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“…the publicity is working, we got two unsolicited
enquiries from big banks, one of which is really big, and
we had a demo last week and will do another next
week with these banks, the publicity of our launch was
the trigger …”
“…our web hits went up by 121% week on week…”
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Spotlight on...
David Puth, CLS
As newly appointed chief executive of CLS, FX industry
veteran David Puth has a job on his hands to expand and
improve the utility’s capabilities, currencies and participation
to take it to where regulators and the industry need it to be.
In his first interview since he started the job in August, he
talks to Kathy Alys about his plans
After a period of substantial change at
CLS, both in terms of its senior personnel
and its strategic direction, newly installed
chief executive David Puth is looking to
take the 10-year-old settlement risk mitigation utility to the next level, with an ambitious goal of doubling its currency coverage over the next decade.
Puth, who spent 19 years of his career at
JP Morgan and was most recently executive
vice-president and head of global markets at
State Street between 2008 and 2011,
described his appointment in August as a
“natural next step” and an opportunity to
deliver the next stage of CLS’s strategy during “one of the most critical times for financial markets” (www.fxweek.com/2198963).
Puth takes the reins from Alan Bozian,
who led CLS through the start of a transformational period as he sought, under
pressure from regulators, to turn CLS into
what he termed last year “an industrial
strength, institutionalised infrastructure”
(www.fxweek.com/2128922). It was an
admirable, but some say expensive, goal
and the end of Bozian’s short stint at CLS
was almost as transformational as his time
there – also seeing the departure of his
chief legal officer James Holdcroft and deputy chief executive Peter Slater, who left
after being appointed group head of operational risk at Standard Chartered (www.

fxweek.com/2169016).
It’s still early days for Puth, who has been
at the helm of CLS for just two months
after chairman Gerard Hartsink bridged
the gap between Bozian’s departure in
April and Puth’s appointment in August
(www.fxweek.com/2216326).
But
his
approach looks so far to be steady and
focused – he says he plans to keep building
at CLS to ensure it has the capacity it needs
for anything the market might throw at it,
but stresses he will do so without overbuilding or overspending.
FX Week: You have a fairly extensive
background in a number of asset classes
prior to joining CLS – can you give an
overview?
David Puth (DP): I’ve managed most
businesses in the liquid markets area – interest rate derivatives, emerging markets, commodities, some equities, and a number of
different fixed-income businesses. But there
has been one constant throughout my
career, and that’s foreign exchange. I started
at a small operation on an FX dealing desk,
moved on to manage the FX business at
what was then Chemical Bank, and then
took on the other businesses over time.
I left JP Morgan in 2007 after 19 years to
build a business that advised companies on
risk management – this included private

equity firms, quasi-government entities,
individuals and some alternative asset firms.
I had a very full career at the bank but felt
that I wanted to try something new.
FX Week: CLS is under a lot of pressure
to expand its currency coverage, but no
currencies have been added since 2008.
When will that change?
DP: It is an ongoing mission for CLS to
expand its currency programme. Today,
we manage 17 currencies around the
globe. Speaking aggressively about where
we could take that, it would seem very
possible that we can double that number
of currencies over the course of the next
10 years. We’re in discussions with a
number of countries, notably Brazil,
Chile, Thailand, Russia and China – I
wouldn’t necessarily say they are a higher
priority for us than others, but those are
all currencies where the discussions are
well under way. I wouldn’t want to put a
timeframe on any individual currency
because of the complexities involved.
There will always be meaningful breakthroughs at a certain point in time that
will accelerate the process. It’s very much
country-dependent, and we’re working
hard with each of these countries.

©2012 INCISIVE MEDIA. ALL RIGHTS RESERVED. USED BY PERMISSION. FIRST PUBLISHED IN FX WEEK ON OCTOBER 22, 2012

Journal of Payments Strategy & Systems Volume 7 Number 2

Papers
The ten-year evolution of CLS: Enhancing
financial stability and mitigating foreign
exchange settlement risk
Gerard Hartsink
Received: 6th February, 2013
CLS Group Holdings and CLS Bank International, Financial Square, 32 Old Slip, 23rd Floor,
New York, NY 10005, USA.
Tel: +1 212 943 2290; Fax: +1 212 363 6998; e-mail: ghartsink@cls-bank.com

CLS Group completes £160m fundraising
2 December 2013
Gerard Hartsink

By Philip Stafford
CLS Group has completed a £160m fundraising after the world’s main service for settling foreign exchange deals
was forced to turn to shareholders for cash by tough new capital regulations.
The group, regulated by the Federal Bank of New York but with its headquarters in London, asked its 75 bank
shareholders for fresh funds to meet new rules for key markets infrastructure. It also wants to bolster its technology
to cope with a rapid increase in settlement instructions in recent years.
The fundraising was driven by new principles agreed by global regulators to enable systemically-important financial
institutions to withstand severe trading shocks and dislocations. CLS settles the large majority of the global forex
market, worth a notional $5tn a day. While it survived the aftermath of the collapse of Lehman Brothers, the European
Central Bank said some market participants suffered backlogs and delays to receipt of payment notifications in the
wake of the US flash crash of 2010.
Unlike other markets, the vast majority of foreign exchange trades do not pass through a centralised risk
management platform, like an exchange or a clearing house. CLS was set up a decade ago to help mitigate against
foreign exchange settlement risk, in which a bank may lose the amount it pays out in a transaction when a
counterparty defaults. The issue was most graphically highlighted in the 1970s by the failure of Germany’s Bankhaus
Herstatt.
The tougher new principles were laid out by the Committee on Payment and Settlement Systems (CPSS) and the
International Organisation of Securities Commissions (Iosco), which represents the world’s central banks. They have
been adopted in many of the jurisdictions in which CLS is designated, including in the US.
The group said the net proceeds of £160m would also be used to restructure its balance sheet and upgrade its
technology. The group has faced a rapid increase in the number of settlement instructions for processing and in
August processed nearly 3m instructions in a single day, more than double the amount it received at the height of the
financial crisis. It also wants to add more emerging markets currencies to the 17 currencies it already settles.
CLS’s 75 bank shareholders were offered the shares on a pro-rata basis and the majority took up the offer.
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Gerard Hartsink has been the Chairman of the
Board of CLS Group Holdings and CLS Bank
International since 2007 and a member of both
boards of directors since 2002. He has considerable experience in the payments industry. Until
recently, he was Chairman of the European
Payments Council, a board member of
LCH.Clearnet Group, and a board member of
the Society for Worldwide Interbank Financial
Telecommunication (SWIFT). Gerard has had an
extensive career at ABN AMRO, most recently
as Senior Executive Vice President. During his
banking career, he held several managerial roles
in the payments and securities industry, including sales, product management, information
management, operations and market infrastructures. He holds masters’ degrees in political
economy (University of Amsterdam) and law
(Free University, Amsterdam).

ABSTRACT
Foreign exchange (FX) is the world’s most global
and liquid asset class, with its efficiency as a
market derived in part from the effective management of risk.Within this broad category, it is settlement risk that is the most significant risk faced
by the FX industry, the same specific concern that
led directly to the creation of CLS in 2002.
Over the last ten years, CLS has seen a significant change in terms of what the market requires

of it. Arguably, this is most visible in the FX volumes that CLS settles, the number of members
and currencies, and the rise in third-party participation. CLS now has 63 Settlement Members,
and settles in 17 currencies, compared with 39
Settlement Members and seven currencies at
launch. Since the 2008 financial crisis, thirdparty participation in CLS has expanded: it now
has more than 9,000 active third parties. At
launch, CLS planned for daily settlement volumes of 45,000; in January 2013, it saw a
record volume of nearly 2.6 million instructions
settled in a day. CLS is an example of how
financial market participants have cooperated to
mitigate settlement risk in the FX market, with
the result that it settles on average between
US$4.5 and 5 trillion every working day.
Keywords: CLS, PVP, finality, payments,
Real-time Gross Settlement, rulebook,
Committee on Payment and Settlement
Systems, oversight
INTRODUCTION
With trillions of dollars’ worth of trades
being executed each day, the foreign
exchange (FX) market is of critical importance to the global economy. FX is the
world’s most global and liquid asset class,

