
The Problem
A major US bank was struggling with establishing 
transparency and control around its front-to-
back processes and associated costs for the Cash 
Equities business. With a total budget for the 
business of $550 million, these costs broke down 
as follows:

The front office accounted for 89 percent 
of the total expenses, while operations 
accounted for six percent (including comp. 
and non-comp. costs).

The level of operational risk was unacceptable: 
a risk and control assessment of the eight core 
processes revealed one rated red and three 
rated amber (both high risk).

Inter-Company trades were settled externally, 
resulting in over $3 million of waste.

Cost allocations to the front office were driven 
by trade volume not work effort.
Given this, the goal for the project was to 
establish better transparency and control in 
front-to-back processes, along with associated 
costs (primary metric).

The Solution
Seeking a solution, the team engaged in a Value 
Chain Analysis (VCA) that entailed a detailed 
investigation of processes with red and amber 
ratings. While conducting this analysis, special 
attention was focused on the hand-offs between 
these processes and such areas as Asset Servicing. 

Then, internal netting solutions were identified to 
eliminate the need for inter-company transactions 
between various legal entities to be settled 
externally. 
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Problem Solved.

Problem
Excessive front office costs in Cash Equities 
business

Solution
Engaged in Value Chain analysis

Identified inefficient and wasteful 
processes

Focused on hand-offs between processes

Eliminated various inter-company 
transactions

Result
Saved $3.5 million with new inter-company 
trade solution

Standardized new transparency format for 
use in other areas and offices
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Problem Solved.

The Results
The results achieved were impressive, as the inter-company trade netting solution was identified for inter-
company trades with total cost savings of $3.5 million. 

In addition, the team established this project as the first to use the “business on a page” format for 
providing transparency and presenting the results of the analysis. The project sponsors were delighted with 
the format, which has now become the standard for use with all VCA projects.

As well, a similar project to provide cost transparency has been undertaken for Equity Derivatives, and 
there is further potential for replicating this analysis in other product clusters and regions. Having begun 
in scope for just the Cash Equity business in one area, the influence of this project is very likely to expand.


