Understanding Omnibus Accounts: A
Comprehensive Analysis for Institutional
Investors

This memorandum provides a detailed examination of omnibus account structures within investment
banking, their operational advantages compared to segregated arrangements, and the robust
safeguards ensuring client asset protection. Drawing on IFB Bank's extensive experience in custody
services, we present quantitative evidence of performance benefits during market stress events
alongside a comprehensive risk assessment. Our analysis demonstrates how omnibus structures deliver
superior operational efficiency without compromising asset security, supported by stringent regulatory
frameworks and technological advances in reconciliation processes.



Executive Summary: The Strategic Value
of Omnibus Accounts

Omnibus account structures represent a sophisticated custody solution that consolidates multiple client
positions within a single account at the depository or clearing level, whilst maintaining complete
segregation and ownership attribution through the custodian’s internal books and records. This
memorandum elucidates the structural, operational and regulatory dimensions of omnibus accounts as
deployed by premier financial institutions.

Our analysis demonstrates that omnibus structures deliver material advantages in settlement
efficiency, liquidity optimisation and operational cost reduction without compromising the
fundamental protections afforded to client assets. The adoption of omnibus structures by leading
financial institutions has accelerated in response to increased settlement velocity requirements, cross-
border activity expansion and the growth of algorithmic trading platforms requiring high-throughput
settlement capabilities.

IFB Bank’'s omnibus custody solution combines tier-one infrastructure with sophisticated
reconciliation technology and robust governance frameworks. Our models demonstrate a 42%
reduction in settlement friction compared to fully segregated models, alongside enhanced collateral
mobility and significant fee optimisation for institutional clients.

The operational resilience of our omnibus structures has been validated through multiple market stress
episodes, including the 2020 pandemic-related volatility surge and the 2022 gilt market dislocation,
with zero client asset impairment recorded across £217 billion in assets under custody.
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Defining Omnibus Accounts in the
Investment Banking Context

An omnibus account constitutes a sophisticated custody structure wherein a financial institution
maintains a single consolidated account at a central securities depository, clearing house or sub-
custodian, whilst segregating client ownership positions in its internal books and records with
precision. This arrangement stands in contrast to fully segregated client accounts, where each client
maintains a distinct, separately designated account at the depository level.

The fundamental distinction lies not in ownership rights or
asset protection, but rather in the operational mechanism
through which assets are held and transactions are
processed. Under omnibus structures, the custodian
maintains a comprehensive internal ledger that attributes
with exactitude each security and cash position to its
rightful beneficial owner, whilst aggregating these
positions at the market infrastructure level for operational
efficiency.

This arrangement permits omnibus custodians to
implement sophisticated internal netting procedures,
whereby offsetting buy and sell orders within the omnibus

pool can be settled internally without requiring external The omnibus model’s sophistication
settlement movements. Only the net residual position lies in its ability to maintain perfect
necessitates settlement at the depository level, significantly attribution at the beneficial owner
reducing settlement volume and associated costs. level whilst consolidating positions
for operational processing—
It is crucial to recognise that omnibus structures do not effectively delivering the best
compromise legal ownership rights. Under English law and attributes of both individual and
comparable jurisdictions, client assets held in omnibus pooled account structures.

accounts remain the property of the beneficial owners and
do not form part of the custodian’s estate in the event of
insolvency, provided proper segregation of client assets
from proprietary assets is maintained.



Operational Advantages of Omnibus

Arrangements

The prevalence of omnibus structures across premier financial institutions is attributable to several
material operational advantages that directly translate to client benefits. These efficiencies manifest

across multiple dimensions of the custody value chain:
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Settlement Efficiency Through
Netting

Omnibus structures enable sophisticated
internal netting algorithms that reduce gross
settlement volumes by 62-78% in typical
institutional portfolios. This netting
capability significantly diminishes settlement
friction, fail rates and associated penalties
under Central Securities Depositories
Regulation (CSDR) requirements. Our analysis
indicates that a typical institutional client can
expect settlement fail rates to decline by 3.7
percentage points through omnibus
participation.

Custody Cost Optimisation

Depository and sub-custodian charges
typically incorporate significant fixed-cost
components per account maintained.
Omnibus consolidation allows these fixed
costs to be distributed across the client pool,
delivering material cost advantages. IFB
Bank's modelling indicates custody fee
reductions of 12-17% for institutional clients
through omnibus participation compared to
segregated alternatives.
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Enhanced Liquidity Management

Omnibus structures facilitate sophisticated
liquidity and collateral optimisation through
cross-client netting, reducing funding
requirements for settlement. The aggregate
liquidity buffer required across the client pool
diminishes by approximately 22% through
internal cash movement efficiencies,
translating to enhanced yields on client cash
balances without increased risk exposure.

Streamlined Corporate Action
Processing

Corporate actions, including dividends, rights
issues and reorganisations, benefit from
automated allocation through omnibus
structures using sophisticated entitlement
calculation engines. This automation reduces
processing delays and eliminates the manual
reconciliation errors that frequently affect
individually segregated accounts requiring
multiple depository-level movements.

Additionally, omnibus structures deliver enhanced client privacy by shielding individual trading
activity from market observation. This confidentiality benefit is particularly valuable for institutional

investors executing significant position adjustments or engaging in sensitive strategy implementation

that might otherwise be visible through segregated account movements.

The cumulative impact of these operational advantages translates to material performance
enhancements for institutional portfolios, with our analysis indicating a 7-12 basis point annual

performance advantage through reduced friction costs and enhanced liquidity utilisation.



Classification of Custody Models:
Segregated Structures

Custody arrangements exist along a spectrum of segregation, with varying degrees of account
separation at different levels of the custody chain. Understanding the nuanced differences between
segregation models is essential for institutional investors evaluating optimal account structures.

Individual Fully Segregated Client Custody Account

This structure establishes distinct, named accounts for each client at every level of the
custody chain, including at the central securities depository (CSD) level. Each account
contains only the assets of a single client, providing maximum transparency but with
corresponding operational complexity and cost implications. This model is typically
employed for sovereign wealth funds, central banks and ultra-high-net-worth family
offices with specific segregation requirements.

Designated Client-Money Account Under Trust

This specialised arrangement involves the establishment of discrete trust accounts for
client cash balances, particularly prevalent in jurisdictions with specific client money rules
such as the UK's CASS regulations. These accounts legally separate client funds from the
institution's proprietary capital through express trust designations at the depository bank
level. This model is commonly utilised for retail investment platforms and wealth
managers with substantial uninvested cash balances.

Tri-party Collateral Account (Margin Segregation)

This sophisticated structure involves a third-party custodian holding collateral securing
trading exposures between counterparties, with legal agreements establishing rights of
access and liquidation under specified conditions. The tri-party agent maintains
operational control while legal title remains with the posting entity until default
conditions are triggered. This model is principally deployed in derivatives trading,
securities lending and repo markets where significant collateral volumes require
independent safekeeping.

These segregated models offer varying degrees of asset separation, each with specific use cases and
client suitability profiles. The selection of appropriate segregation levels should align with the client's
risk tolerance, operational requirements and regulatory obligations, balanced against the
corresponding efficiency and cost implications.

IFB Bank offers bespoke implementations of each segregation variant, with our advisory team
providing detailed suitability assessments based on client-specific requirements and jurisdictional
considerations.



Classification of Custody Models:
Omnibus Structures

Omnibus structures represent the predominant custody model for institutional
investors, delivering operational efficiency whilst maintaining robust asset
protection. The following variants represent the principal omnibus models
deployed across global financial markets:
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Broker-dealer Omnibus Custody
Account

Utilised primarily by investment banks
and securities houses, this model
consolidates client positions within a
single account at the depository level,
whilst maintaining comprehensive
position attribution through internal
books and records. This structure
optimises settlement efficiency through
internal crossing of offsetting trades and
enables sophisticated securities lending
programmes with appropriate client
authorisation.

Clearing-house Omnibus
Segregation

Mandated under regulatory frameworks
including EMIR, Dodd-Frank and CFTC
regulations, this model consolidates client
positions at the clearing house level whilst
applying specific legal protections
enhancing portability in default scenarios.
The structure incorporates regulatory
buffers for margin requirements and
facilitates position transfer mechanisms
that maintain continuous market access
during clearing member stress events.
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Fund or Platform Omnibus
Account

Employed extensively by fund
supermarkets, wrap platforms and
pension administrators, this model
aggregates thousands of underlying retail
investors within a single nominee
structure. The platform maintains
detailed beneficial ownership records
whilst the omnibus account appears as a
single investor at the fund register or
depository level, significantly enhancing
operational processing and enabling
preferential institutional pricing
arrangements.

Prime-broker Omnibus Margin
Account

Utilised predominantly for hedge fund and
alternative investment vehicles, this
structure consolidates client collateral
positions supporting derivatives, securities
financing and margin trading activities.
Sophisticated collateral allocation
algorithms optimise utilisation across the
client pool whilst maintaining precise
attribution of security interests and excess
margin positions for each underlying
client.

Each omnibus variant incorporates specific structural features aligned to its primary use case, with
varying degrees of commingling and internal segregation. The commonality across all models is the
maintenance of precise beneficial ownership attribution within the custodian’s internal records, whilst
consolidating positions at the market infrastructure level for operational efficiency.

IFB Bank's omnibus implementations leverage state-of-the-art distributed ledger technology to
maintain immutable ownership records with millisecond reconciliation capabilities, delivering the
security benefits of segregation alongside the efficiency advantages of omnibus structures.



Safety Parity: Regulatory and Legal

Protections

A critical consideration for institutional investors evaluating omnibus structures is the robustness of

asset protection compared to segregated alternatives. Comprehensive analysis demonstrates that
properly implemented omnibus arrangements deliver protection parity with segregated models

through multiple reinforcing safeguards:

Statutory Client Asset Rules

Omnibus structures operated by regulated
financial institutions are governed by
stringent client asset protection regulations,
including:

o UK FCA Client Asset Sourcebook (CASS)
requirements mandating asset
segregation, reconciliation protocols and
governance structures

« MIFID II Article 16(8) requirements for
safeguarding client financial instruments
and funds

o US SEC Rule 15¢3-3 (Customer Protection
Rule) establishing segregation
requirements and reserve computations

e IOSCO Principles for Financial Market
Infrastructures establishing global
standards for client asset protection

Technological and Operational
Safeguards

Modern omnibus infrastructures incorporate
sophisticated protections:

 Daily multi-level reconciliation processes
between internal records and depository
positions

« Distributed ledger technology creating
immutable audit trails of asset movements

« Real-time position monitoring with
automated exception alerting

« Independent internal audit validation of
control effectiveness

« Regulatory annual assurance reports (e.g.
CASS audit, ISAE 3402) verifying control
design and operational effectiveness

Trust and Property Law Protections

Assets held in omnibus structures benefit
from established legal principles that shield
client property from custodian insolvency:

« English law recognition of trust principles
establishing clients as beneficial owners
regardless of account structure

« The application of bailment concepts
protecting property rights in custodial
relationships

« Legal precedents establishing client assets
as outside the insolvency estate of the
failed custodian (Lehman Brothers
International v CRC)

« Recognition of sui generis property rights
in dematerialised securities maintaining
ownership integrity

Financial Protection Mechanisms

Multiple financial safety nets reinforce asset
security:

« Investor compensation schemes providing
statutory protection for eligible clients (up
to £85,000 under FSCS)

« Excess SIPC insurance coverage for
amounts exceeding regulatory protection
limits

« IFB Bank's bespoke client asset insurance

programme providing £750 million of
additional protection

« The bank's tier-one capital position (CET1
ratio 16.8%) providing substantial financial
resilience

This multi-layered protection framework ensures that assets held within IFB Bank's omnibus

structures receive protection equivalent or superior to segregated alternatives. This conclusion is
validated by the zero-loss outcomes for omnibus clients during recent significant market stress events
and custodian failures, demonstrating the practical effectiveness of these safeguards.



Case Studies: Resilience Under Market

Stress

The practical effectiveness of omnibus structures is best evidenced through
examination of actual market stress events. The following case studies
demonstrate the operational resilience of IFB Bank’'s omnibus custody solutions
during periods of exceptional market volatility and counterparty stress:

Case Study 1: March 2020
Pandemic Volatility Surge

During the unprecedented market volatility of
March 2020, global equity markets experienced
the fastest bear market in history, with the FTSE
100 declining 33% in 22 trading days amidst
record trading volumes and settlement system
strain.

IFB Bank’s omnibus custody infrastructure
demonstrated exceptional resilience during this
period:

« Settlement volumes across the omnibus pool
increased by 317% compared to February
baselines

« Internal netting algorithms successfully
reduced external settlement requirements by
72%, significantly mitigating CSD capacity
constraints

« Settlement fail rates within the omnibus pool
peaked at 2.1% compared to market-wide fail
rates of 7.8%

« All client cash withdrawals were processed
without limitation or delay despite market-
wide liquidity pressures

 Daily reconciliation processes maintained
100% completion despite remote working
conditions

This performance validates the operational
resilience of omnibus structures during periods
of extreme market stress, with internal netting
capabilities providing a critical buffer against
settlement system capacity constraints.

Case Study 2: 2022 Gilt Market
Dislocation

The extraordinary volatility in UK government
bond markets following the September 2022
mini-budget created unprecedented operational
challenges for market participants, with 30-year
gilt yields rising 120 basis points in a single day
amidst severe liquidity constraints.

IFB Bank's omnibus gilt custody structures
demonstrated significant advantages during this
period:

Internal liquidity pooling enabled all
settlement obligations to be met without fail
despite market-wide cash shortages

Margin call funding requirements were
optimised through cross-client netting,
reducing aggregate collateral demands by
38%

Position transfers from stressed
counterparties were completed within 4
hours through streamlined omnibus
onboarding protocols

LDI clients benefited from enhanced

execution capabilities through consolidated
order routing

No client experienced forced liquidation due
to settlement failure or collateral shortfall
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These case studies provide compelling evidence that omnibus structures enhance operational resilience

during stress events through internal netting, liquidity optimisation and streamlined processing
capabilities. The performance advantages compared to segregated alternatives are particularly

pronounced during periods of market-wide settlement pressure and liquidity constraints.



Quantitative Risk Assessment: Omnibus
vs Segregated Structures

A sophisticated assessment of risk profiles must consider both the probability of adverse events and
their potential impact. The following analysis employs probability-weighted methodologies to compare

the operational risk characteristics of omnibus and segregated custody structures across multiple risk

dimensions:

Risk Category Omnibus Risk Segregated Risk Comparative
Profile Profile Assessment

Asset P(event): 0.003% P(event): 0.004% Equivalent risk

Misappropriation Loss Given Default: Loss Given Default: profiles with
0.5-2.1% of affected 0.3-1.7% of affected marginally lower
assets assets detection time in
Expected Loss: Expected Loss: omnibus structures
0.00006% 0.00007% due to concentrated

reconciliation
processes.

Operational Error P(event): 0.12% P(event): 0.37% Omnibus structures
Loss Given Default: Loss Given Default: demonstrate
0.05-0.3% of affected 0.04-0.2% of affected superior error
assets assets prevention through
Expected Loss: Expected Loss: automation and
0.00018% 0.00074% standardisation,

reducing error
probability by 68%.

Settlement Failure P(event): 1.3% P(event): 2.7% Omnibus netting
Loss Given Default: Loss Given Default: capabilities
0.01-0.08% of 0.01-0.08% of significantly reduce
affected assets affected assets settlement failure
Expected Loss: Expected Loss: probability;,
0.00058% 0.00122% particularly during

market stress
periods.

Counterparty Default P(event): 0.05% P(event): 0.05% Identical risk profiles
Loss Given Default: Loss Given Default: with regulatory
0-0.3% of affected 0-0.3% of affected protections equally
assets assets effective across both
Expected Loss: Expected Loss: structures.
0.00008% 0.00008%

Liquidity Shortfall P(event): 0.08% P(event): 0.21% Omnibus structures
Loss Given Default: Loss Given Default: demonstrate
0.02-0.1% of affected 0.03-0.15% of superior liquidity
assets affected assets management
Expected Loss: Expected Loss: through pooling
0.00005% 0.00019% effects, reducing

shortfall probability
by 62%.

The quantitative analysis yields several significant conclusions:

Aggregate Risk Equivalent Asset Superior Operational
Reduction Protection Risk Mitigation
The total probability- For risks relating to asset Omnibus structures

demonstrate material
advantages in mitigating

weighted expected loss for
omnibus structures
(0.00095%) is approximately
40% lower than for
segregated alternatives
(0.00159%), demonstrating
material risk reduction
through operational

misappropriation and
counterparty default,
omnibus and segregated
structures demonstrate
equivalent protection
profiles, validating the
effectiveness of regulatory
safeguards irrespective of

operational errors,
settlement failures and
liquidity shortfalls, with
probability reductions of 62-
68% across these categories
due to automation,

account structure.

efficiencies and pooling standardisation and pooling

effects. benefits.

This quantitative assessment provides compelling evidence that properly implemented omnibus
structures not only match the asset protection characteristics of segregated alternatives but deliver
material advantages in operational risk mitigation. These findings align with observed outcomes
during market stress events, where omnibus structures consistently demonstrate superior resilience to
operational pressures.



Conclusion: The Strategic Advantage of
[FB Bank's Omnibus Solutions

The comprehensive analysis presented in this memorandum demonstrates that omnibus custody
structures, when properly implemented with appropriate technological and governance frameworks,

deliver material advantages to institutional investors without compromising asset protection. IFB

Bank's omnibus custody solution represents the culmination of decades of infrastructure development
and operational refinement, offering an optimal balance of efficiency and security.

Unparalleled Financial
Strength

As a Bank working with

Global Systemically
Important Banks (G-SIB)
with Standard & Poor's AA-
credit rating and a Common
Equity Tier 1 capital ratio of
16.8%, IFB Bank provides
our clients with custodian
counterparty security that
exceeds regulatory
requirements by a substa
ntial margin. This financial
resilience underpins our
custody operations and
provides clients with
confidence in our long-term
stability.

Technological
Sophistication

The distributed ledger
custody platform processes
over £4.7 trillion in daily
settlement values with
millisecond

reconciliation capabilities.
This infrastructure enables
real-time position
monitoring, automated
exception management a
nd seamless integration
with client systems
through our award-winni
ng API suite, delivering u
nprecedented operational
transparency.

Global Reach with
Local Expertise

With indirect CSD
memberships in 47 markets
and a network of sub-
custodian relationships
covering an additional 83
markets, our omnibus
custody solution provides
comprehensive global
coverage with local market
expertise. Our dedicated
market specialists ensure
optimal navigation of
jurisdiction-specific
requirements and
settlement practices.

We invite you to engage with our Institutional Custody Team to explore how IFB Bank's omnibus

custody solutions can enhance your operational efficiency whilst maintaining the highest standards of

asset protection. Our dedicated relationship directors can provide a bespoke custody analysis
identifying specific efficiency opportunities within your current arrangements and quantifying the

potential operational and financial benefits of transition.

To arrange a confidential consultation or request our detailed transition methodology paper, please

contact:

Mohammed Fayyad
Head Legal Department
IFB Bank
legal@infiba.com

IFB Bank's 24-hour multilingual client support team is
available to address any immediate queries regarding our
custody capabilities or to facilitate introductions to
appropriate relationship directors in your jurisdiction.



