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Scale of the Equity Securities Lending Market
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Equity Lending Income by Region

••Canada Represents 10% of the North American SL Revenue, roughly the same as last yearCanada Represents 10% of the North American SL Revenue, roughly the same as last year

••Energy sharesEnergy shares have the highest revenue contribution with the highest fee and balance out of any sectorhave the highest revenue contribution with the highest fee and balance out of any sector

••Banks have the second highest balance, while consumer services has the second highest feeBanks have the second highest balance, while consumer services has the second highest fee
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Global Equities: SL Fees & Reinvestment Rates

••2008 averaged 78% securities lending revenue from SL Fees2008 averaged 78% securities lending revenue from SL Fees

••2009 increased to 87% globally2009 increased to 87% globally

••2010 increased to 92%2010 increased to 92%

••2011 average revenue share from SL Fee was nearly 95%2011 average revenue share from SL Fee was nearly 95%

SL FeesSL Fees

ReinvestmentReinvestment

••Average revenue from Reinvestment was 22% in 2008Average revenue from Reinvestment was 22% in 2008

••Decreased to 14% in 2009Decreased to 14% in 2009

••2010 was 9%2010 was 9%

••2011 averaged 5% of total securities lending revenue2011 averaged 5% of total securities lending revenue
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Global Equities:  SL Fees and Reinvestment Rates
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Trends in Global Securities Financing 

•• Focus on “intrinsic” lending fee due to low interest rates and low risk appetite for cash Focus on “intrinsic” lending fee due to low interest rates and low risk appetite for cash 

rere--investment investment 

•• Pressure on Agent Lender/Prime Broker trading relationship with high fees for the “hard Pressure on Agent Lender/Prime Broker trading relationship with high fees for the “hard 

to borrow” namesto borrow” names

•• Lending supplies have returned to preLending supplies have returned to pre--crisis levels but demand remains relatively lowcrisis levels but demand remains relatively low

•• Uncertain and evolvingUncertain and evolving regulatory environmentregulatory environment

•• Challenges and opportunities of increased transparencyChallenges and opportunities of increased transparency
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SECTOR ANALYSIS - Rare Earth Elements

•• China dominates the current China dominates the current 

production of rare earthsproduction of rare earths

•• Firms have started developing Firms have started developing 

new fields in Canada, USA, new fields in Canada, USA, 

Australia and Japan aiming to Australia and Japan aiming to 

diversify worldwide supply of this diversify worldwide supply of this 

strategic resourcestrategic resource

•• Market forces and political interference create high volatility in rare earth share prices, which draw short sellersMarket forces and political interference create high volatility in rare earth share prices, which draw short sellers

•• Currently 10% of the total market cap across the sector is shortedCurrently 10% of the total market cap across the sector is shorted

•• Molycorp is the most shorted company with 18.8% of its shares out on loan, twice where it was last yearMolycorp is the most shorted company with 18.8% of its shares out on loan, twice where it was last year

•• Short sellers are steering clear of Chinese and Japanese domiciled companies which have political support behind Short sellers are steering clear of Chinese and Japanese domiciled companies which have political support behind 
their industrytheir industry



\ 8

Scale of the Equity Securities Lending Market - Canada
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Securities Lending Market Statistics
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L/S Ratio for Canada Govt. Bonds and Equities
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Canada Equities: SL Fees & Reinvestment Rates

••2008 averaged 86% securities lending revenue from SL Fees2008 averaged 86% securities lending revenue from SL Fees

••2009 increased to 88% globally2009 increased to 88% globally

••2010 increased to 96%2010 increased to 96%

••2011 average revenue share from SL Fee was 96%2011 average revenue share from SL Fee was 96%

SL FeesSL Fees

ReinvestmentReinvestment

••Average revenue from Reinvestment was 14% in 2008Average revenue from Reinvestment was 14% in 2008

•• Decreased to 12% in 2009Decreased to 12% in 2009

••2010 reinvestment revenue decreased significantly to 4%2010 reinvestment revenue decreased significantly to 4%

••2011 averaged 4% of total securities lending revenue2011 averaged 4% of total securities lending revenue
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Canada Equities:  SL Fees and Reinvestment Rates
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Canada:  Fee Breakdown and Supply & Demand 
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Canada:  Security Ranking by Total Daily Return
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Trends in Global Securities Financing - Canada

•• Lending supply has increased to preLending supply has increased to pre--crisis levelscrisis levels

•• DemandDemand has steadily increased since the crisis, but remains low relative to supplyhas steadily increased since the crisis, but remains low relative to supply

•• There has been a decrease in both supply and demand since a peak in May 2011There has been a decrease in both supply and demand since a peak in May 2011

•• IMF report and the “Canada bubble”?IMF report and the “Canada bubble”?

•• Regulatory harmonizationRegulatory harmonization
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Demand Side:  The hedge fund market

Hedge FundsHedge Funds

•• Market forces and political interference create high volatility in rare earth share prices, which draw short sellersMarket forces and political interference create high volatility in rare earth share prices, which draw short sellers

•• Currently 10% of the total market cap across the sector is shortedCurrently 10% of the total market cap across the sector is shorted

•• Molycorp is the most shorted company with 18.8% of its shares out on loan, twice where it was last yearMolycorp is the most shorted company with 18.8% of its shares out on loan, twice where it was last year
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