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Prime Broker Monitoring
The Prime Broker Monitoring (PBM) service assists depositary
banks in meeting the regulatory requirements they face under
AIFMD to monitor their delegates that hold their clients’
assets in custody.

various departments within the bank, report into the Chairman and Vice-Chairman, forming the management committee.
Custody services sit within PBS's operations department.

Piccadilly Bank
Financial Risk Summary

Prime Broker Risk Assessment

Level of Risk: Low risk

minimum of 10%. However, expenses have increased continuously and significantly over the last five years, which has had
an impact on profitability. Despite this, it is considered unlikely that the bank will encounter financial difficulties, and even

Overall Risk Summary
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The overall level of risk for the prime brokerage activities of PBS is considered low. The bank is considered to have a strong
financial base with capital ratios well above the minimum regulatory requirements. In addition there is a parental
guarantee from PBG, which provides added comfort. Asset safety is also considered low risk, with full segregation of client

The PBM service was driven by industry consensus from the
largest depositary banks and prime brokers. The outcome was
a focused, streamlined service to help all parties satisfy their
obligations as efficiently and effectively as possible.

and proprietary securities within the bank’s internal records and at the appointed sub-custodians. A contingency plan for
network management is in place in the event of a failure the primary sub-custodian network. Securities are registered in
the name of the bank through a dedicated nominee with a client designation in most markets; however this will not apply to
derivatives positions. The bank appears to have a strong control culture in place with documented control procedures for
all processing routines and systems access controls that are periodically monitored and restricted to the appropriate staff.
The business is subject to regular internal and external audit inspections, and an independent controls risk report on the
bank’s business is completed annually. Business contingency and disaster recovery plans are documented and appear
strong and subject to regular review and testing.

so PBS does have the parental guarantee from PBG. However, this does not cover subsidiaries.

Financial Risk

Level of Risk: Low risk

PBS has a very strong capital base, with a Tier 1 ratio of 34.38% as at 31 December 2016, well above the regulatory
minimum of 10%, but down from the same point in 2015, as the Total Risk Exposure Amount rose by 18.8%. Shareholder
equity rose by 27.7%, primarily as a result of retained earnings. 2016 saw the bank reverse the drop in net income seen is
2015, as net interest income increased 9.4% to GBP 121.55 million (USD 149.90 million) and net fee and commission income
rose by 7.3% to GBP 222.82 million (USD 274.78 million), driven commission on securities and derivatives transactions.
PBS is backed by a guarantee from the parent group, which makes it jointly and severally liable for all liabilities or debts
arising from legal acts of its subsidiaries, which includes PBS. It is not clear whether the guarantee would be extended for
any liabilities arising from any illegal activity conducted by the subsidiary. Furthermore, it is assumed that business
executed through the branches and subsidiaries of PBS is fully covered by the parental guarantee, but this should be
validated . In the event that the financial strength of one of the prime broker's subsidiaries is considered insufficient, an

About Prime Broker
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Piccadilly Banking Services (PBS, the bank) is a wholly-owned subsidiary of Piccadilly Bank Group (PBG) and a public limited
company, established in September 1994, under British Law. PBS is a regulated entity under the jurisdiction of the Bank of
England (BoE) and UK Financial Conduct Authority (FCA).
The bank provides its services in the UK, its home market, and through branches in Paris, Frankfurt and Hong-Kong, and
wholly-owned subsidiaries in Australia, Singapore, Japan, and the USA.

Annually, a Prime Broker Monitoring Questionnaire
(PBMQ) is issued on behalf of each depositary bank client
to their requested prime brokers. The responses are then
analysed against a proprietary methodology to assess the risk
that each prime broker poses resulting in a written report
being produced for each prime broking legal entity. The report
is broken down into four key risks: Financial; Asset Safety;
Asset Servicing; and Operational. Each is assessed separately
and then their individual scores are combined to reach the
overall risk grade.
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PBS has a strong balance sheet and capital ratios are strong, with Tier 1 and total capital ratios well above the regulatory

The services offered include: Global execution services, custody, corporate action services, stock borrowing & lending,
position financing, margin financing, leveraged financing, listed derivatives clearing, cash securities clearing, OTC
derivatives clearing, IRS clearing through CCPs, FX clearing, energy & commodity derivatives clearing, CFDs, creation &
redemption of ETFs, conversion services for ADR/GDR/IDR, trading authorisation for cash securities, overnight position
transfer and derivatives take up services, though not all of these are available in all locations due to local regulatory
restrictions.
PBS provides access to 85 markets across Europe, the Americas and Asia-Pacific, and had assets under custody totalling

alternative option would be to execute a tri-party contract, or contract directly with PBS (where allowed by law or
regulation) and have transactions with the local entities booked in the account with PBS through inter-branch accounts
where possible.
The parent bank, PBG, is considered by the BoE as a Systemically Important Financial Institution (SIFI) and will be required
to provide an increased capital buffer equivalent to 3% of risk-weighted assets from 2016 to 2019, however PBS is not
considered a SIFI.
PBS has insurance coverage, such as directors' and officers' liability, provided by third-party insurers (Zurich Insurance),
but has declined to provide details of the value of the cover. It does state, however, that it is compliant with its regulatory
requirement to ensure that the organisation maintains sufficient insurance cover, provided by a leading third-party insurer.
That being said, it does not have coverage for loss of money, securities and other property in its own possession. This may
be covered by a policy at parent group level, though this is not specified.
With regard to recovery and resolution, there is no publicly-available plan in place, but an internal document has been
developed in conjunction with PB that mainly focuses on funding and is based upon the scenarios experienced during the
financial crisis in 2008. The plan is filed with the local regulator.
Contracting Entity

EUR 335 billion as of January 2015.
PBS has a managing director for the UK and each European market in which it operates. These, along with the heads of the
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More Information
If you are interested in Prime Broker Monitoring,
please contact Derek Duggan:
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