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Status quo – is enough enough?

Key drivers & observations

We run market, liquidity and credit risk with our clients on a consolidated figure basis calculated alongside with state of 
the art uniform methods and models – but we maintain for  products and transactions creating market and 
counterparty risk different fragmented Master Agreements.

Best practice in the international capital markets (see i.e. "Counterpart Risk Management Policy Group II, Towards 
Greater Financial Stability") is to mitigate counterparty risk by entering into Master Agreements and supplementing 
margin provisions to the largest possible and legally enforceable extent.

Close-out netting and margining provisions are standard for any given Master Agreement template as of today.

A prudent and sound liquidity management is of paramount importance. Thus, margining across asset classes might 
turn out to be a trigger and the best way to avoid what is perceived as a contingent threat in case of liquidity crunches

Given the gained importance of margining provisions associated with such master agreement it is key to have cross 
product netting and cross margining provisions effectively running and being enforceable in times of stress. 

Whilst originally independent organizations promoted the emergence and development for their clientele (and the 
respective products) is appears to be time to concentrate activities beyond individual interests
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Pros & Cons

single opinionfor each Master needed and 
in addition for the Master-Master

multiple legal opinions to be 
up-dated – high cost

Maintenance of Legal 
Opinions

yesyes, translation needed – in 
some jurisdictions 
Master-Master concept 
not recognized

yesEnforceability in Courts 
and eligibility in 
administrative regulatory 
proceedings  

yes without limitationonly within the international 
context

yes, providing national 
fragmentation

Acceptance in regional & 
domestic markets

one – stop approachto be done individuallyto be done individually, 
burdensome in case of 
amendments, mergers etc.

Ready to up-date and 
open for amendments

single but opt-out for 
segregated calculation

segregated but open for cross 
calculation

segregatedMargining and Collateral

uniformadjusted differentNotice &Grace  Periods

uniformadjusted, Cross default need 
complex hierarchy 

differentTermination Clauses

uniformadjusteddifferent Valuation Methods

both national & 
international

only within the international 
markets

International, regional and 
domestic compete

Usage & coverage

Global Master AgreementMaster-Master /Bridge SolutionMultiple Product Specific Master 
Agreements
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Conclusion

The EMA is the living proof to implement different legal concepts in one single contractual framework

Create a documentation structure which follows such concept and adopt its multi lingual, multi jurisdictional approach 
which is simple, cost efficient and a flexible approach to add new products of whatsoever kind and nature.

combine Industry organization approaches, built on tested and market standards.

Elaborate technical and systematic alternatives for a smooth migration 

In doing so reduce liquidity-, counterparty- and operational risk including basis risk with the vision to provide a 
comprehensive solution to cater for a truly all-in risk mitigation tool

support and incentives by and from regulators / supervisory authorities appreciated and needed
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Disclaimer

The information in this publication is based on carefully selected sources believed to be reliable but we do not make any representation as to its accuracy or completeness. Any opinions herein reflect our judgement at the date hereof and are 
subject to change without notice. Any investments discussed or recommended in this report may be unsuitable for investors depending on their specific investment objectives and financial position. Any reports provided herein are provided for 
general information purposes only and cannot substitute the obtaining of independent financial advice. Private investors should obtain the advice of their banker/broker about any investments concerned prior to making them. Nothing in this 
publication is intended to create contractual obligations on any of the entities composing UniCredit Markets & Investment Banking Division which is composed of (the respective divisions of) Bayerische Hypo- und Vereinsbank AG, Munich, 
Bank Austria Creditanstalt AG, Vienna, and UniCredit S.p.A., Rome.
Bayerische Hypo- und Vereinsbank AG is regulated by the German Financial Supervisory Authority (BaFin), Bank Austria Creditanstalt AG is regulated by the Austrian Financial Market Authority (FMA) and UniCredit S.p.A. is regulated by 
both the Banca d'Italia and the Commissione Nazionale per le Società e la Borsa (Consob).

Note to UK Residents:
In the United Kingdom, this publication is being communicated on a confidential basis only to clients of UniCredit Markets & Investment Banking Division (acting through Bayerische Hypo- und Vereinsbank, London Branch ("HVB London") 
and/or UniCredit CAIB Securities UK Ltd. and/or UniCredit CAIB UK Ltd.) who (i) have professional experience in matters relating to investments being investment professionals as defined in Article 19(5) of the Financial Services and Markets 
Act 2000 (Financial Promotion) Order 2005 ("FPO"); and/or (ii) are falling within Article 49(2) (a) – (d) ("high net worth companies, unincorporated associations etc.") of the FPO (or, to the extent that this publication relates to an unregulated 
collective scheme, to professional investors as defined in Article 14(5) of the Financial Services and Markets Act 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001 and/or (iii) to whom it may be lawful to 
communicate it, other than private investors (all such persons being referred to as "Relevant Persons"). This publication is only directed at Relevant Persons and any investment or investment activity to which this publication relates is only 
available to Relevant Persons or will be engaged in only with Relevant Persons. Solicitations resulting from this publication will only be responded to if the person concerned is a Relevant Person. Other persons should not rely or act upon this 
publication or any of its contents. 
The information provided herein (including any report set out herein) does not constitute a solicitation to buy or an offer to sell any securities. The information in this publication is based on carefully selected sources believed to be reliable but 
we do not make any representation as to its accuracy or completeness. Any opinions herein reflect our judgement at the date hereof and are subject to change without notice. 
We and/or any other entity of the UniCredit Markets & Investment Banking Division may from time to time with respect to securities mentioned in this publication (i) take a long or short position and buy or sell such securities; (ii) act as 
investment bankers and/or commercial bankers for issuers of such securities; (iii) be represented on the board of any issuers of such securities; (iv) engage in "market making" of such securities; (v) have a consulting relationship with any 
issuer. Any investments discussed or recommended in any report provided herein may be unsuitable for investors depending on their specific investment objectives and financial position. Any information provided herein is provided for 
general information purposes only and cannot substitute the obtaining of independent financial advice. 
HVB London is regulated by the Financial Services Authority for the conduct of investment business in the UK as well as by BaFIN, Germany. UniCredit CAIB Securities UK Ltd., London, and UniCredit CAIB UK Ltd., London, two subsidiaries 
of Bank Austria Creditanstalt AG, are authorised and regulated by the Financial Services Authority.
Notwithstanding the above, if this publication relates to securities subject to the Prospectus Directive (2005) it is sent to you on the basis that you are a Qualified Investor for the purposes of the directive or any relevant implementing legislation 
of a European Economic Area ("EEA") Member State which has implemented the Prospectus Directive and it must not be given to any person who is not a Qualified Investor. By being in receipt of this publication you undertake that you will 
only offer or sell the securities described in this publication in circumstances which do not require the production of a prospectus under Article 3 of the Prospectus Directive or any relevant implementing legislation of an EEA Member State 
which has implemented the Prospectus Directive.

Note to US Residents:
The information provided herein or contained in any report provided herein is intended solely for institutional clients of UniCredit Markets & Investment Banking Division acting through Bayerische Hypo- und Vereinsbank AG, New York Branch 
and UniCredit Capital Markets, Inc. (together "HVB") in the United States, and may not be used or relied upon by any other person for any purpose. It does not constitute a solicitation to buy or an offer to sell any securities under the Securities 
Act of 1933, as amended, or under any other US federal or state securities laws, rules or regulations. Investments in securities discussed herein may be unsuitable for investors, depending on their specific investment objectives, risk tolerance 
and financial position. 
In jurisdictions where HVB is not registered or licensed to trade in securities, commodities or other financial products, any transaction may be effected only in accordance with applicable laws and legislation, which may vary from jurisdiction to 
jurisdiction and may require that a transaction be made in accordance with applicable exemptions from registration or licensing requirements.
All information contained herein is based on carefully selected sources believed to be reliable, but HVB makes no representations as to its accuracy or completeness. Any opinions contained herein reflect HVB's judgement as of the original 
date of publication, without regard to the date on which you may receive such information, and are subject to change without notice. 
HVB may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in any report provided herein. Those reports reflect the different assumptions, views and analytical methods of the 
analysts who prepared them. Past performance should not be taken as an indication or guarantee of further performance, and no representation or warranty, express or implied, is made regarding future performance. 
HVB and/or any other entity of UniCredit Markets & Investment Banking Division may from time to time, with respect to any securities discussed herein: (i) take a long or short position and buy or sell such securities; (ii) act as investment 
and/or commercial bankers for issuers of such securities; (iii) be represented on the board of such issuers; (iv) engage in "market-making" of such securities; and (v) act as a paid consultant or adviser to any issuer.
The information contained in any report provided herein may include forward-looking statements within the meaning of US federal securities laws that are subject to risks and uncertainties. Factors that could cause a company's actual results 
and financial condition to differ from its expectations include, without limitation: Political uncertainty, changes in economic conditions that adversely affect the level of demand for the company‘s products or services, changes in foreign 
exchange markets, changes in international and domestic financial markets, competitive environments and other factors relating to the foregoing. All forward-looking statements contained in this report are qualified in their entirety by this 
cautionary statement.

UniCredit Markets & Investment Banking Division
Bayerische Hypo- und Vereinsbank AG, Munich; Bank Austria Creditanstalt AG, Vienna and UniCredit S.p.A., Rome
as of 06 June 2008


