
CSFI  
C E N T R E   F O R  T H E  S T U D Y  O F  F I N A N C I A L  I N N O V A T I O N 
 
5 DERBY STREET                         TEL: 020 7493 0173 
LONDON W1J 7AB                                                                                 FAX: 020 7493 0190 

Registered Charity Number  1017352  
Registered Office:  Sussex House, 8-10 Homesdale Road, Bromley, Kent BR2 9LZ                                         E-mail:  info@csfi.org.uk                                   
Registered in England and Wales limited by guarantee, Number 2788116                                                               Web: www.csfi.org.uk 

 
Marking to model… Is it the root of the CDO problem? Does it have a future? A 

round-table discussion with John Hitchins (PwC), Richard Thorpe (FSA), Michael 
Thomas (Alliance & Leicester), Gavin Francis (IASB) and Jennifer Hughes (Financial 

Times). To be held Monday, June 2, 2008, from 12:30-2:15pm 
 
An unintended consequence of the growth of the CDO/CLO market, and of high-octane 
structured finance more generally, is an increasing reliance on synthetic pricing. Sexy and 
complex products seldom have a natural market price – and, since many are intended to be 
held to maturity, the issue arises as to how they should be valued on the holding 
institution’s books. The answer seems to be through complex mathematical models that 
may well be as impenetrable to regulators, accountants and senior managers as they are to 
the average PPE graduate. Unfortunately, as the recent financial upheaval illustrates, such 
ersatz prices may have little or nothing in common with the prices that could be achieved in 
a distress sale. 
 
We know all this. But what are the consequences? And what are the alternatives? And how 
sympathetic (or otherwise) are the regulators and the auditors? These are difficult issues, 
and I am very pleased that my colleague Jane Fuller (herself a dab hand in this arcane 
area) has been able to put together a pukka panel: 

- John Hitchins is the leader of PwC’s UK banking and capital markets practice. 
- Richard Thorpe is auditing and accounting sector leader and head of capital 

adequacy policy at the FSA. He also represents the FSA in IOSCO and CESRfin. 
- Michael Thomas is director of group risk at the Alliance & Leicester. 
- Gavin Francis is a director of the IASB, which he joined in 2005 following a career in 

investment banking. His primary responsibility at the IASB is the reporting of 
financial instruments. 

- Jennifer Hughes is financial correspondent at the Financial Times, covering 
accountancy and financial regulation. 

 
Heavy stuff; light touch. If you or a colleague would like to join us for what I am sure will be 
an important discussion, would you please let us know by emailing carla@csfi.org.uk or by 
phoning the Centre (020 7493 0173). As usual, wine and sandwiches will be provided. 
 
Sincerely yours, 
 
Andrew Hilton 
 
 
If you do not want to be included in our circulation anymore, please click here 

 


