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Government Securities Clearing Corporation (GSCC) 

clears and settles a broad range of U.S. Government 

securities transactions for brokers, dealers, banks and 

other financial institutions involved in this dynamic 

marketplace. These transactions include buy/sell and 

repurchase agreement transactions in, and original 

auction purchases of, Treasury bills, bonds, notes, 

zero-coupon securities, Government Agency Securities 

and inflation-indexed securities. By providing highly 

sophisticated, fail-safe automated trade comparison, 

netting and settlement processing services, GSCC 

ensures the timely, accurate and cost-efficient com

pletion of transactions for more than 100 member 

firms and the more than 400 correspondent firms that 

clear through these members. GSCC's risk-manage

ment process provides stability to the marketplace 

and our participants by minimizing the risks arising 

from the process of clearing and settling Government 

securities. Established by National Securities Clearing 

Corporation (NSCC), GSCC is a clearing agency 

registered with, and regulated by, the Securities and 

Exchange Commission. Owned primarily by its mem

bers, GSee is guided by a Board of Directors that 

reflects the organization's membership; it includes 

representatives from the large community of dealers, 

brokers and other financial entities that trade in or 

clear U.S. Government securities. 
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G LAN C E 
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(dollars ill Irilliol15) 

GSCC's total doll a r va lue o f trades 

($213.5 trillion compared and 

$208.9 trillion netted in 1998) 

has grown even more significan tl y 

than th e number of transaction s in th e 

last 10 yea rs, underscoring GSCC's 

rol e in bringing certainty and 

risk management to th e marketplace . 

AVERAGE DAILY DOLLAR VALUE OF TRADES AND OBLIGATIONS 
(d() lIars ill billioll5) 

GSCC's average daily 

do ll ar va lue of trades and 

obli ga ti o ns, which have 

grown significantl y in 

recent years, correspond 

to marketplace trends. 

Increasingly, what was 

once pea k volume one 

yea r has become the 

ave rage vo lume in a 

subsequent year. 
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< Please lift 

TO OUR PARTICIPANTS 

For 10 years, you have entrusted the Government Securities Clearing Corporation 

(GSCC) with your post-trade processing of trillions of dollars annually in Government secu

rities and financing transactions. And we have kept that trust. 

We take very seriously our role to make a critical difference to participants by meet

ing your requirements for order, stability, capacity and guaranteed settlement in your business 

transactions - no matter how volatile the marketplace may get. 

In 1998, one of the most turbulent years ever for markets worldwide, GSCC posted 

record increases in both the number and value of U.S. Government securities processed -

without any disruption of service. Total volume for the year rose to 11.2 million transactions, 

and the dollar value of these transactions rocketed to over $213 trillion from $149 trillion in 

1997. To provide perspective, GSCC's total dollar value of securities processed far surpasses 

that of the New York and American Stock Exchanges, and Nasdaq combined, which amount

ed to over $13.3 trillion in 1998. 

Just as important to members, GSCC systems and risk management policies held 

steady as we processed 27 peak volume days of over $1 trillion in 1998, including our new 

volume record for a single day of almost $2.8 trillion. In comparison, 1997 saw 11 days when 

volume exceeded $1 trillion, including the peak volume day of $1.9 trillion. 

Since our beginning, we have been committed to responding to shifts in the market

place by continually exploring new ways to offer cost-effective and quality services to our 

growing membership base. GSCC's internal analysis has estimated that our services provided 

$399 million to the industry in opportunity benefits in 1998, including dollars and transac

tions eliminated, term repos carried, and repo balance sheet offset. 

A Decade Enhancing Trading Opportunities It has been 10 years since GSCC went 

live with the first of our services, implementing the trade comparison system for cash market 

transactions, followed by the netting system in 1989. Today, on an average daily basis, net

ting eliminates four out of five securities settlement obligations. 

Innovation and responsiveness are among our hallmarks at GSCc. During our 

ga 
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TOTAL NUMBER OF TRANSACTIONS COMPARED AND NETTED 

• Call/pared . In-llel 

TOTAL DOLLAR VALUE REDUCED FROM NETTING 
(dollars ill Irilliolls) 

Through nerring, GSCC 

is a bl e to reduce the to ta l 

do ll ar va lue of pa rti cipants' 

obliga tions-some $ j 46 

trilli on in 1998-requir ing 

fin ancia l settlement, 

a significant factor in 

red ucing risk. 
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During 10 yea rs o f operati on, 

th e tota l number o f 

transacti ons compared and netted 

for pa rticipants have 

increased more th an sixfo ld. 

TOTAL DOLLARS SETTLED 
(do llars ill Irilliolls) 

GSCC's settl ement of to ta I 

do ll ars a fter netting- which 

zoomed to $62.7 trillion 

in 1998 from $700 billion 

a decade ago-helps 

dea lers and brokers complete 

effi cient payment of 

settlement obliga ti ons 

via the Fed Wire. 



Average Daily Dollar Value 

of Repo Trades 

(dol/drs in bil/iolls ) 

• COli/pared • I II-lief 

Average Daily Dollar Va lue 
of Term Repo Trades 
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10 yea rs of o peration , we have wo rked close ly w ith an expanding number of pa rtic ipa nts, 

our Board of Directors, a nd industry orga ni za ti o ns to address the cha nging la ndsca pe o f 

post-trade p rocessing. 

We have ma rk ed ma ny milestones, such as extending the scope of the netting sys

tem to encompass a ll fo rwa rd -settling trades o f netting members, as well as encompassing 

qua rterl y Treasury refunding within the net fo r the fi rst time. 

Providing Repo Services Other signifi cant mil estones have involved GSCC's 

increasing va riety of services fo r the fas t-growing repu rchase agreement (repo ) segment o f the 

marketpl ace, which we first introduced in 1995 with the automated netting and gua ra nteed 

settl ement of the cl ose legs of ove rnight and term repos . Since then, we have added new repo 

fea tures each yea r, including blind-bro kered repos (ena bling dea lers to execute repos on an 

an onymo us bas is thro ugh interdea ler bro kers); repo-to-maturity a nd a utomated co ll a tera l 

substitutio n se rvices (w hich furth er expand the num ber and va ri ety of repos eligible fo r com

pa ri son and netting); and forwa rd starting, genera l co ll a teral repos and spec ials (which are 

netted a nd gua ranteed from their date o f execution ). 

In 1998, we ro ll ed out the new Genera l Co ll a tera l Fin ance (GCF) Repo service, 

w hich a llows dea lers to trade genera l colla tera l repos without requiring intra-day, trade-fo r

trade settl ement o n a DeJi ve ry-versus- Paym ent (DVP ) bas is. Guided by o ur Repo 

Impl ementa ti on Committee a nd develo ped in pa rtnership w ith o ur clea ring banks, GCF 

Repo signifi es a maj o r change in the way fin ancing transacti o ns are p rocessed. It utili zes 

Bro ker-Assisted Compa ri son (w hic h p rocesses data , initi a ll y, based solely on bro ker input) 

a nd represents an ea rl y sta rt o n rea l-time, interacti ve trade p rocess ing a t GSCc. 

C lea rl y o ur repo services a re address ing the grea t needs for liquidity a nd ba lance

sheet relief necessa ry to fac ilita te additi ona l co ll a tera li zed tradin g. In fact, repo m arket trans

acti ons repl aced bu y/se ll tra nsacti o ns in 1998 as the biggest dri ver behind GSCC's jump in 

do ll a r vo lume o f trades processed, acco unting for 61 percent o f the vo lume. 

Building Year 2000 Readiness In 1998, GSCC continued its wo rk o n the Yea r 

2000 (Y2K ) pro ject. Substanti a ll y a ll o ur pa rtic ipants have completed the required fo ur-day 

applica ti o ns testing with us. 



Responding to Key Growth Drivers Whi le supporting our day-to-da y business 

rema ins o ur centra l objective, GSCC is moving a head with a se ri es of long- range initia ti ves 

tha t address ma jo r fin ancia l services trends. These include: 

Real-Time Processing With markets increasingly fast-paced a nd globa l, we ' re 

pushing hard on an initiati ve to develop rea l-time, interacti ve processing capa bilities to 

ena ble transactions to settle thro ugh GSCC o n the sa me da y th ey are executed . 

We la id the fo undation fo r this initiative in ] 998, as we bega n work to provide same

day settlement services for repo sta rt legs . This project includes esta blishing an automated clea r

ing bank link; building a new Part icipant Network Access facility; and drafting an interactive 

trading specification that a llows participants to submit trades and receive trade information in 

real time and supplements the terminal functi ona lity with a Web-based user interface. 

Globalization of the Marketplace A majo r area of concentration in 1999 IS our 

European sovereign debt initia tive. In direct response to growing industry demand for a centra l

ized netting system for Euro-denom inated sovere ign debt securities, GSCC, Euroclear, and the 

Euroclear Operator, Morgan Gua ranty Trust Company of New Yo rk, Brussels office, agreed in 

March 1999 to develop netting serv ices for cash and repo trades in the sovereign debt markets. 

Our goa l in thi s collabora ti ve effort is to design th e most efficient and cost-effecti ve 

nettin g services possible to redu ce costs and cou nterpa rty risk for participants and to max i

mi ze balance-sheet offset. 

The pro posed serv ice would initi a lly include trade capture, compar ison, netting by 

novation, risk management, and reporting for re po and cash trades in European gove rnment 

debt issues denomin ated in Euros. Services might eventua ll y be expanded to include other 

instruments, as well as multipl e currenci es. 

Harnessing People Power None of o ur processing and technological successes 

would be poss ib le without an outstanding infrastructure of systems, facilities and , above a ll, th e 

exceptiona l people we have at GSCc. We have a tightl y- knit team of 54 people (who are pic

tured throughout this report), w ith proven expertise and ta lents in post-trade processing and a 

broad unders tandi ng of the U.S. Government securiti es marketpl ace . Their efforts, in turn , a re 

suppo rted by the Securiti es Industry Automation Corporation (SlAC), o ur fa cilities manager. 

GSCC's sta ff mainta ins close ongoing communications not o nl y with part icipants, 

but a lso w ith industry, adviso ry and regulatory orga ni za ti o ns. We also benefit from th e con

siderab le experience of o ur Board o f Directors who a re hands-on ope rations, techn o logy a nd 

business managers of dea lers, brokers and clea ring agent banks invo lved in the U.S . 

Govern ment securi ti es marketp lace. They provide direct " workplace" input and eva luati o ns 

fo r o ur stra tegi es and risk-management acti viti es. 

Managing an Outstanding Future GSCC enters our second decade and the eve of 

the nex t mill ennium with a strong portfolio of employee talent, business opportunities, mar

ketin g resources, a nd tremendous mo mentum. As we loo k a head, whether the cha llenges 

come from "ordinary" or "extraord inary" trad ing da ys, we will strive to make th e definin g 

difference in how pa rticipants sa fely a nd effi c ientl y conduct th eir post-trade business in U.S. 

Gove rnm ent securiti es process ing. 

Dani el O. M inerva 
Chairm an of the Boa rd 

C\JJ)~ 
David M. Kell y 
Vice Chairman 

Sa l Ri cca 
President and Chief 
Operating Officer 

Total Balance Sheet Benefit 
(do llars ill lIIillio lls) 

Peak Volume Day 
(do llars ill trilliolls) 

• III- Net • O bligatio lls 

Nettillg Factor 88.8% 

250 

200 

150 

100 

50 

3.00 

2.50 

2 .00 

1.50 

1.00 

0 .50 

Average Coupon Dollars 
Passed at Quarterly Refund ing 
(do llars ill billiolls) 

• Cross .$ • Net S 

1997 Nettillg Factor 83 .3 % 

1998 Nettil1g Factor 9~.4 "10 

25 

20 

15 

10 

5 

5 



Managing Director, Goldman, Sachs & Co. 
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