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Account holder, rights, 93n
Adams, Henry, 97n
Adames, Jr., Charles Francis, 97n
Advisors, 7-8
Africa, exchanges, 58t
After the Trade Is Made (Weiss), 13n
Agency, 10
Agent bank, custodial client, 98-99
Agent-lending bank, broker-dealer securities
borrowing, 97-99
Ahamed, Liaquat, 66n
Alternative Investment Fund Managers
(AIFM) Directive, 84-85
features, controversy, 835
American International Group (AIG), failure,
106
Anti-money laundering, case study,
137-140
Anti-Money Laundering Best Practices
(SIEMA), 134
Anti-Terrorism, Crime and Secuwitv Act
(2001), 137
Argentina
anti-money launderine, case study,
137-140
Banco Central 4=la Republica Argentina
(BCRA), 138
Argentina currency
controls, 130n
convertibility, difficulty, 54
Asia
exchanges, 58t-60t
stock trades, board lots (usage), 61
markets, daylight saving time (absence),
61
securities markets, unification efforts,
149
Assets, hedge fund consolidation,
113-114
Atack, Jeremy, 12n
Attorney-at-law, role, 10
Attorney-in-fact, role, 10
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Australia
daylight saving time, usage, 61
investor protection insurance, 144
Australian Stock Exchange (ASX), CFD
trading, 111

Backwardation, 96n
Bahrain, foreign owncrship limits, 57
Balen, Malcolm, 121
Banco Centraide.la Republica Argentina
(BCRAN 138-139
Bangladesh;passenger markets, 61
cas>siady, 62-63
Banizfor International Settlements,
assessment, 71
Lanking Act of 1933, 66-67
Bank of England, 68n
Bank of International Settlements (BIS)
capital adequacy impact, 137
financial stability, 69n
function, 69
Banks, 7-8
affiliates, securities involvement, 67
credit, extension (impact), 96
Euroclear members, 45
failures, 66
general creditors, rights, 40n
insolvency, 68
risk, mitigation, 40n
securities transaction recommendations, 8
Bank Secrecy Act, 133, 134n
Basel Committee in Banking Supervision, 84
Basel II, adoption, 84
Basic v. Levinson, 79n
Bearer bond/coupon, example, 9f
Bear Stearns, financial crisis (impact),
104-105
Beneficial owner
consideration, 62
identity, investigation, 137
Beneficial ownership, levels (recognition),
61-62
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Berlin Wall, fall, 15
Best execution
definition, 153
SMA exam issue, 121
Bilateral contracts, 153
Black money, 139
Black Swan, The (Taleb), 146n
Blind eye, turning, 79n
Blue Chip Stamps v. Manor Drug Stores, 77n
Blue money, 139
Blue Sky, 153
laws, passage, 66-67, 79
Board lots, usage, 61
Bolsa de Valores de Sao Paulo (BOVESPA)
identification/registration numbers,
Brazil requirements, 54
Bond certificates, DTC deposit, 44
Bonds
debentures, contrast, 4
interest payment, 44
price, 105
Borrower, interest payment, 99
Brandeis, Louis, 79n
Brazil, CVM/BOVESPA identification/
registration number requirements, 54
Brokerage firms, shifts, 37
Broker-dealer
capital, usage, 100
credit, 114
trades, 115
funds withdrawal, 143
impact, 37
loan exchange, 95
securities borrowing, 97.-98
settlement problem<, 45
Brokers, 7-8
commission, per-transaction basis, 8
credit, extensior (impact), 96
interest, client alignment, 117
Brooks, John, 39n, 76n
Bucket shops, 108
Business rules conduct, jurisdiction-by-
jurisdiction analysis, 7n
Buy-in rules, enforcement, 102

Call auction markets, cessation, 16
Canada, investor protection insurance, 144
Capital

adequacy, BIS impact, 137

return, promise, 4
Capital Requirements Directive (CRD), 84
Capital Risk Directive, 86
Carrying broker, 113-114

Casa de bolsa, 130, 139
Cash collateral, bank investment, 98-99
Cash-driven securities, 97n
Caveat emptor (buyer beware), 79
Caveat vendor (seller beware), 79
CEDE & Co., 44
Central Certificate Service, 44n
Central clearing counterparties, 50
creation, 68
Central counterparty (CCP), 37, 41, 43
definition, 153
usage, 107
Central data repository, defining, 107
Central securities depository (CSD), 37,
39-40, 43, 53
bank/brokerage firm, role, 40
benefits, 40
securities holdingrcquirement, 61
Certificate
possession. 90
theft, 90
Cerulli Fape. The, 117n, 118n
Chapzers of Erie (Adams, Jr./Adams), 97n
Charles'River Bridge v. Warren Bridge, 5Sn
Cnavez, Hugo, 129
Cliernow, Ron, Sn
Chicago Board Option Exchange (CBOE),
105
China exchanges, stock quote formats, 61
Civil law root of title, 92f
variant, 92f
Clawbacks, 85
Clearance, advice, 49
Clearing corporation, 43-45
Clearing House Electronic Subregister
System (CHESS), 39n
Clearing systems, development, 37
Clearstream
Banking Frankfurt, 92
legal basis, Luxembourg requirement, 39
Closed-end funds, 5
Cochrane (Harvey), 77n
Coffee Trader, The (Liss), 12n
Collateral
perfection, 89
posting, 95n-96n
security lien, 90
Collateralized debt obligation (CDO), 153
College endowment fund, 98
Comision de Administracion de Divisas
(CADIVI), 129
Comision de Administracion de Valores,
130n
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Committee of European Securities
Regulators (CESR), 81
Committee on Uniform Securities
Identification Procedures (CUSIP),
46n
Commodity, price, 105
Commodity Futures Modernization Act
(2000), failure, 69
Commodity Futures Trading Commission
(CFTC) Reauthorization Act of 2008,
110
Common law root of title, 91f
Confidence level, application, 146
Conflicts of interest, minimization, 78
Conspiracy of Paper, A (Liss), 12n
Contango, 95n-96n
Continuous Net Settlement (CNS) (NSCC)
broker-dealer delivery, failure, 45
creation, 44-45
hedge fund shares purchase, 115
Contract for difference (CFD), 105, 108-109
explanation, 108-109
foreign trading, 110-111
holdings, conversion, 109
investor ownership, 109
legal/regulatory framework, 109-110
margin trading, 108
outlook, 110-111
trading opportunities, 109
Contracts, nonfungibility, 106
Convention on Substantive Rules Rezarding
Intermediated Securities
(UNIDROIT), 93
Co-ownership legal rights, source, 92
Corporate beneficial ewri=iship level, 61
Corporate events, “nportance, 75
Corporate Finar'-e vnd the Securities Law
(Johnson, Ji./McLaughlin), 79n
Corrupt Perceptions Index (CPI), 128-129
Council of European Regulators (CESR),
function, 68n
Counterparty risk, presence, 106
Counter Terrorism Act (2008), 136
Crane Co. v. Westinghouse Air Brake Co.,
77n
Credit default swap (CDS), 105
data repository, existence, 107
explanation, 105-107
gross notional amount, 106
insurance contract, comparison, 105
pricing, difficulty, 107
riskiness, perception, 106-107
standardization, necessity, 107

Credit derivatives, 105
Credit event, definition, 106
Credit extension policies, problems, 69
Credit risk, 145
definition, 153
limitation, 82
mitigation, 145-146
Credit rules, extension (application), 95n
Cross-border cooperation, increase, 83
Cross-border financial collateral
arrangements, 82
Cross-border legal/compliance issues,
jurisdiction-by-jurisdiction analysis,
7n
Crown Court Electronic Support System
(CREST), 39n, 47-48
Euroclear operation; 47
sponsor, 48
Currency Transacuans Reports, filing, 135n
Custodian, 153
Custody advice. 49
Custody.=isk. 145
defimtvion, 153
Cuslomer
accounts, margin calculation, 100
assets, SIPC protection, 142
broker/investment advisor knowledge,
135n
funds/securities, custody (regulatory
obligations), 142-144
name securities, SIPA definition, 141n
property, SIPA definition, 141
SEC Rule 15¢3(a)(1) definition, 143n
SIPA definition, 141n
solicitation, jurisdiction-by-jurisdiction
analysis, 7n
Customer Protection Rule (SEC Rule
15¢3-3), 142-143
operation, 143-144
Customer’s man, 7-8
CVM identification/registration numbers,
Brazil requirements, 54

Darien Disaster, The (Prebble), 12n
Debentures, 153
bonds, contrast, 4
Debt
equity, contrast, 4-5
securities, issuers (impact), 4
Debtor, bankruptcy, 91
Defined contribution systems, investment
vehicles, 6
Delaware limited partnerships, structure, 6
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Dematerialized, term (usage), 153
Depositories, 43
Depository trust, 43-45
Depository Trust & Clearing Corporation
(DTCC)
Direct Registration System (DRS)
development, 90n
Euroclear, comparison, 45
evolution, 44n
premise, 44
transactions clearance/settling, 43
Depository Trust Company (DTC), 43
physical stock/bond certificates, 44
shares, tracking, 44
Derivatives, 103
central clearing counterparty, creation,
68
contracts
cash difference, exchange, 108
negotiation (ISDA forms), 104n
definition, 153
funds, contrast, 5-6
legal definition, 105
role, 104-105
trading process, 103
Derry v. Peek, 79n
Designated Market Makers, creation, 16n
Deutsche Borse, photo, 49f
Directive on Insider Dealing and Market
Manipulation (Market Abuse
Directive), 82-83
Direct Registration System (DRG), DTCC
development, 90n
Disclosure and Transparercy Rules (DTR)
(FSA), 109-114
Disclosure documiate 1.ling, 75
Disclosure of Centiacts for Differences,
110
Disclosures, SMA exam issue, 121
Discretion, 153
Discretionary advisory programs, Rule 3a-4
(application), 119
Diversification, investor desire, 6
Dividend-interest payer, funds payment, 44
DKing (Don’t Know), 115
Dodd-Frank financial reforms, 78, 107
Dodd-Frank Wall Street Reform and
Consumer Protection Plan (2010),
67-68
Drew, Daniel, 97n
downfall, 98f
Due diligence
conducting, 93
measures, 137

E.F. Hutton, 117
Select Managers program, 118
Electronically identified entitlement holder,
90
Electronic Data Gathering, Analysis and
Retrieval (EDGAR) database
report availability, 75
usage, 74
Electronic exchange, proliferation, 15
Electronic market orders, support (absence),
54
Emerging Markets Clearing Corporation
(EMCC), 43
Emerson, Ralph Waldo, 149n
English common law, law merchant
(adoption), 4-5
Entitlement holder, 90
definition, 153
Equities
debt, contrast, 4-5
institutionial yavestor shorting, 108
market
capitaiization ranking, 18
level, §
price, 105
luroclear, 45-46
creation, 39
DTCC, comparison, 45
local depositary agent banks, operation,
46
securities
delivery, 46
information access, 47
system, admission criteria, 45
Euroclear Bank, securities admission criteria
(secrecy), 45-46
Euroclear Bank SA, 82
Europe
Alternative Investment Fund Managers
(AIFM) Directive, 84-85
features, controversy, 85
Capital Requirements Directive (CRD),

exchanges, 50t-53t
Financial Collateral Directive (FCD), 82
legislation, history, 80-86
Market Abuse Directive, 82-83
MIFID, 81
Prospectus Directive, 83
Settlement Finality Directive (SFD), 81-82
super-regulators, 85-86
Transparency Directive, 83-84
U.S. rebuilding aid, 126n
European Banking Authority (EBA), 86
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European Community (EC)
Directive 85/611/EEC, 85
Directive 93/22/EC, 81
Directive 98/26/EC, 81
Directive 2002/47/EC, 82
Directive 2003/6/EC, 82
Directive 2003/71/EC, 83
Directive 2004/39/EC, 81
Directive 2004/109/EC, 83
Directive 2006/48/EC, 84
Directive 2006/49/EC, 84
Directive 2009/44/EC, 81, 82
European Insurance and Occupational
Pensions Authority (EIOPA), 86
European Securities and Markets Authority
(ESMA), 86
European Supervisory Authorities (ESAs),
establishment, 85-86
impact, 86
European Systemic Risk Board (ESRB),
creation, 85-86
European Union (EU)
directives, 154
implementation, 136-137
U.S. laws, comparison, 86—87
Regulation and Directive, supplement, 81
Securities Law Directive (SLD) proposal,
93n
securities markets, unification efforts, 14!
Excess margin securities, 143n
Excess SIPC, 142
Exchanges
development, 10-13
equity market capitalization ranking, 18
evolution, 16, 37
features, 12
growth, 15
linkages, 16, 18
markets, evolution, 16, 18
quotation, dollar (basis), 53-54
Exchange-traded companies, financials
reporting, 79
Exchange-traded derivatives markets,
riskiness (perception), 104
Exchange-traded funds (ETFs), 5, 123n
Executing broker
commissions, 114
order, example, 114
prime broker trade DK, 115
Execution, advice, 49

Fabozzi, Frank J., 4n
Federal Bankruptcy Code, 39n
SIPA, combination, 89

Federal deposit insurance, support, 66
Federal Deposit Insurance Corporation
(FDIC), 65n
Federal Reserve, Regulation T, 97-99, 113
avoidance, 114n
Federal Reserve Board, impact, 67
Federal Securities Insurance Protection Act
(SIPA), 89
Fee calculations, SMA exam issue, 121
Financial Action Task Force (FATF), 135
recommendations, implementation, 136
Financial Collateral Directive (FCD), 82
Financial crisis (2008-2009), derivatives
(role), 104-105
Financial institutions, Euroclear members, 45
Financial Institutions Regulatory Authority
(FINRA), 75
brokerage community funding, 75n
Financial instrumct.« activity, CFTC/SEC
regulation, 2n
Financial pai.ic (2008), 69-72
attribition, /1
Finanzia! Policy Committee,
macro-prudential regulation, 68n
Fiiaacials, reporting, 79
ruiancial services, success (importance), 65
Financial Services Action Plan (FSAP)
EU adoption, 80
impact, 81
objectives, 80
Financial Services Authority (FSA)
client money rules, 144
Disclosure and Transparency Rules
(DTR), 109-110
transparency, 110
Financial Stability Board
clearinghouse role, 68
location, 68-69
Financial Stability Forum, 68
Financial Stability Oversight Council,
regulatory body coordination, 68
Financial statements, certification, 74
Fisk, Jim, 97n
Fixed Income Clearing Corporation (FICC),
43
FIX protocol communications network,
development, 18
Foreign exchange controls, international
compliance issue, 125-126
Form ADV, 120
Fortnightly settlement (LSE), 95n
Forwards, 103
definition, 154
Free float, 16
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Frontier markets, 16
Fund of hedge funds, 154
Funds
derivatives, contrast, 5—-6
documentation, prefiling, 85
Fungible, term (usage), 154
Futures, 103
definition, 154
Futures, Options, and Swaps
(Kolb/Overdahl), 105n

Germany
regional exchanges, physical floors
(presence), 54
settlement cycle, brevity, 54
Glass-Steagall Act, 66—69
narrowing, Federal Reserve Board
(impact), 67
repeal, 67
Gleeson, Janet, 12n
Global capital movements, tax policy
(impact), 126n
Global certificate, 46
Global Investment Performance Standards
(GIPS), 122n
Global markets, pentagram, 2f
Global securities markets, commercial laws,
3%n
Go-Go Years, The (Brooks), 39n
Gould, Jay, 97n
Government-sponsored insurance piotection
programs, 65n
Gramm-Leach-Bliley Act:(192Y), 67, 136
Grant, Kenneth L., 146n
Great Depression, 665 72
cessation, 73
securities legis'ation, 73n
Greenspan, Alan, 69

Hague Convention, international initiative,
93
Handbook of Fixed Income Securities, The
(Fabozzi), 4n
Harvey, Robert, 77n
Hedge Fund Deskbook (Morgan/Lewis/
Bockius), 116n
Hedge funds, 5
definition, 154
growth, 115-116
investment, 5—6
offshore jurisdictions, 6
strategic cover, 116
wire house research, 113

Hirst, Francis W., 96n

Home ownership, encouragement, 69

Hong Kong exchanges, stock quote formats,
61

Hopper, Kenneth/William, 4n

House of Morgan, The (Chernow), Sn

Hungarian obligation bearer bond/coupon,
example, 9f

Hungarian parliament (photo), 80f

Hypothecate, term (usage), 99n

Hypothecation, 154

Immobilize, term (usage), 154
Income tracking process, 44
Indenture trustee, 154
Individuals
beneficial ownershir'level, 62
scrutiny, increase;.v34
Information, limiwaticns, 151
Inheritance laws, initernational compliance
issue. 125,127
Insider lisis, 'naintenance, 83
Instince. 15
[r:st tutional investors, 7
1ong CFD positions, 110
lnstitutions, development, 37
insurance companies,
premiums/contributions, 65
Insurance contract, CDS (comparison),
105
Intellectual edifice, collapse, 69
Interest
charging, Islamic viewpoint, 4n
rentier payment, 5
Intermediaries, due diligence, 93
Intermediated holdings, 154
Intermediated securities holdings, impact,
92-93
International compliance, 125
case study, 128-132
issues, 125
International Financial Markets Guide
(Reynolds), 7n
International Institute for the Unification of
Private Law (UNIDROIT)
adoption, 89n
Convention on Substantive Rules
Regarding Intermediated Securities,

International investing, challenges, 149

International markets (uncertainty),
intermediated securities holdings
(impact), 92-93



P1: TIX/b

JWBT474-bind

P2: c/d QC: e/f

JTWBT474-Arnett

Tl: g

Index

February 11, 2011

7:22 Printer: Yet to Come

169

International Monetary Fund (IMF)
creation, 69
money laundering estimates, 133n
International Organization of Securities
Commissions (IOSCO), coordination
role, 68
International Overseas Services, 6
International securities identification number
(ISIN), 46
International Swaps and Derivatives
Association (ISDA), derivatives
contracts negotiation forms, 104n
International title, custody/root, 91-93
Investment adviser, definition (meeting), 120
Investment Advisers Act of 1940, 72, 78-79
applicability, 120
Investment company, term (usage), 118
Investment Company Act of 1940, 72, 78
Rule 3(a)4, 155
Rule 3a-4, 118-119
Investment funds
beneficial ownership level, 61-62
forms, 5
Investment Services Directive of 1993, 81
Investor Protection Directive (EU Directive),
144
Investors
conspiracy, 77
contracts, freedom, 7
disclosure, importance, 79n
grouping, 7
nature, establishment, 93
Ireland, stocks (trading), 54
Israel, stock quotes (local equivalent), 53
Issuers
information, 74
shareholdings; disciosure, 84

Japan
exchanges, stock quote formats, 61
investor protection insurance, 144
Johnson, Jr., Charles, 79n
Johnson, Lyndon, 133
Jorion, Philippe, 146n
Jumbo certificate, 46

Kennedy, John F., 77

Kennedy, Joseph, 77

Keynes, John Maynard, 66n

Kolb, Robert, 105n

Kondratieff, Nikolai, 71

Kondratieff chart, 71f

Kuwait, foreign ownership limits, 57

Landis, James, 89n
Laws of succession, 127
League of Nations, financial stability, 69n
LeBlanc, Sydney, 117n
Legacy (LeBlanc), 117n
Legal ownership, establishment, 8
Legal risk, 145
definition, 154
Legal title register, name (appearance), 91
Lehman Brothers
bankruptcy, 106
financial crisis, impact, 104-105
insolvency, 82
Lenin, Vladimir, 135n
Letter of free funds, absence, 114n
Leverage, 154
usage, excess, 69
Liss, David, 12n
Loan collateralizauaon, securities value
(impact), 5
Lockwood..iim, 117, 118
Lombard. inans; 4n
Londeii Tnternational Financial Futures
Exchange (LIFFE), 105
Fondon Stock Exchange (LSE)
CFD trading, 110
electronic conversion, 15n
fortnightly settlement operation, 95n
Irish stocks, stamp duty, 54
Long Term Capital Management (LTCM),
failure, 116
Long-term risk management, 85
Lords of Finance, The (Ahamed), 66n
Lowenstein, Roger, 116n
Low-tax jurisdiction, 127
definition, 155

Macroeconomic trends, impact, 71
Macro-prudential regulation, Financial
Policy Committee responsibility, 68n

Macro-prudential supervision, 85-86
Malaysia, passenger markets, 61
Managed accounts, 117
Margin, 95

definition, 41n

loan, 154

customer hypothecation, 99n

Market

chasing, 147

confidence, reduction, 109

distortion, 109

maker, profit process, 15n

manipulation, 154
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Market (Continued )
participants, SEC registration, 75
share, measurement, 16
Market Abuse Directive (Directive on Insider
Dealing and Market Manipulation),
82-83, 86
Market risk, 145
definition, 154
Markets in Financial Instruments Directive
(MIFID), 81
definition, 155
Master securities lending agreement,
requirement, 102
Master Stock Loan Agreement, 97n
May Day (1975), 117
McCarran-Ferguson Act of 1945, 67
McLaughlin, Joseph, 79n
McLuhan, Marshall, 15
Medallion guaranteed signature, transfer
agent requirement, 12n
Middle East
exchanges, 57t
markets, sales (prevalidation requirement),
57
securities markets, unification efforts, 149
trading days, 57
Millionaire (Gleeson), 12n
Misrepresentations, prohibition, 73
Money laundering, 133
IMF estimates, 133n
Money Laundering Directives, 155
Money Laundering Regulations (2007), 136
Money laundering reporting cificer
(MLRO), appointment, 137
Money Management 'nsiitute (MMI)
mutual fund adviscry program definition,
123n
rep-as-advisor program definition, 123n
rep-as-portfolio-manager program
definition, 123n
unified managed account platform
definition, 123n
unified managed household platform
definition, 123n
Money managers
fees, 122
responsibility, 122
Multilateral netting, 37
Multiplier effect, 155
creation, 65
Mutual funds, 5, 98
advisory program, MMI definition, 123n
popularity, 6

Napoleon, defeat, 77n
Napoleonic Code, impact, 89n
NASDAQ, screen-based system, 15
NASDAQ Handbook, The (Probus), 15n
National Banking Act of 1933, 66
National Securities Clearing Corporation
(NSCC), 43
Continuous Net Settlement (CNS),
creation, 44-45
hedge fund shares purchase, 114-115
Neal, Larry, 12n
Negative rebate, 99
Negotiable bearer instruments, 46
Nelsonian blindness, 79n
Net Capital Rule, 86
Netherlands, intermediaries (proprietary
rights), 92
Netting, 4041
benefits, 41f
example, 40
New Deal. 65-69
New Yerk Stock Exchange (NYSE)
merier offices, requirement, 37n
Niederauer leadership, 16n
wrading periods, restriction, 37
Niederauer, Duncan, 16n
Nonexclusive safe harbor, provision,
118
North American Securities Administrators
Association, function, 68n
No-tax jurisdiction, 127
definition, 155
Novation, 41
Numbered tickers, usage, 61

O’Brien, Patrick, 77
Office of Financial Research, information,
68
Offsetting contract, usage, 106
Offshore account, 155
Offshore entities, scrutiny (increase), 134
Offshore tax havens, blacklisting, 127
Omnce in Golconda (Brooks), 76n
On-exchange derivatives, trading, 103-104
Operational risk, 145
definition, 155
Options, 103
definition, 155
Options Clearing Corporation, 105
Organization, form (determination), 5
Organization for Economic Co-operation
and Development (OECD),
transparency, 135
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Origin and Development of Financial
Markets and Institutions
(Atack/Neal), 12n

Overdahl, James, 105n

Over-the-counter (OTC) derivatives

markets, 103-105
riskiness, perception, 104
trading, 103-104

Paid-for customer shares, possession,
100
Paid-for securities, segregation, 100
Panama, trading route development,
12n
Panic (2008), 69-72
attribution, 71
Paper certificates, power of assignment
(requirement), 10
Paper crunch, 37
Passenger markets, 50, 61-62
beneficial owner, consideration, 62
case study, 62-63
Taiwan/Malaysia/Bangladesh, 61
Passport
application, 81
function, 83
Passporting regime, establishment, 81
Pecora investigation, 96
Pension funds, 98
premiums/contributions, 65
Permuta, 129-132
transaction, 131f
Physical securities, 8-10
Physical stock, DTC deposit, 44
Physiocrats, impact, 4
Place of Relevant Litesmiediary Approach
(PRIMA
adoption, 89n
initiative, 93
Pool operations, 76-77
function, 77
Portfolio, 155
Post-trading value chain, structure
(automation), 107
Post-World War II expansion, 67
Pre-balancing, 101n
Prebble, John, 12n
Preferred shares, 155
Price formation, inefficiency, 109
PRIMA (Place of Relevant Intermediary
Approach)
approach, 89n
initiative, 93

Prime broker
carrying broker status, 113-114
shares, receipt, 114
trade DK, 115
Prime brokerage, 113
Private equity funds, 5
definition, 155
investment, 5-6
managers, change, 78-79
Private offerings, 74
Private placements, 155
Proceeds to Crime Act (2002), 136
Properly authenticated dematerialized
instruction (PADI), 48
Property rights, delineation (creation), 90
Proprietary rights, establishment, 92
Prospective Directive, €3
Prospectus
definition, 155
information. 74
usage, 83
Proxy sclicitatiun process, customer vote
reduction, 101n
Piosy statements, 155
Truaential rules, 80
ruvlic Utility Holding Company Act, 73
impact, 73n
Puritan Gift, The (Hopper), 4n

Qatar, foreign ownership limits, 57
Qualified Intermediary (QI) Program (IRS),
134
USA Patriot Act, conflict, 134

Real estate funds, 5
definition, 155
Real Estate Investment Trusts (REITs), 155
Reauthorization Act of 2008 (CFTC), 110
Rebate, 99
Regan, Donald T., 37
Regan, Ronald (photo), 70f
Regulation T (Federal Reserve), 97-99, 113
avoidance, 114n
Rehypothecated shares, broker-dealer usage,
100
Reinhart, Leonard, 117n
Rep-as-portfolio manager program, MMI
definition, 123n
Rep-as-portfolio-manager program, MMI
definition, 123n
Repurchase transactions, usage, 97
Retail investors, 7
Reynolds, Barnabas, 7n
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Risk management, 145 owner, 90
Risk metrics, problems, 69 pledge, 99n

Risk transfer, 103
Roosevelt, Franklin Delano, 66, 77n
Root of title, 91-93
civil law, 92f
common law designation, 91f
definition, 155
Royal Decree, Luxembourg requirement, 39
Rule 3a-4
adoption, 119
compliance, SMA exam issue, 121
history, 118-119
suitability definition, issues, 121-122
Rule 204-3(f), SEC adoption, 120

Santiago Stock Exchange, photo, 48f
Saudi Arabia, banking/securities firms
(separation), 67n
Scandinavian exchanges, tick increments, 54
Schedule H, 120
Form ADV schedule, 120n
Scott v. Brown, 76
Screen-based trading, development, 15
S.E.C. v. Credit Bancorp, 90n
Secret History of the South Sea Bubble
(Balen), 12n
Securities
admission criteria, Euroclear Bank stcrecy,
45-46
automatic lien, 90
borrowing
signed master securities iending
agreement, requirerneat, 102
source, 97-99
broker-dealer berrowing, 97-99
compass, 3f
custody services, 89n
dealings, disclosure, 83
electronic transfer, 90n
houses, Euroclear members, 45
inclusion, 3
information access (Euroclear), 47
intermediary, entity, 37
legal definition, 2-3
lending, 98-99
signed master securities lending
agreement, requirement, 102
transactions, DTC shares tracking, 44
loan
broker right, elimination, 95
derivatives, 102
NSCC/CNS eligibility, 114115

purchase, 10-13
sale, 10-13, 97
buyer beware/seller beware, conversion,
79
SEC registration, 73-74
shredding, example, 37f
transactions, bank recommendations, 8
transfer, 89
value, impact, 95
Securities Act of 1933, 72, 73-74
definition, 155
passage, 67
Securities and Exchange Commission (SEC)
creation, 67, 74
Division of Market Regulation,
responsibility, 75, 78-79
Final Release MN¢.1'C-22579, 118n
market parficipaat registration, 75
No-Actioi. leiter (1/25/1994), 114n
Rule 15-3-3 {Customer Protection Rule),
142-143
operation, 143-144
ale 204-3(f), adoption, 120
Sccurities-driving lending, 97n
Securities Exchange Act of 1934, 72, 74-75
definition, 156
passage, 67
Securities Industry and Financial Markets
Association (SIFMA), Anti-Money
Laundering Best Practices, 134
Securities Industry Association (SIA), Credit
Division Credit Manual, 95n
Securities Investor Protection Corporation
(SIPC), 65n
customer asset protection, 142
excess SIPC, 142
Securities Law Directive (SLD), EU proposal,
93n
Securitization risks, disclosures, 84
Securitizations, capital requirements, 84
Securitized debt market, development, 69
Security Investor Protection Act (SIPA), 141
customer name securities definition,
141n
customer property definition, 141
Self-regulatory organizations (SROs), 75
Separately managed account (SMA)
definition, 155
exam issues, 121-122
issues, 123
opening, 117
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programs
definition, absence, 120n
description, 118
sponsor, responsibility, 122
Serious Organized Crime Agency (SOCA),
monitoring/reporting duties, 137
Serious Organized Crime and Police Act
(2005), 137
Settlement Finality Directive (SFD), 81-82
amendment, 82
Short seller, profit, 100
Short selling, 97
Signed master securities lending agreement,
requirement, 102
Single-stock futures, CFD holdings
conversion, 109
Smith, Adam, 4n
Society for World Interbank Financial
Telecommunication (SWIFT), 45
network, usage, 47
South Africa, stock quotes (local equivalent),
53
South America, exchanges, 54t-56t
South Korea, investor protection insurance,
144
South Sea Bubble, 66n
Spain, transfer tax, 54
Special due diligence, 136
Special Reserve Account, 143
Specific unlawful activity (SUA), 135
Stamp duty, 54
Stamp tax, payment, 108
Standard Master Repurchase Asreements,
97n
Stock Exchange, The {Hisst), 96n
Stock Exchange Dxily. C*ficial List (SEDOL),
46n
Stock loans, 97
Stock manipulation, 76-77
example, 76f
outlawing, 77
Stock power, 10
definition, 156
medallion guaranteed signature, transfer
agent requirement, 12n
sample, 11f
Stocks
buyer-holder possession, 101
dividend payment, 44
exchanges, actively traded stocks/Internet
links, 19f-35f
lender, voting right loss, 101
Stoll, Hans, 15n

Substitute payment, lender receipt, 100
Success, Emerson definition, 149n
Succession, laws, 127
Suitability

definition, 156

elements, wrap fee context, 121-122

SMA exam issue, 121
Sukuk, Muslim development, 4n
Supply and demand, distortion, 82-83
Supranational body, creation, 80
Swaps, 103

definition, 156
Switzerland

exchanges, tick increments, 54

tax fraud/evasion, distinction, 127n

Taiwan, investor protectien insurance, 144
Taiwan exchanges
settlement cycle; breovity, 61
stock quote formats, numbered tickers
(usage), €1
Taiwan passenger markets, 61
Take S ver Directive, 87
Taleb, Massim, 146n
Tau evasion
USA Patriot Act, impact, 135
T'ax evasion, criminal offense, 127n
Tax haven countries, 135
Taxpayer Relief Act of 1997, 69
Tax reporting, international compliance
issue, 127
Tax transparency/exemption, 6
Terrorism Act (2000), 137
Tick increments, usage, 54
Title, custody/root, 91-93
Title transfer collateral arrangement, 144
Tokyo Stock Exchange (TSE), operation,
61
Trade Information Warehouse (DTCC
operation), 107
Trading books, securitizations (capital
requirements), 84
Trading markets, emergence, 12
Trading Risk (Grant), 146n
Trading value chain, structure (automation),
107
Transfer agent
definition, 156
medallion guaranteed signature
requirement, 12n
Transfer orders, revocation/invalidation
(impossibility), 81-82
Transparency Directive, 83-84, 86
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Trust Indenture Act of 1939, 73
Trusts
beneficial ownership level, 61-62
concept, 37-39

UNIDROIT (International Institute for the
Unification of Private Law), adoption,
89n

Convention on Substantive Rules
Regarding Intermediated Securities,
93
Unified managed account (UMA), 123
definition, 156
platform, MMI definition, 123n

Unified managed household platform, MMI
definition, 123n

Uniform Commercial Code, 39n

Article 8, 89
Article 9, 89

Uniform Law Commissioners, uniform laws
development, 89

United Arab Emirates (UAE), foreign
ownership limits, 57

United Kingdom stocks

quotes, local equivalent, 53
stamp duty, 54

United Nations, creation, 69n

United States v. Pasquantino, 137-138,
139-140

Unpaid-for securities, unsegregatio; 16

U.S. Bankruptcy Code, impact, 11

U.S.-based hedge fund managers, change,
78-79

U.S. estate taxes, shield,6

U.S. federal securities-lavr, foundation,
72-79

U.S. laws/EU dic=ctives, comparison, 86-87

U.S. Non-Resident Alien Transfer Tax,
international compliance issue, 125,
127-128

U.S. regulation, history, 66

U.S. securities markets, change, 89

U.S. situs assets, 156

USA Patriot Act

impact, continuation, 136
passage, 133

QI Program, conflict, 134
tax evasion impact, 135

Value at Risk (Jorion), 146n
Value at Risk (VaR), 145
analysis, completion, 146
definition, 156
graphic, example, 147f
usage, 146
Venezuela
casa de bolsa, 130
Comision de Administracion de Divisas
(CADIVI), 129
CPI rating, 129
currency controls, 129
international compliance, case study,
128-132
permuta, 129-132
Venture capital farnde; §
Vietnam War._cout, 133
VPC, 39n

Wall Scieet, description, 37-38
Walrants, 156
Wealth of Nations, The (Smith), 4n
“Weiss, David, 13n
When Genius Failed (Lowenstein), 116n
White money, 139
Whitney, Richard, 99n
Wholesale financial services, 80
Wire houses

definition, 156

research, 113
Wood, Philip, 68n
World capitalization, U.S. stock market

shares (percentage), 16

World markets, legal framework, 65
World stock market, percentages, 17f
World Trade Center, terrorist acts, 133-134
World War 1, cause, 70
Worldwide exchanges, depositories, 49
Wrap fee

context, 121-122

program, definition, 156

absence, 120n
sponsor, 120



