Due to transition costs, it is 

expected that T1 settlement will not happen for another seven 

to ten years.  After that, we will see if the markets are ready to 

go to T0. 

 

ANY PERSPECTIVES ON FINTECH? 

BH: The creation of a trading venue for the Corporate Bond 

Market still remains an outstanding question. The Corporate 

bond market is inherently illiquid and there is a lot of flexibility 

in issuing bonds. One of the solutions to the illiquidity should 

come out of the places likes Davis Polk etc. where they really 

need to tell the corporate environment that there needs to be 

standards across the market i.e. give all the bonds a standard 

maturity date. These simple practices will help to make them 

more liquid. 

At present, there is no dictionary that lists out all of the 

corporate bonds that are issued. Such a resource would allow 

people to contact each other to sell and buy corporate bonds. 

Part of the solution will come from the technology, but the 

other part will come from getting all the stakeholders together 

and putting together a standard approach to corporate bonds. 

 

HOW WILL REGULATORS EMBRACE DISRUPTIVE 

TECHNOLOGIES? IS THERE PROMISE TO THESE 

TECHNOLOGIES? 

AL: Regulators have been very responsive to new technologies 

because they do not want to appear that they are not 

supportive of innovation, particularly with an anti-regulatory 

environment that is part of Congress today. This probably 

started with the development of Crowdfunding; I saw 

Crowdfunding as a stepping stone for fraud and the possibility 

for small investors to get hurt. Up until now, it hasn’t worked 

that way but there are clearly positive aspects. I think that 

regulators look upon innovation differently compared to ten 

years ago. It has become the fabric of our regulatory structure 

than ever before. If the market tanks, everyone, including the 

regulators will deem innovation synonymous with speculation. 

Right now regulators, as well as everyone else in our society, 

have been caught up in an environment of growth, enthusiasm 

and massive payoffs. Regulators recognize the fact that many 

of these new companies will fail but some will be massive 

successes.  

 

 

 

WHAT ARE YOU DOING WITH ALL YOUR (DTCC) DATA?  ARE 

THERE WAYS TO LEVERAGE THE DATA TO ASSIST THE 

INDUSTRY FROM A RISK CONTROL, COST REDUCTION AND 

COMPLIANCE PERSPECTIVE?  

MB: DTCC is looking at several markets, including the treasury 

market, to create market share information. Our current 

position does not offer us any visibility into all the quotes, bids 

and flows. We see trades post-execution.  One of the issues we 

face in creating data products is client hesitancy to share data 

that would be used for various products or by their direct 

competitors. For instance, they like the idea of seeing 

information about market flows, but they are very reluctant to 

have their firm’s specific trade data included in the product.  

It’s a case of “I want to see this information as long as you 
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don’t use my data, but use everyone else’s data instead.”  

When everyone says that, it’s hard to come up with a powerful 

solution.   This situation makes it difficult to utilize all the 

information that we may have access to but can’t use, thus 

limiting the potential.  So while DTCC holds a lot of data, our 

clients do not always want to share the information due to the 

fear of ldisclosing competitive information. 

 

 

 

DO WE SEE OPPORTUNITIES FOR INNOVATION COMING 

OUT OF BIG BANKS?  

TG: Yes, there is a tremendous amount of innovation that 

could be seen from the major banks. For example, 

"Symphony", which is a messaging and collaboration service, 

owned by a consortium of banks are incredibly constructive 

and thoughtful about compliance aspects. They are also 

concerned about security and favor having end-to-end 

encryption. 

There has been a lot of interesting work in cyber security. For 

example, there is a company called” Illumina”, which helps 

companies to manage the different rules across the perimeter 

of multiple technological and data environments after multiple 

acquisitions or transitions. People come up with great ideas 

and Banks are always willing to pay for an informational 

advantage, speed and transactional advantage. 

DO BANKS HAVE THE MONEY TO DO THIS?  

BH: When you analyze the banks, you'll find that over the last 

5 years, they have been very good at controlling 

compensation. But the non-compensation expenses for banks 

have been growing. It is all the regulatory implementation and 

a lot of it is the technology. Of the Technology budget, you 

really have 2 things: 

 The maintenance budget, which is typically very high 

and eats up a good portion of the budget. 

 The second thing is the importance of implementing 

the new systems and the amount of money for 

execution of new and innovative things are very 

limited. 

This is also positive because for the very first time, 

management wants to outsource its technology. The street has 

always been very good at bringing products quickly to the 

markets. To reduce costs, we are starting to see companies 

take a chunk of their legacy IT systems and combine it with a 

new system that may not be as effective but will reduce costs. 

We are seeing a level of innovation that you cannot invest in 

but one that is similar to what we saw in the auto industry. 

These are the sort of things that a management team look at 

and is now asking itself, "Do we still have to do this part of 

business? Do we have to continue to provide commercial 

paper? How can securities lending and repo come together?” 

These are basic industrial engineering things. 

MB: One thing to add to this discussion is the cloud 

technology, which the rest of America has gotten their heads 

around, but the financial industry is still very weary of. That is 

going to be a funding vehicle for a lot of these things as the 

impact on costs could be significant. 

 

ARE REGULATORS GOING TO BE OKAY WITH DATA GOING 

TO THE CLOUD? 

MB: The industry is moving in that direction so they are going 

to have to be comfortable with it. 
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ARE WE MOVING AWAY FROM GLOBALIZATION IN YOUR 

OPINION?  ARE WE SEEING CROSS BORDER 

COLLABORATION AMONG THE WORLD’S MAJOR FINANCIAL 

MARKETS / ECONOMIES?  

MB: As an industry, we are global. We are going through the 

impact of re-regulation, but the genie is out of the bottle. 

Clients are still global clients and the banks will have to be 

global banks. Short term, cyclical impacts may slow things 

down, but globalization will not go away. 

 

 

THE CEO OF UBS RECENTLY SAID “IT’S OK TO MAKE 

MISTAKES. IT DOESN’T FEEL LIKE THERE IS A TOLERANCE 

FROM THE INDUSTRY AND THE NOISE COMING OUT OF THE 

PRESIDENTIAL RACE ABOUT TOLERANCE FOR BANKS 

MISTAKES WILL ONLY GET LOUDER.” WHAT IS YOUR VIEW 

ON THE TOLERANCE FOR RISK, MISTAKES AND THE 

CONSEQUENCES TO MANAGE?  

AL: There is a stream running in America's political life to go 

after CEOs, which plays out in very unfortunate ways. The 

notion that regulators target the men and women at the top is 

wrong. This is an unfortunate backlash of what happened in 

2008 and the politicians are all too willing to agree.  

TG: I have a good friend at UBS who came out of the same 

meeting and what he said was basically: “Don't do anything 

unlawful, but we are not going to be doing anyone a favor 

(not ourselves, not our shareholders and not our countries) if 

we operate banks on a basis that everyone in this room cannot 

make an honest mistake because people are terrified. 
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WEALTH & INVESTMENT MANAGEMENT 

Delivers packaged investment product expertise across 

corporate strategy / planning and operational process 

improvement, redesign, workflow and program management 

 

CAPITAL MARKETS 

Combines investment banking and broker-dealer experience 

to make transformative changes in key areas such as risk 

management, trading and trade lifecycle operations 

 

REGULATORY & COMPLIANCE 

Assist clients in navigating the complex environment utilizing 

regulatory implementation specialists and SME’s who have 

served in roles such as CCO, Market Structure Lead and 

Agency Enforcement Head 

 

 

ALTERNATIVE INVESTMENTS 

Offers consulting services focused on the infrastructure of 

financial institutions through unrivaled expertise in the 

alternative asset management industry 

 

ASSET RECOVERY  

The GMG asset recovery team works with clients to recover 

abandoned property (cash, stocks, bonds) that are currently 

being held by the states 

 

STRATEGY & SOLUTIONS 

Delivering highly customizable strategic, business and 

operational solutions through deep experience and expertise 

across multiple functional areas within financial service 

Gartland & Mellina Group is a Management Consulting firm with an average of 30+ 

years’ experience within the Financial Services Industry providing innovative insights and 

strategic solutions in an evolving and challenging environment. We apply our industry 

knowledge and wide range of experience to advise and deliver viable, measurable and 

lasting solutions to our clients. 

 

Our professional services discipline, program management expertise, and deep financial 

services knowledge within the areas below enables us to form solution sets, methodologies 

and implementation plans that help us achieve our clients’ overall goals. 

 

DEEP INDUSTRY 

EXPERTISE 

ROBUST CONSULTING 

EXPERIENCE 

COLLABORATIVE 

 CULTURE 

HANDS ON 

APPROACH 

FORWARD THINKING 

OUTLOOK 

GMG at a Glance 

Key Practice Areas 


