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EXPERT PANEL ow
SECURITIES REGULATION

Creating an Advantage in Clobal Capital Markets

FINAL REPORT AND
RECOMMENDATIONS

Jammary 2009
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Selected Recommendations from the Expert Panel on
Securities Regulation relevant to this Round Table

We recommend:
1. A uniform set of core objectives for securities regulation and guiding principles
for regulatory conduct for Canada.

2. That the reduction of systemic risk be a guiding principle and that interim powers
exist to allow regulators to quickly respond to market events that might pose
systemic risks for Canada’s capital markets.

3. “Principles — based” and “Outcomes-based” (not “ Rules-only based”)
regulation.

4. “Proportionate, risk-based” regulation.

5. Establishment of the Canadian Securities Commission to administer a single
Securities Act for Canada.

6. Establishment of a Capital Markets Oversight Office reporting to the Minister of
Finance.

7. Regulation of Exchange Traded Derivatives be prescribed in Securities
Legislation and for OTC derivatives the CSC have the depth and resources to
determine the best path for the regulation of OTC derivatives.

8. The establishment of an Independent Tribunal and study the merits of a National

= Enforcement Branch that consolidates administrative and criminal functions.
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Marketplace Developments and
Challenges in Canada

June 2, 2009

Randee Pavalow
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GROUP

= Elements of a Vibrant Capital Market
= Market Statistics
= |ssues and Responses

= Trends and Challenges
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Private and Confidential

Marketplaces: compete on price, speed, cost,
functionality, and liquidity

Technology and infrastructure: flexible and able to
respond to complex and diverse multiple marketplace
environment

Regulation: principle-based to support different types of
participants and marketplaces
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(Alpha Average Daily Trades ~ 8,500)
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(Alpha Average Daily Trades ~ 10,500)
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(Alpha Average Daily Trades ~ 30,000)

FPL Canadian Electronic Trading Conference 2009

Session 4A - June 2, 2009 - 8:30 to 9:30 a.m.

Private and Confidential



GROUP

Relative volume traded in BBD.B vs. all TSX 60 Securities

Private and Confidential

TSX60 Volume
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sizable market share in
Bombardier trading
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Market Statistics

Alpha

GROUP
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Alpha

= Technology: availability of - -
appropriate routers

= Data: availability and -
ease of access at
reasonable cost

= Regqulatory: uncertainty

regarding rules and - -
enforcement

Partnering with vendors and
clients

Working with vendors to
develop products and
educate customers / IP
Initiative

Active participation in
various industry committees
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A ] ha Transformation is on-going and more Issues are to come

= With time, no marketplace will stand for more than 50%
of the activity

= Canada has a fundamental market data distribution and
cost issue

= Competition will cause fees to be continuously revisited
based on various marketplace strategies

= Will requlators be able to keep up with innovations and
technology

FPL Canadian Electronic Trading Conference 2009
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Regulatory Structure: Does it matter?

GROUP

= Principle-based vs. Prescriptive
= Clear Policy Objectives

= Appropriate resources devoted to interpreting, monitoring
and enforcing
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Securities

m Impact of Electronic Trading — Investment
Manager
m Our Firm
m Impact of ET on Our Firm
m Impact of ET on Our Industry
m Impact on Fund Investors
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Securities

m Impact of Electronic Trading — Investment
Manager
m Our Firm
= AUM — US$700M
= Personnel — 12 Portfolio/14 Support
= Investors — 75% non-Canadian
= Strategies

= Positions:
= 50% Canadian
= 50% U.S.

Session 4A - June 2, 2009 - 8:30 to 9:30 am
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Securities

® Impact on Our Firm
m Good
= Better execution
= Lower costs
= Better returns
= Early adopter advantage (?)

-

= Bad
= Impact of
“relationship”
benefits (?)
= More tech costs (?)

Session 4A - June 2, 2009 - 8:30 to 9:30 am
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Securities

® Impact on Industry
= Good
= Increased northbound traffic
= Improved liquidity!!!
= Unbundled research and CSA’s
= New issue allocation process?

m Bad

Session 4A - June 2, 2009 - 8:30 to 9:30 am
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Securities

m |[mpact on Investors
= Good

= Tighter bid/offer spreads for all investors
= Lower execution costs

m Bad
m ?
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Securities

Impact of Electronic Trading on Investment
Management Industry:

o
(=}
o
™
[
v
[
(]
-
&
[
-]
v
o
£
L]
o
=
-
-
c
o
=
-
v
2
w
c
.
L
o
[
o
v
-
o
™

Conclusion

Good Bad
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