
The Problem
Leveraged Finance allows investors to conduct sizeable 
transactions with relatively small equity investments, granting 
the risk involved. Nevertheless, increasing the amount of debt 
or leverage provides equity investors with greater returns on 
their equity investments than can be expected with pure (or 
higher levels of) equity. 

Secondary loans trading is one of these transactions, and 
these volumes were expected to rise by 75 percent prior to 
the 2007 credit crunch; commensurate with this expectation 
was a need to increase capacity while maintaining control 
at a major bank. Unfortunately, the credit crunch brought a 
volume decrease of 54 percent, resulting in a need to achieve 
greater efficiency and controls (primary metric).

Prior to the project, the Front-to-Back (F2B) process had the 
following characteristics:

Total FTE expense was $8.17 million, with a split of 61% 
for staff (Traders and Closers) and 39% for support staff. 
(FTE expense ratio of 1:1.6).

Total headcount was 42 FTEs, with 49% staff and 51% 
support. (Headcount ratio approximately 1:1).

Process and System Issues involved 26% of the F2B 
headcount (11 out of 42 FTEs).

Cost-per-trade went up by 13% from $1,879 to $2,131, 
mostly due to the 54-percent volume reduction (FTEs only 
went up 6% from 39.5 to 42).

The firm lost $2.33 million in one year due to operational 
errors. 

The Solution
After analyzing the situation and its associated problems, the 
team developed the following recommendations:

Implement a universal deal identifier.

Create a link from CMS to Loan IQ for client static data.

Implement an industry-wide hub for message 
automation.

Clean up deal and client static data in Loan IQ.

Implement further Key Performance Indicator metrics.

The Results
The approved recommendations will impact the bottom line 
as follows:

Reduce headcount by 1.6 FTEs.

Mitigate cost-per-trade increase due to volume reduction 
(32% versus 41% if no solutions implemented).

Increase control and avoid potential financial losses.

Additional recommendations were put on hold due to budget, 
but will deliver additional efficiencies of 2.5 FTEs, increased 
control and further mitigate cost-per- trade increase due to 
volume reduction.

Other project benefits include a reduced implementation 
time frame of just three months from project initiation to 
solution identification -– since this was a replication project. 
Also, the team leveraged a similar NY project to understand 
regional process differences and applicability of solutions to 
London.
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Problem Solved.

Problem
Reduction in leveraged loan transactions - and 
associate cost and headcount expenses

Solution
Implemented a universal deal identifier

Implemented IT changes

Established KPI metrics

Result
Saved over four FTEs

Mitigated cost-per-trade increases


