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Anticipated acquisition by Deutsche Bank AG of the depositary and 
clearing centre business of JP Morgan Chase Bank N.A. 
 
The OFT's decision on reference under section 33(1) given on 31 March 2006. 
Full text of decision published 11 April 2006. 
 

 
Please note that square brackets indicate figures or text which have been deleted or 
replaced with a range at the request of the parties for reasons of commercial 
confidentiality. 
           
PARTIES 
 
1. Deutsche Bank AG (DB) is a financial services group active in corporate banking, 

investment banking, securities transactions and asset & wealth management. 
Through its Trust & Securities Services business, DB provides issuing and paying 
agent (IPA) services in respect of EuroCommercial Paper (ECP) and other short 
and medium term debt financial instruments as well as trustee services, agency 
services, depositary services, and special purpose vehicle management in respect 
of a wide range of financial instruments and services. 

2. JPMorgan Chase Bank N.A. (JPMC) is a financial services group active in 
investment banking, financial services for consumers and businesses, financial 
transaction processing, asset & wealth management and private equity. Through 
its Depositary and Clearing Centre (DCC) business, the target of the acquisition, 
JPMC provides IPA services, custody services, Euroclear depository services and 
clearing services in respect of London Certificates of Deposit (London CDs). 
Through another business centre, which is not being acquired, JPMC provides IPA 
services in respect of EuroCertificates of Deposit (ECDs) and ECP as well as 
custody services in respect of ECP. DCC's turnover in the UK for 2004 was £ [ ] 
million. 

 
TRANSACTION 
 
3. The transaction involves the acquisition by DB of the DCC business of JPMC. DB 

is not acquiring the JPMC business that provides IPA services in respect of ECDs 
and ECP as well as custody services in respect of ECP. The acquisition is 
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structured as an asset sale, including client contacts and relationships; 
operational/technology platform; and employees.   

 
4. On 13 January 2006 the parties notified the proposed acquisition to the OFT. The 

administrative timetable commenced on 6 March and will expire on 28 April.  
 
JURISDICTION 
 
5. DB and DCC will cease to be distinct as a result of these arrangements. The OFT 

believes that the share of supply test set out in section 23 of the Enterprise Act 
2002 (the Act) is met with regard to the supply in the UK of IPA services in 
respect of short-term debt financial instruments1 and, therefore, it is or may be 
the case that a relevant merger situation will be created.   

 
RELEVANT MARKET 
 
6. The parties overlap in the provision of IPA services in respect of short-term debt 

financial instruments in the UK. Whilst DB is active in the supply of IPA services in 
respect of ECP, DCC only supplies IPA services in respect of London CDs.  

 
7. There is no direct UK overlap between the parties in the provision of custody, 

depositary and clearing services. Whilst DCC provides these services in respect of 
CDs, DB is not active in this segment in the UK.  

 
Parties' products 
 
8. DB submits that short-term debt comprises the following financial instruments: 

ECP; ECDs and short-term notes (STN's); and London CDs.  
 
9. Trading of the above financial instruments is comprised of four stages: 
 

• IPA services: consist of the issuance by a financial institution2 (the agent) of 
financial instruments in order to raise funds on behalf of a business (the 
issuer); the settlement, comprising the payment of the purchase proceeds to 
the issuer and the delivery of the financial instrument to the purchaser (the 
investor); and daily administration including receiving funds from the issuer 
and disbursing the principal and interest payments to the investor. Issuers 
may appoint separate agents for different financial instruments depending on 
their funding strategies.   

  

                                         
1 DB estimate that its share of supply post-merger in the UK will amount to [20-30] per cent.  
2 Financial institutions include banks, broker dealers, financial intermediaries, and building 
societies. 
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• Custody services: involve the holding of the instruments in safekeeping for 
the investor, either in physical form or within a securities settlement 
system/central securities depositary. 

 
• Depositary services: involve a book entry settlement system that allows for 

the reduction in the number of physical movements of the instruments.  
 

• Clearing services: involve the delivery in book entry form of the financial 
instruments on a delivery versus payment basis. It also includes the physical 
receipt and delivery of financial instruments from and to external 
counterparts. 

 
10. CDs are short-term debt financial instruments issued by a financial institution in 

British pounds (GBP), European Euros (EUR) and US dollars (USD) as well as in a 
small range of other currencies. CDs can be classified into: 

 
• London CDs are issued in the London Money Market by authorised financial 

institutions under the standard terms and conditions outlined by the Bank of 
England. They are issued directly to the investors via CREST as registered 
Electronic Dematerialised Securities (EDS), or in bearer form to be held by the 
owner; payable and tradable in London; and cleared and settled through 
CREST or DCC.3  

 
• ECDs are issued under a documented issuance programme in Global note form 

through named dealers; and deposited, cleared and settled through Euroclear 
and Clearstream.4  

 
 
11. ECP is short-term debt issued in the main by corporates and financial institutions 

(mainly non-UK based). ECP is issued in a wide variety of currencies including 
GBP, Swiss Francs (CHF), Japanese yen (JPY) and EUR. ECP is cleared and 
settled through Clearstream and Euroclear. ECP is generally not used to finance 
long-term investments but rather for purchases of inventory or to manage working 
capital. However, some issuers repeatedly roll over ECP and thereby effectively 
achieve longer term funding.  

 
Product focus 
 
12. DB submits that there is such significant differentiation between London CDs on 

the one hand and ECP on the other that the provision of IPA services in respect of 
these financial instruments (both from the supply side point of view and the 

                                         
3 CREST is the settlement system for UK and Irish securities. 
4 Clearstream and Euroclear are the international clearance and securities depositaries. 
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demand side point of view), cannot be said to be part of the same market. In 
particular, they target different geographic markets; different issuers and market 
sectors; and are issued through different settlement infrastructure and processes.  

 
13. Most third parties agree with this view. On the demand side, most issuers did not 

consider London CDs to be substitutable for ECP and confirmed they would not 
change agent as a result of a 5-10 per cent increase in the provision of IPA 
services in respect of one of the above financial instruments.  

 
14. Most agents and one issuer did suggest that there may be potential to substitute 

CDs or ECP for cash, STN's, medium term notes (MTN's), domestic commercial 
papers or eligible debt securities (this last for corporate issuers only). However, 
most issuers did not consider the above financial instruments substitutable. In the 
light of the above, the extent to which other financial instruments are likely to be 
substitutes is unclear.  

 
15. Issuers agree that it would be easy to switch away from one agent to another due 

to the insignificant costs involved (e.g. costs of drafting new contracts). Securing 
the funds at the lowest overall price would govern their issuance decision. IPA 
charges would thus be secondary to the cost of the funds.  

 
16. On the supply side, most agents agree that it would be relatively easy for them to 

expand the provision of IPA services in respect of one financial instrument to 
another type of financial instrument (e.g. from London CDs to ECP or vice versa). 
However, they point out that due to low commission charges, this would only be 
of commercial interest if high issuance volumes could be generated. 

 
17. The OFT considers that it is not necessary to reach a final view on the scope of 

any relevant frame of reference because, even when considered on a narrow 
disaggregated basis, no competition concerns arise. For completeness, we 
considered share of supply data in relation to the provision of IPA services in 
respect of (i) both London CDs and ECP together in the UK; (ii) all short-term debt 
financial instruments (including London CDs and ECP) globally; (iii) all debt 
financial instruments globally. 

 
Geographic focus 
 
18. DB submits that the geographic frame of reference for IPA services in respect of 

CDs and ECP is distinct. While CDs are only issued by London-based financial 
institutions to the London Money Market, ECP is issued internationally with UK 
financial institutions representing a very small share of the customer base. Third 
parties agree with this view. 
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19. For the purposes of analysing the competition effects of this case, the OFT has 
considered the geographic frame of reference for the provision of IPA services in 
respect of CDs to be the London Money Markets; the geographic frame of 
reference for the provision of IPA services in respect of ECP is wider and is most 
likely to be EEA-wide if not global.  

 
HORIZONTAL ISSUES 

 
20. In the event that the provision of IPA services for London CDs and ECP should be 

considered distinct frames of reference, there would be no overlap between the 
parties' activities and therefore no competition concerns would arise.  

 
21. For completeness, the parties have provided the OFT with estimates of their 

combined share of supply for the provision of IPA services in respect of both 
London CDs and ECP in the UK, all short-term debt financial instruments settled 
through Euroclear and Clearstream and all debt financial instruments settled 
through Euroclear and Clearstream.  

 
22. If London CDs and ECP are considered together, DB's share of supply by number 

of issuers post-merger will be [20-30] per cent in the UK. If all short-term debt 
financial instruments are considered together, DB's share of supply by value post-
merger will amount to [20-30] per cent globally. For IPA services for all short-term 
and long-term debt, DB's share of supply by number of issuers post-merger will 
amount to [10-20] per cent globally.  

 
23. DB has not been able to source complete share of supply figures for competitors. 

However, there is evidence that post-merger DB will be constrained by other large 
active agents, such as Bank of New York Company, Inc; HSBC Holding plc; 
Citigroup Inc; as well as JPMC. In addition, [ ], a large competitor in the securities 
industry, has confirmed that it would be easy to start providing IPA services.  

 
Barriers to entry 
 
24. All third parties confirm that barriers to entry are low.  
 
Buyer power 
 
25. Most issuers are large international companies with strong power to negotiate IPA 

service charges. 
 
VERTICAL ISSUES 
 
26. No vertical concerns arise as a result of this merger.  
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THIRD PARTY VIEWS 
 
27. Third parties were unconcerned about this merger.  
 
ASSESSMENT 
 
28. DB and DCC overlap in the provision of IPA services in respect of short-term debt 

financial instruments. Whilst DB is active in the supply of IPA services in respect 
of ECP, DCC only supplies IPA services in respect of London CDs.  

 
29. Regardless of the relevant frame of reference used, DB's share of supply post-

merger will not be higher than [20-30] per cent in the UK. This share does not 
raise any issues given that other suppliers remain, barriers to entry are low, 
issuers exercise a considerable degree of buyer power and all third parties were 
unconcerned. 

 
30. Consequently, the OFT does not believe that it is or may be the case that the 

merger may be expected to result in a substantial lessening of competition within 
a market or markets in the United Kingdom.  

 
DECISION 
 
31. This merger will therefore not be referred to the Competition Commission under 

section 33(1) of the Act. 
 
 
 
 
 
 
 


