Triparty:
An Introduction

MAKING THE MOST OF YOUR ASSETS

i

BNY MELLON



“In today’s interconnected world, the ability
of triparty to seamlessly provide collateral
management in repo transactions, securities
finance and margin segregation make it an
indispensable tool for sophisticated market
participants.”

Brian Ruane
CEO, Clearance & Collateral Management, BNY Mellon




What is Triparty?

Triparty is an integrated system that outsources to a triparty agent
many of the collateral management processes that underpin financial
transactions.

The platform enables you to efficiently centralize how you manage your
collateral, opening up a world of new possibilities for utilizing your assets to
meet your investment objectives.

The trading activities supported in triparty include:
«  Repurchase (repo) agreements
e Securities lending

« Initial margin segregation in non-cleared derivatives

How Triparty Works

In a triparty trade, while the actual trading relationship remains between
collateral provider and collateral receiver, many of the collateral management
duties around the trade are moved to BNY Mellon as triparty agent.

Common functions a triparty agent will undertake include:

e Calculation of collateral requirements and transmission of margin calls

« Verification of collateral eligibility as margin

»  Processing the delivery of collateral to a trade counterparty

« Receipt of pledged collateral and placement in a segregated account

«  Ongoing monitoring for collateral sufficiency, including daily mark-to-market
« Collateral substitution

«  Reporting to both parties to the trade

« Atthe maturation or termination of the trade, return of collateral



Triparty Collateral
Management

Collateral management sits at the very center of the triparty value
proposition and represents an essential function given the pivotal position
collateral now occupies across repo, securities finance and non-cleared OTC
derivatives markets.

Collateralized trades are subject to daily margin calls and other position
maintenance. These ongoing requirements can present a considerable
commitment in both time and resources.

Initial Margin Segregation in Triparty

Since 2016, rules have been implemented in markets around the world
to impose initial margin requirements on non-cleared OTC derivatives
transactions. Triparty enables you to outsource many of the associated
operational obligations, including calculating required collateral, margin
calls and ongoing position monitoring.

To learn more about the non-cleared margin rules, click here.

To see how initial margin segregation works in triparty, please see page 5.

Repo in Triparty

The repo market has long been the primary venue for market participants to
meet their funding needs. One of the most utilized applications of triparty is
its capacity to service repo transactions, removing much of the operational
burden from this daily process.

To see how repo works in triparty, please see page 6.

Securities Lending in Triparty

Lending securities can generate additional alpha but involves considerable
operational management as all loans must be secured by either cash or non-
cash collateral. Triparty can be deployed to service many of these elements.

Click here to learn more about agency securities lending.


https://nonclearedmargin.bnymellon.com
https://info.bnymellon.com/rs/651-GHF-471/images/BNY_Securities_Lending_Overview%20FINAL.pdf
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1. The collateral provider and collateral receiver enter into a trade and
agree to secure the transaction by posting collateral to each other.

2. With BNY Mellon acting as triparty agent, both parties advise us of trade
details.

3. We match the trade instructions to verify that all transaction details are
correct. We also screen the posted assets to confirm they satisfy the
collateral receiver's eligibility criteria.

4. The collateral provider delivers collateral to us.
5. We lock up the posted collateral in the receiver's segregated account.

6. We provide confirmation of the collateral receiver's account position.

Once the trade has settled in triparty, we provide ongoing maintenance and
reporting around the position. Maintenance includes ensuring continuing
collateral sufficiency, effecting collateral substitutions and margin calls and
delivering daily mark-to-market of collateral.



Triparty Repo Transaction Flow
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1. The seller enters into a repo trade with a cash provider (buyer), agreeing
to post securities as collateral in exchange for cash funding.

2. Inour capacity as triparty agent, both the seller and the cash provider
supply us with the details of the repo trade.

We match the trade instructions to verify all trade terms are consistent.
The cash provider transfers cash to BNY Mellon.
The seller delivers the collateral that will support the repo trade to us.

We place the pledged collateral in a segregated account.
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We confirm to the cash provider that the securities supporting the repo
have been placed into the segregated account.

8. The cash is transferred to the seller.

We provide ongoing maintenance and reporting around the repo, including
handling many of the required operational elements concerning rolling
overnight transactions over longer durations.

At trade maturity we confirm that both the cash and collateral are returned.



Contact Us

BNY Mellon has been at the forefront of triparty collateral management
since the very first triparty trades were transacted in the US in 1985.

Thirty-five years later, we remain the leader in triparty with $3.7 trillion in
average triparty collateral management balances residing with us.2

For more information about triparty, please reach out to relevant

contact below:

EMEA

Ingrid Garin

+322 545 8666
Ingrid.Garin@bnymellon.com

APAC

Shinya Kato

+81 3 6756 4326
Shinya.Kato1@bnymellon.com

AMERICAS

Kevin Reinert

+1 212 635 8805
Kevin.Reinert@bnymellon.com

<

2 As of March 30, 2020
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BNYMELLON.COM

BNY Mellon is the corporate brand of The Bank of New
York Mellon Corporation and may be used as a generic
term to reference the corporation as a whole and/or its
various group entities. This material and any products
and services may be issued or provided under various
brand names of BNY Mellon in various countries by duly
authorized and regulated subsidiaries, affiliates, and
joint ventures of BNY Mellon, which may include any of
those listed below:

The Bank of New York Mellon, a banking corporation
organized pursuant to the laws of the State of New York,
whose registered office is at 240 Greenwich St, NY, NY
10286, USA. The Bank of New York Mellon is supervised
and regulated by the New York State Department of
Financial Services and the US Federal Reserve and

is authorized by the Prudential Regulation Authority
(“PRA”) (Firm Reference Number: 122467).

The Bank of New York Mellon operates in the UK
through its London branch (UK companies house
numbers FC005522 and BR0O00818) at One Canada
Square, London E14 5AL and is subject to regulation by
the Financial Conduct Authority (“FCA”) at 12 Endeavour
Square, London, E20 1JN, UK and limited regulation by
the PRA at Bank of England, Threadneedle St, London,
EC2R 8AH, UK. Details about the extent of our regulation
by the PRA are available from us on request.

The Bank of New York Mellon SA/NV, a Belgian limited
liability company, registered in the RPM Brussels with
company number 0806.743.159, whose registered
office is at 46 Rue Montoyerstraat, B-1000 Brussels,
Belgium, authorized and regulated as a significant
credit institution by the European Central Bank (“ECB”)
at Sonnemannstrasse 20, 60314 Frankfurt am Main,
Germany, and the National Bank of Belgium (“NBB”)
at Boulevard de Berlaimont/de Berlaimontlaan 14,
1000 Brussels, Belgium, under the Single Supervisory
Mechanism and by the Belgian Financial Services
and Markets Authority (FSMA) at Rue du Congrés/
Congresstraat 12-14, 1000 Brussels, Belgium for
conduct of business rules, and is a subsidiary of The
Bank of New York Mellon.

The Bank of New York Mellon SA/NV operates in

Ireland through its Dublin branch at Riverside Il, Sir
John Rogerson's Quay Grand Canal Dock, Dublin 2,
DO2KV60, Ireland and is registered with the Companies
Registration Office in Ireland No. 907126 & with VAT

No. IE 9578054E. The Bank of New York Mellon SA/NV,
Dublin Branch is subject to limited additional regulation
by the Central Bank of Ireland at New Wapping Street,
North Wall Quay, Dublin 1, D01 F7X3, Ireland for conduct
of business rules and registered with the Companies
Registration Office in Ireland No. 907126 & with VAT No.
IE 9578054E.

The Bank of New York Mellon SA/NV is trading in
Germany as The Bank of New York Mellon SA/NV, Asset
Servicing, Niederlassung Frankfurt am Main, and has
its registered office at MesseTurm, Friedrich-Ebert-
Anlage 49, 60327 Frankfurt am Main, Germany. It is
subject to limited additional regulation by the Federal
Financial Supervisory Authority (Bundesanstalt fir
Finanzdienstleistungsaufsicht, Marie-Curie-Str. 24-28,
60439 Frankfurt, Germany) under registration number
122721.

The Bank of New York Mellon SA/NV operates in

the Netherlands through its Amsterdam branch at
Strawinskylaan 337, WTC Building, Amsterdam, 1077
XX, the Netherlands. The Bank of New York Mellon
SA/NV, Amsterdam Branch is subject to limited
additional supervision by the Dutch Central Bank (“De
Nederlandsche Bank” or “DNB”) on integrity issues only
(registration number 34363596). DNB holds office at
Westeinde 1, 1017 ZN Amsterdam, the Netherlands.

The Bank of New York Mellon SA/NV operates in
Luxembourg through its Luxembourg branch at 2-4 rue
Eugene Ruppert, Vertigo Building — Polaris, L- 2453,
Luxembourg. The Bank of New York Mellon SA/NV,
Luxembourg Branch is subject to limited additional
regulation by the Commission de Surveillance du
Secteur Financier at 283, route d’Arlon, L-1150
Luxembourg for conduct of business rules, and in its
role as UCITS/AIF depositary and central administration
agent.

The Bank of New York Mellon SA/NV operates in
France through its Paris branch at 7 Rue Scribe, Paris,
Paris 75009, France. The Bank of New York Mellon
SA/NV, Paris Branch is subject to limited additional
regulation by Secrétariat Général de l'Autorité de
Contrdle Prudentiel at Premiére Direction du Contréle
de Banques (DCB 1), Service 2, 61, Rue Taitbout, 75436
Paris Cedex 09, France (registration number (SIREN) Nr.
538 228 420 RCS Paris - CIB 13733).

The Bank of New York Mellon SA/NV operates in Italy
through its Milan branch at Via Mike Bongiorno no. 13,
Diamantino building, 5th floor, Milan, 20124, Italy. The
Bank of New York Mellon SA/NV, Milan Branch is subject
to limiteed additional regulation by Banca d’Italia -
Sede di Milano at Divisione Supervisione Banche, Via
Cordusio no. 5,20123 Milano, Italy (registration number
03351).

The Bank of New York Mellon SA/NV operates in
England through its London branch at 160 Queen
Victoria Street, London EC4V 4LA, UK, registered

in England and Wales with numbers FC029379 and
BR014361. The Bank of New York Mellon SA/NV, London
branch is authorized by the ECB (address above) and
subject to limited regulation by the FCA (address above)
and the PRA (address above).

Regulatory information in relation to the above BNY
Mellon entities operating out of Europe can be accessed
at the following website: https:/www.bnymellon.com/
RID.

The Bank of New York Mellon, Singapore Branch, is
subject to regulation by the Monetary Authority of
Singapore. The Bank of New York Mellon, Hong Kong
Branch (a branch of a banking corporation organized
and existing under the laws of the State of New York
with limited liability), is subject to regulation by the
Hong Kong Monetary Authority and the Securities &
Futures Commission of Hong Kong.

For Clients located in Australia

The Bank of New York Mellon is exempt from the
requirement to hold, and does not hold, an Australian
financial services license as issued by the Australian
Securities and Investments Commission under the
Corporations Act 2001 (Cth) in respect of the financial
services provided by it to persons in Australia. The Bank
of New York Mellon is regulated by the New York State
Department of Financial Services and the US Federal
Reserve under Chapter 2 of the Consolidated Laws, The
Banking Law enacted April 16, 1914 in the State of New
York, which differs from Australian laws.

The Bank of New York Mellon has various other
branches in the Asia-Pacific Region which are subject
to regulation by the relevant local regulator in that
jurisdiction.

The Bank of New York Mellon Securities Company
Japan Ltd, as intermediary for The Bank of New York
Mellon.

The Bank of New York Mellon, DIFC Branch, regulated
by the Dubai Financial Services Authority (“DFSA”) and

located at DIFC, The Exchange Building 5 North, Level
6, Room 601, P.O. Box 506723, Dubai, UAE, on behalf of
The Bank of New York Mellon, which is a wholly-owned
subsidiary of The Bank of New York Mellon Corporation.

Past performance is not a guide to future performance
of any instrument, transaction or financial structure
and a loss of original capital may occur. Calls and
communications with BNY Mellon may be recorded, for
regulatory and other reasons.

Disclosures in relation to certain other BNY Mellon
group entities can be accessed at the following website:
http://disclaimer.bnymellon.com/eu.htm.

This material is intended for wholesale/professional
clients (or the equivalent only), is not intended for use
by retail clients and no other person should act upon
it. Persons who do not have professional experience

in matters relating to investments should not rely on
this material. BNY Mellon will only provide the relevant
investment services to investment professionals.

Not all products and services are offered in all
countries.

If distributed in the UK, this material is a financial
promotion. If distributed in the EU, this material is a
marketing communication.

This material, which may be considered advertising,
is for general information purposes only and is

not intended to provide legal, tax, accounting,
investment, financial or other professional advice

on any matter. This material does not constitute
arecommendation or advice by BNY Mellon of any
kind. Use of our products and services is subject

to various regulations and regulatory oversight.

You should discuss this material with appropriate
advisors in the context of your circumstances before
acting in any manner on this material or agreeing to
use any of the referenced products or services and
make your own independent assessment (based on
such advice) as to whether the referenced products
or services are appropriate or suitable for you. This
material may not be comprehensive or up to date and
there is no undertaking as to the accuracy, timeliness,
completeness or fitness for a particular purpose of
information given. BNY Mellon will not be responsible
for updating any information contained within this
material and opinions and information contained herein
are subject to change without notice. BNY Mellon
assumes no direct or consequential liability for any
errors in or reliance upon this material.

This material may not be distributed or used for the
purpose of providing any referenced products or
services or making any offers or solicitations in any
jurisdiction or in any circumstances in which such
products, services, offers or solicitations are unlawful
or not authorized, or where there would be, by virtue
of such distribution, new or additional registration
requirements.

Any references to dollars are to US dollars unless
specified otherwise.

This material may not be reproduced or disseminated
in any form without the prior written permission of
BNY Mellon. Trademarks, logos and other intellectual
property marks belong to their respective owners.

The Bank of New York Mellon, member of the Federal

Deposit Insurance Corporation (“FDIC”).

© 2020 The Bank of New York Mellon Corporation. All
rights reserved



