apital Markets
CRC Limited

Annual Report
1 July 2011 to 30 June 2012

Established and supported under the
Australian Federal Government’s
Cooperative Research
Centres Program

Page I

apital Markets
CRC Limited

Centre Objectives
The Capital Markets Cooperative Research Centre (CMCRC) was established to assist the
development of Australia’s capital markets and, in turn, Australia’s financial centre aspirations. The
CMCRC provides:


Technology solutions to serve as the backbone infrastructure for local, regional and
global capital markets. The focus of the CMCRC is on developing solutions in the areas of
investment decision making and market surveillance.



Technology in context – research that addresses the interaction between technology
and four other key elements of capital markets: regulation, information, financial
instruments and participants.



Human capital development programs capable of sustaining financial market
innovation. There is a widely held view that Australia is falling behind other countries in
educational investment in information technology. The CMCRC seeks to help resolve this
problem, particularly at the intersection of finance and information technology.

Vision
Technology innovation in capital markets has the potential to significantly impact the wealth of
market participants and the economy as a whole.
Our vision is to assist this wealth creation process by creating and promoting technologies that
increase the efficiency and integrity of capital markets locally and globally.
Benefiting from Australia’s position as an early innovator in the security markets technology
domain, the CMCRC seeks to ‘take Australian technology to the world’.
Published by
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Level 3, 55 Harrington Street
GPO Box 970
Sydney NSW 2001
Australia
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Facsimile:

+61 2 8088 4200
+61 2 8088 4201

www.cmcrc.com
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The CMCRC is supported by the Government of Australia through the Cooperative Research
Centres (CRC) Program.
Note
The CMCRC annual report series reports significant research and commercial achievements of
the Centre. This report is prepared in accordance with the format and content requirements
specified by Australian Government Department of Innovation, Industry, Science, Research and
Tertiary Education (DIISRTE). Reports are issued around October each year and cover the
preceding financial year.
Disclaimer
The CMCRC accepts no responsibility for any interpretation, opinion or conclusion that any
person forms as a result of reading this publication.
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Agreement.
I certify that the CMCRC has met its obligations in relation to the treatment of intellectual
property.
I certify that the Chairman of the Board meets the requirements of independence set out in
the Commonwealth Agreement and that the majority of Board members are not research
providers.
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1. Executive summary
We are pleased to provide this report on our fifth year of operation.
1.1. Achievements
Our major achievements during the year ended 30 June 2012 are as follows.
Projects
Research Program Outcome 1 has been achieved. In a world first, the CMCRC now has the
software, systems infrastructure and trained staff to operate a cross-market surveillance
capability to compare the fairness of markets within and across countries. One of the first
users of this application was the UK Treasury, which has deployed the CMRC’s Market
Quality Framework (MQF) for two studies investigating how high frequency trading impacts
market quality. Involvement from a high-profile client like the UK Treasury reflects the
uniqueness and research quality of the MQF service.
The CMCRC won $2 million in funding for a new project that deploys and extends the MQF
service to benchmarking the Australian finance industry against other nations. The new
project, which started business in 2012, is overseen and directed by a newly formed Industry
Advisory Panel, which was formed pursuant to a recommendation following the third-year
review.
Commercial
CMC-HIBIS, the Centre’s health insurance claims leakage detection and management
solution, has moved from early-stage to full-stage commercialisation during the year. Twothirds of Australia’s private health insurers have taken up the solution, with first year
revenues in excess of $500,000.
The CMC-HIBIS team has also developed a health claims analytical solution known as
I+PLUS. This business intelligence tool provides advanced performance analytics to support
benchmarking, contracting and management of health service providers, as well as
supporting programs aimed at improving member/patient health outcomes. The beta version
of the solution is attracting considerable interest from health insurers, with trials commencing
in the fourth quarter of 2012.
PhD training program
During 2011–12, 19 PhD students completed their research and graduated. This represents
an increase of 30% on the previous year and brings the total number of graduates produced
by CMCRC to 82. The PhD training program supports 50 placements at any one time,
including international placements in the UK, US, France, Canada, Singapore and Hong
Kong. The students, together with the Centre’s key researchers, completed 135 papers this
year, which was comparable with last year. Two-thirds of the papers were published in peerreviewed scholarly journals or conference proceedings.
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Training the entrepreneurs and new industry creators of the future
The CMCRC attracts much goodwill and continued support from its graduates who have
followed the traditional career paths of industry or academia. Some graduates have made
major contributions to the CMCRC and Australia by creating new products and services
within the Centre’s commercial programs. Award-winning computer science graduate Tim de
Vries has gone on to become a key designer and developer within the CMC-HIBIS team that
developed the new I+PLUS solution. Finance graduate Mathew Clifton founded a start-up
enterprise, Alluvial Trading Group, based at the Centre’s offices, which leverages academic
research to develop strategies for profitable trading.
A focus on training
The CMCRC student/industry engagement model has a large number of industry sponsors
with which the Centre engages. Students are based at industry partner offices for at least six
months of the year in their project work. The success of this model is reflected in the high
level of industry satisfaction with the CMCRC’s research program and has helped the Centre
expand research projects. Industry sponsor Fairfax Digital, for example, re-signed for a
second year of a research contract at double the contribution of the first year, which
highlights the high regard industry has for the quality of the Centre’s industry-related
research.
Thought leaders
The CMCRC is recognised (particularly in the media) as a world-leading authority on capital
market research. Over the past year the Centre’s research on high frequency trading and
dark pools has attracted considerable international and Australian media attention, with more
than 50 major stories about the Centre and its work appearing in the media.
1.2. Risk and impediments
While a Transition Plan has been completed and submitted to Department of Industry,
Innovation, Science, Research, and Tertiary Education (DIISRTE), in less than two years the
Centre’s funding from the CRC Program will cease, creating a degree of uncertainty as to the
exact nature of the CMCRC’s direction after June 2014. There is a risk that the Centre will
not be able retain all its sponsors, key staff and researchers in a climate of uncertainty.
Similarly, there is an element of risk in relation to student scholarships, as some of these will
continue after the end of the term of the CMCRC. To alleviate this uncertainty in relation to
scholarships, the Centre has organised with sponsors and universities for funding to be
available for the full three-year duration of scholarships, even when the scholarships will be
completed after June 2014.
Sourcing high-quality students (virtually all our students have first class honours degrees)
with skillsets attractive to industry sponsors to fill 50 available PhD places each year is an
ongoing challenge. This is particularly true of our overseas students, where hosting the
student, visa applications and sometimes language requirements add to the challenge.
To mitigate this challenge, the University of South Australia has been added to the number of
participant universities. The Centre recently held its annual PhD information night, which was
attended by 80 potential PhD candidates and academic researchers.
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1.3. End-user environment
The finance industry in general, and the capital markets sector in particular, is experiencing
change at an unprecedented rate, and conditions are generally difficult for industry,
especially overseas. Global market volumes are down 20%–25% across partner exchanges.
Tougher economic conditions often mean industry reviews of discretionary spending and,
unfortunately, research and development is considered discretionary.
However, changes in industry practices have resulted in new research and development to
assess, evaluate and help solve problems arising from new practices. The extent to which
high frequency trading has taken over from traditional trading activity and the emergence of
dark pools have created new opportunities for the CMCRC and its researchers.
1.4. Outcomes
The CRC is on track to achieve the three outcomes specified in its Commonwealth
Agreement, as outlined below.
Enhanced integrity of Australian and international markets
This outcome was originally estimated to generate savings of $98 million in fraud in
Australian capital markets alone. We have achieved this outcome based on the work of
Aitken and Harris, which suggests that markets that are less manipulable are 25–50 basis
points cheaper to trade in. Following the acquisition of the Centre’s (now sold)
SMARTS/CMSS software by ASIC the deterrence effect per se will also act to reduce fraud
in Australian financial markets in the order of the originally estimated savings. Based on the
turnover for 2011, estimated at $5 billion per day, savings of $98 million would be
approximately 3% over total benefits, which we believe is quite conservative. Furthermore,
the intellectual property which underpins the MQF is extending these savings to global
financial markets.
Expanded market integrity knowledge centre in Australia
This outcome was expected to result from 100 to 140 PhD student completions and an
estimated $18 million in economic impact based on 77 students, including the generation of
new jobs with our industry partners (estimated economic impact of $720 million). Since 2007,
82 PhD students have completed their doctorates. Together with the more than 50 PhD
students that we currently have in our program, we are expecting to exceed the targets in the
Commonwealth Agreement.
The establishment of cross-market surveillance, other market surveillance and
information services businesses
The total economic impact of these services as they are sold beyond Australia to the world
was estimated at $1.1 billion. Given that we are easily on track to deliver the benefits in the
Australian marketplace and given the growth of the SMARTS/CMSS software in more than
40 other world markets, we expect that we will generate significantly greater economic
benefits than set out in the Commonwealth Agreement.
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The Hon Andrew Rogers QC
CHAIRMAN

Professor Alex Frino
CHIEF EXECUTIVE OFFICER
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2. Governance and management
2.1. Governance
2.1.1 Governance – Board, committees and key staff
The management and governance structure of the CMCRC has been established consistent
with the structures set out in the Commonwealth and Participants Agreements, under which
the CMCRC was created. The structure of the Centre as at 30 June 2012 is set out in Figure
1 below.
The CMCRC maintains its tax-free, charitable institution status and has undergone no major
changes to its structure.
Figure 1: Management structure of CRC as at 30 June 2012
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2.1.2. CEO, Board and committee members in FY2012
Table 1: List of CEO, Board and committee members serving during the year ended 30 June
2012
Name

Organisation

CRC Position / Role

Directors
Hon Professor Andrew
Rogers QC

Independent

Chairman
Chair Chairman’s Committee
Chair Nominating Committee
Chair Human Resources Committee
Member Audit & Risk Committee

Mr Peter Warne

Independent

Deputy Chairman
Chair Audit & Risk Committee
Co-Chair Education & Research
Committee
Chair CMT/IP Committee
Member Chairman’s Committee
Member Nominating Committee
Member Human Resources Committee

Professor Mary O’Kane

Independent

Director

Mr Aldo Martinez

Independent (international

Director

representative)
Dr David Skellern

Independent

Director
Co-Chair Education & Research
Committee
Director CMT/IP Committee

Dr Andreas Furche

Independent

Director
Director CMT/IP Committee

Professor Geoff Garrett

University of Sydney

Director
Member University Committee

Dr Michael Fry

University of Sydney

Director/Alternate Director to Professor
Garrett
Member University Committee
Member Human Resources Committee

Professor Alec Cameron

University of New South Wales

Director

Professor Attila Brungs

University of Technology, Sydney

Member University Committee
Director
Member University Committee

Professor Stephen Taylor

University of Technology, Sydney

Director
Member University Committee

Mr Blair McRae

University of Technology, Sydney

Alternate Director to Professor Brungs
and Professor Taylor
Member Audit & Risk Committee
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CEO
Professor Alex Frino

University of Sydney

Chief Executive Officer
Member Chairman’s Committee
Member Human Resources
Committee
Member Education & Research
Committee

Other committee members
Professor Michael Aitken

University of New South Wales

Chief Scientist
Member Education & Research
Committee

Ms Anne Dwyer

University of Technology, Sydney

Member Human Resources
Committee

2.1.3. Key skills of Board and committee members
The Hon Professor Andrew Rogers QC, Chairman
The Hon Professor Rogers held a longstanding position as foundation Chief Judge of the
Commercial Division of the Supreme Court of New South Wales (this Division of the Court
deals with all commercial disputes and matters of corporate governance). He has also held
the positions of Non-Executive Director of NSW Treasury Corporation; Probity Auditor at
Leighton Group; President and Chairman of SIRCA Limited; and Foundation Chancellor of
Southern Cross University. He was formerly a consultant with national law firm Clayton Utz
and has been Chairman of the Audit Quality Review Board since 2005.
Professor Peter Warne BA (Actuarial Studies), Deputy Chairman
Peter Warne graduated from Macquarie University with a Bachelor of Arts, majoring in
Actuarial Studies, then completed a Certificate of Finance and Investment from the Institute
of Actuaries, London to qualify as an Associate. Mr Warne was Head of the Bankers Trust
Australia Limited (BTAL) Financial Markets Group from 1988 to 1999. He holds or has held a
number of board positions with Macquarie Group Limited, ASX Limited, SFE Corporation
Limited, ASX Clear Futures Pty Ltd, Austraclear Limited, ALE Property Group, WHK Group
Limited and NSW Treasury Corporation among others, and is a member of the Advisory
Board of the Australian Office of Financial Management.

Professor Alex Frino, Chief Executive Officer
Alex Frino is currently a Professor of Finance at the University of Sydney. He has a PhD in
Finance from the University of Sydney and an MPhil in Finance from Cambridge University.
Alex has published over 100 research papers, one book and won over 2 million dollars in
competitive research funding. He has held visiting appointments at the SFE and Credit
Suisse First Boston, and maintains strong links with industry. He is a CPA and also serves
on the Disciplinary Tribunal of the ASX.
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Professor Michael Aitken, Chief Scientist
Michael Aitken is widely regarded as the most industry-centric academic associated with
Australian capital markets. As the founder and former CEO of SIRCA he has used his
industry affiliations to build and share infrastructure which now underwrites the research
activities of 30+ universities across Asia-Pacific. Working through SMARTS Group, he has
designed the world's first "off-the-shelf" surveillance software now in use at 40 national
exchanges and regulators (including the London Stock Exchange, NYSE-Euronext,
NASDAQ-OMX, HK Exchanges, the Swiss Exchange and the Australian Securities
Exchange) and 150 brokers across 30 countries. He leads the research initiatives of the
CMCRC which currently includes providing fully outsourced surveillance services to the
securities industry as well as outsourced surveillance technology to the health insurance and
general insurance sectors.
Professor Mary O’Kane PhD, Director
Professor O’Kane is NSW Chief Scientist and Scientific Engineer, and is Executive Chairman
of Mary O’Kane and Associates Pty Ltd, a Sydney-based company that advises
governments, universities and the private sector on innovation, research, education and
development. Professor O’Kane was Vice-Chancellor of the University of Adelaide from 1996
to 2001 and has served on many boards and committees in the public and private sectors,
nationally and internationally.

Mr Aldo Martinez BBus, JD, Director
Mr Martinez is a partner in AJM Advisory Services, which provides consulting services in
financial industry regulation. He has been in the securities industry for over 30 years. In
March 2008 he retired from his position as a Vice President in the Division of Market
Surveillance at the New York Stock Exchange (NYSE) Regulation. While at the NYSE
Regulation, he worked in many aspects of regulation as an Enforcement Attorney, Director of
Regulatory Audit and coordinated the development of highly sophisticated insider trading
detection and investigation systems. Mr Martinez is currently an Adjunct Professor at St
Peter’s College in New Jersey in the US, where he teaches MBA courses on derivatives and
investment analysis.
Dr David Skellern PhD, Director
Dr Skellern worked in radio astronomy for 10 years and taught electronics at Sydney and
Macquarie universities for 16 years before coming to prominence in the IT industry through
Radiata, which he co-founded in 1997. Built on joint research by Macquarie University and
the CSIRO, the company demonstrated the world’s first chip-set implementation of the
54Mbit/s IEEE 802.11 high-speed WLAN standard. Radiata was sold to US giant Cisco
Systems in 2001 for $565 million. Dr Skellern joined the board of National ICT Australia in
2003 and became its Chief Executive Officer in 2005.

Dr Andreas Furche PhD, Director
Dr Furche’s focus is on the development and commercialisation of new technologies in
capital markets, banking and payments. His previous positions include Managing Director of
Digicash Asia Pacific and Director, financial services sector, at Electronic Trading Concepts.
He has authored a book on electronic payment systems and his research includes work on
the security of international financial networks.
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Professor Geoff Garrett PhD, Director
Professor Garrett is founding CEO of the United States Studies Centre and a Professor of
Political Science at the University of Sydney. He was previously President of the Pacific
Council on International Policy in Los Angeles and before that Dean of the UCLA
International Institute in the US. Professor Garrett is a frequent commentator on all aspects
of US politics, economics and foreign policy in the Australian media, including The
Australian, The Australian Financial Review, The Sydney Morning Herald, Sky TV, and ABC
radio and television programs. Professor Garrett has held academic appointments at Oxford,
Stanford and Yale universities and the Wharton School of the University of Pennsylvania. He
is a member of the New York–based Council on Foreign Relations as well as the Los
Angeles–based Pacific Council on International Policy.
Dr Michael Fry PhD, Director/Alternate Director
Dr Fry is a Professor in the School of Information Technologies at the University of Sydney.
He was previously the Pro-Vice-Chancellor (Employee Relations) and Acting Deputy ViceChancellor (Infrastructure) at the University of Sydney. Prior to this appointment he was
Professor of Computer Networks and Dean of the Faculty of Information Technology at the
University of Technology, Sydney. Mr Fry has extensive experience in research, course
development and management in the university sector and industry.
Professor Alec Cameron Dphil MS, Director
Professor Cameron has held the position of inaugural Dean of the Australian School of
Business at the University of New South Wales since 2006 and formerly was Deputy ViceChancellor (Resources and Infrastructure) at UNSW from 2003. Prior to his appointment at
UNSW, he held senior corporate positions in the IT and telecommunications industry.
Professor Cameron was the inaugural Program Manager for the Australian Graduate School
of Engineering Innovation, and has also worked with the Defence Science and Technology
Organisation (DSTO) in Sydney. He is a Fellow of the Australian Institute of Company
Directors and serves as a director on the board of the Society for Knowledge Economics
(SKE). He is also a member of the Council of Knox Grammar School and the NSW State
Council of the Committee for Economic Development of Australia (CEDA).
Professor Attila Brungs DPhil, Director
Professor Brungs is Deputy Vice-Chancellor and Vice-President (Research) at the University
of Technology, Sydney (UTS). Professor Brungs has been a researcher in both industry and
academia, with interests in the area of heterogeneous catalysis. Prior to his appointment at
UTS in September 2009, Professor Brungs was General Manager, Science Investment,
Strategy and Performance at CSIRO. Before joining CSIRO in 2002, Professor Brungs was a
senior manager at McKinsey & Co. He has also been on the board of a number of entities
including not-for-profit organisations such as Greening Australia NSW.
Professor Stephen Taylor PhD, Director
Stephen Taylor is Professor of Financial Accounting and Associate Dean (Research) in the
Faculty of Business at the University of Technology, Sydney, which he joined in June 2008.
He has wide experience teaching at both the undergraduate and MBA levels, especially in
the areas of accounting-based valuation models, investment analysis and financial reporting.
He has been a presenter in many executive education courses, and has provided expert
advice to a wide range of private and public sector organisations, including the role of expert
witness. He also coordinated the research program established by the Australian Securities
and Investments Commission (ASIC) to undertake a statutory review of the Enhanced
(Continuous) Disclosure Regime.
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Mr Blair McRae FCPA, CA (NZ), Alternate Director
Blair McRae is a Fellow of the Australian Society of Certified Practising Accountants,
Chartered Accountants (NZ). He has been involved with implementing large financial
management systems for private and public sector entities and has consulted for the World
Bank on financial systems, management reform and costing.
Ms Anne Dwyer, Committee Member
Ms Dwyer is Deputy Vice-Chancellor and Vice-President (Corporate Services) at the
University of Technology, Sydney (UTS). As such, she is responsible for the continuous
improvement of UTS’s operational capability by providing a range of corporate services to
enable UTS to achieve its strategic priorities. The Deputy Vice-Chancellor (Corporate
Services) provides strategic and executive management of UTS’s profile and brand,
organisational culture, risk management framework, organisational and technological
capability, university governance, student administrative services and exposure to legal risks.
Ms Dwyer’s portfolio covers the Human Resources Unit, Information Technology Division,
Marketing and Communications Unit and the Registrar’s Division (Governance, Legal
Services and Student Administration Unit).
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2.1.4. Board retirements and appointments during the year
Board members who retired or were appointed during the year are listed in the tables below.
Table 2: Board retirements during FY2012
Name

Organisation

Retirement date

M. Fry (Director)

University of Sydney

7 March 2012

A. Brungs (Director)

University of Technology, Sydney

19 October 2011

S. Taylor (Alternate)

University of Technology, Sydney

19 October 2011

Table 3: Board appointments during FY2012
Name

Organisation

Appointment date

G. Garrett (Director)

University of Sydney

7 March 2012

S. Taylor (Alternate)

University of Technology, Sydney

17 August 2011

S. Taylor (Director)

University of Technology, Sydney

19 October 2011

2.1.5. Board of Directors meetings
The attendance of Board members at Board meetings is outlined in the table below.
Table 4: Board of Directors meetings, dates and attendance
Director

17.8.11

19.10.11

30.11.11

7.3.12

20.6.12

Total

Eligible to
attend

A. Rogers

Y

Y

Y

Y

Y

5

5

P. Warne

Y

Y

Y

Y

Y

5

5

D. Skellern

Y

Y

Y

Y

Y

5

5

A. Furche

N

Y

N

Y

Y

3

5

M. O'Kane

Y

Y

Y

Y

Y

5

5

M. Fry

Y

Y

Y

–

–

3

3

G. Garrett

–

–

–

Y

Y

2

2

A. Cameron

Y

N

Y

Y

Y

4

5

S. Taylor

Y

Y

Y

Y

N

4

5

A. Martinez

Y

Y

Y

Y

N

4

5

B. McRae
(Alternate)

–

–

–

–

Y

1

1

Total

8

8

8

9

8
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2.1.6. Committees of the Board – Frequency of Meeting and Attendance
The following is a summary of the committees established by the Board of Directors, and
their relevant functions.
Audit & Risk Review Committee
 Review and monitor the integrity of the CMCRC Group’s financial reports and
statements
 Review and make recommendations regarding the adequacy and integrity of the
CMCRC Group’s risk management controls
 Review whether the CMCRC Group complies with the Commonwealth Agreement
and the Participants Agreement
 Review whether the CMCRC Group complies with relevant laws and regulations
 Monitor the performance and independence of the external auditor.
Education & Research Committee
 Establish policy and procedures in relation to developing the CMCRC’s education and
training programs and organise the review and evaluation of those programs
 Assist management in liaising with universities to gain advice on the education and
training programs
 Ensure there are clearly defined strategies and outputs for recommended education
and training programs
 Oversee the PhD scholarship allocation process
 Provide advice to the Board on whether and how education and training programs are
consistent with the CMCRC’s strategy
 Develop and maintain a research evaluation process for the CMCRC, including:
o a policy to conduct a quarterly internal review of projects.
o a detailed six-monthly report for consideration by the Committee
o an external independent review as may be required by the Board from time to
time
 Evaluate and select new research projects (as may be funded by surpluses from time
to time).
Human Resources Committee
 Attract, retain and motivate high-calibre executives to encourage enhanced
performance of the CMCRC
 Ensure that human resourcing is appropriate to meet the needs of the CMCRC
 Establish and monitor remuneration arrangements that motivate staff to pursue the
long-term objectives of the CMCRC
 Ensure that the CMCRC has an appropriate risk management framework, and review
and make recommendations to the Board on the CMCRC’s compliance with
legislative requirements
 Ensure that there are appropriate succession plans and knowledge sharing
arrangements in place.
Chairman’s Committee
 Act on behalf of the Board as and when specific delegations are conferred upon it by
the Board
 Act on behalf of the Board between scheduled Board meetings, save for those
matters specifically reserved to the Board when, in exceptional circumstances, it is
not possible or practicable to convene a meeting of the Board


Advise and assist the Chairman on the preparation of the agenda for Board meetings
when necessary, so that the Board issues and proposals requiring Board resolution
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and approval are presented to the Board in a timely and efficient fashion to assist
effective discussion and analysis of the significant factors involved.
IP Committee/CMT Board
 Establish procedures to record and protect IP
 Ensure that the relevant processes for recording and protecting IP have been
adhered to
 Review processes for approval of commercialisation of projects
 Review and make recommendations to the Board regarding all commercialisation
budgets on projects.
Nominating Committee
 Consider and nominate qualified candidates for appointment or election to the Board,
as independent directors or as directors who have been proposed by university or
industry participants
 Ensure the Board, when fully constituted, includes persons with relevant expertise
and experience, including corporate governance; commercialisation of intellectual
property; public and private sector investment; research and development activities in
private and public sectors; education and training; risk management; and commercial
business experience, such as legal, accounting, finance or economics.
Table 5: Frequency of meetings and attendance at Board Committees
Directors' Audit &
meetings Risk

Chairman' Nominatin Intellectual
Education Human
Resources s
g
Property
&
Research

A

B

A

B

A

A. Rogers

5

5

3

3

P. Warne

5

5

3

3

D. Skellern

5

5

M. O'Kane

5

5

A. Furche

3

5

M. Fry

3

3

G. Garrett

2

2

A. Cameron

4

5

S. Taylor

4

5

M. O'Kane

5

5

A. Martinez

4

5

B. McRae

1

1

Name

3

B

3

3

3

3

3

3

M. Aitken

2

3

5

B

A

B

A

B

1

1

1

1

1

1

1

1

1

1

1

1

A

B

3

3

3

3

3

3

3

3

3

A. Frino

Number of meetings
held

A

3

3

1

1

1

1

1

1

1

1

1

3

A = Number of meetings attended
B = Number of meetings eligible to attend

Committees are responsible to the Board, and minutes from all committee meetings are
tabled at the following Board of Directors meeting.
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2.1.7. Key staff
A list of key CMCRC staff is provided below.
Table 6: Key staff in FY2012
Name

Organisation

CMCRC role

Time
committed

Prof Alex Frino

University of Sydney

Chief Executive Officer

100%

Prof Michael Aitken

University of New South Wales

Chief Scientist

100%

Ms Annette Tello

CMCRC

Financial Controller

100%

Prof Masud Behnia

University of Sydney

Education Director

25%

Mr David Jonas

CMCRC

Commercialisation Manager

100%

Dr Will Renner

CMCRC

Education Manager

100%

Mr Bruce Ritchie

CMCRC

Marketing Manager

50%

Dr Shan Ji

CMCRC

Research Manager

100%

2.1.8. Specified personnel – program leaders
Table 7: Specified personnel – program leaders as at 30 June 2012
Name

Organisation

CRC position or role

Time
committed

Prof Michael Aitken

University of New South
Wales

Chief Scientist. Head of Research
Program 1 – Cross-Market Surveillance

100%

Dr James Curran

University of Sydney

Head of Research Program 2 –
Surveillance of Alternative and
Unstructured Data

70%

Assisted by
Prof Michael Aitken

University of New South
Wales

CMCRC Chief Scientist

100%

Prof Masud Behnia

University of Sydney

Education and Training Director

25%

Dr William Renner

CMCRC

Senior Education Manager

100%

Mr David Jonas

CMCRC Group

Commercialisation/Utilisation Manager

100%

2.1.9. The strategic plan for the CMCRC into the future
The Centre has completed and lodged a Transition Plan and will be applying for another five
years of funding under the Australian Government’s CRC Program.
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2.2. Participants
2.2.1. CMCRC – participants during the reporting period
Table 8: CMCRC – participants during the reporting period
Participants

ABN

Organisation type

ASX Operations Limited

98 008 624 691

Industry

Australian Prudential Regulatory Authority (APRA)

79 635 582 658

Australian Government

Securities and Futures Commission of Hong Kong

N/A

International

Singapore Exchange Limited

N/A

International

Financial Services Authority

N/A

International

Insurance Australia Limited

11 000 016 722

Industry

RBS Group (Australia) Pty Limited

84 079 478 612

Industry

Securities Industry Research Centre of Asia-Pacific
Limited

35 080 496 993

Industry

Capital Markets Consulting Pty Limited

50 107 188 974

Industry

Smarts Broker Compliance Pty Limited

15 106 064 019

Industry

Smarts Markets Surveillance Pty Ltd (NASDAQ)

83 064 294 757

Industry

University of New South Wales

57 195 873 179

University

University of Sydney

15 211 513 464

University

University of Technology, Sydney

77 257 686 961

University

Macquarie University

90 952 801 237

University

University of Reading

N/A

University

Mondo Visione

N/A

International

OMX Technology AB

N/A

International

University of Wollongong

61 060 567 686

University

University of South Australia

37 191 313 308

University

Australian Centre for Advanced Computing and
Communication Pty Limited (resigned June 2012)

27 095 046 923

Industry

Investment Industry Regulatory Organization of Canada
(IIROC)

N/A

International

Australian Securities and Investments Commission
(ASIC)

86 768 265 615

Australian Government

Schroder

22 000 443 274

Industry

Rice Warner Actuaries

35 003 186 883

Industry

Russell Investments

92 003 066 859

Industry

Mercer

32 005 315 917

Industry

Ontario Securities Commission

N/A

International

UniSuper

54 006 027 121

Industry

Core participants

Supporting participants

Third parties
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SAS – State Super

29 239 066 746

Industry

BPAY

69 079 137 518

Industry

Fairfax Digital

11 124 337 239

Industry

BT Financial Group

38 087 480 331

Industry

Chi-X Global Holdings

N/A

International

University G.D’Annunzio, Chieti-Pescara

N/A

International

Pegaso Telematic University

N/A

International

Graduate School People’s Bank of China

N/A

International

2.2.2. Changes to participants
Table 9: Changes to participants
Participant name

Participant type

Retiring,
withdrawing or new

London Stock Exchange

Core

Withdrawing

Next Financial Limited

Core

Withdrawing

Ac3

Supporting

Withdrawing

University of South Australia

Supporting – University

New

DIISRTE approval
No.
Variation in progress
No.
Variation in progress
No.
Variation in progress
No.
Variation in progress
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2.3. Financial Management
During the financial year ended 30 June 2012, the CMCRC generated a surplus of $275K
from revenues totalling in excess of $12.2M calculated on an accruals basis. Both areas of
revenue, contributions and other income (interest and dividend revenue) were up on
expectations while expenses fell short, especially in the Education sector where scholarship
costs were down.
Cash contributions received amounted to $7.539M against a budgeted $7.616M for the year.
This variance of $77K is due partly to timing factors with receipts from Core Participants,
offset for the most part by the significant contributions from other sources directly resulting
from engaging with new industry partners.
The CRC stands in a favourable position in terms of working capital of $11.5M, with a current
ratio of almost 6.0 largely due to the cash holdings it carries arising from a large dividend
payout this year.
CONTRIBUTIONS & OTHER REVENUE
(Excluding In-kind Contributions)
Cash
Reporting
Actual
Invoiced

CASH
RECEIVED

DIISRTE
BUDGET

VARIANCE
TO DATE

Government

3,864,000

3,864,000

3,864,000

-

Universities

550,000

575,000

550,000

25,000

Participants

1,407,775

1,631,734

2,083,000

250,000

250,000

250,000

-

1,422,863

1,218,209

869,000

349,209

7,494,638

7,538,944

7,616,000

(77,057)

4,759,051

4,662,256

12,253,689

12,201,199

Supporting Participants
Other Cash Sources
Total Contributions

Other Income
Total Revenues

(451,266)

7,616,000

4,662,256
4,585,200
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2.4. Communications
The CMCRC’s communication strategies are designed to enhance the profile of the CMCRC
as a world-leading research and training organisation, and to provide all stakeholders with
up-to-date information concerning the CRC’s objectives and operations. The goals of the
Centre’s external and internal communication strategies are to:




Build and promote cooperation, collaboration and team spirit within the CMCRC
Develop and maintain the CMCRC’s strong image and protect its reputation
Support the CMCRC’s business and strategic objectives.

The Centre places a high level of importance on the effectiveness of its internal
communications: the more that staff are informed about the CMCRC’s activities and
objectives the better they will be able to perform. The Centre runs weekly management
meetings, informal monthly meetings, formal staff meetings and occasional off-site strategy
and team-building days to maintain and improve its internal communication. Email is a simple
but effective way to keep staff informed, and the Centre’s newsletter is circulated to all staff,
students and alumni, as well as external members. The Centre has spent a fair amount of
time this year developing and maintaining its contact and email databases to ensure the
effectiveness of its communications.
The Centre’s external communication activities are designed to showcase the CMCRC’s
successes and help transfer knowledge to end users. These activities include:
1. Media coverage. The CMCRC is recognised in the media as one of the world’s
leading authorities on capital market research. More than 50 major media articles
about the Centre were published this year, up more than 40% on last year. In
Australia, stories about the CMCRC and its researchers have appeared on TV and
radio, and in newspapers, including five articles in The Australian Financial Review
and one in The Australian, and two appearances on ABC radio and TV. On the world
stage, the Centre has been very active with a number of stories in the Asian media,
three stories in the internationally renowned Wall Street Journal and one in the UK’s
prestigious Financial Times. The Centre’s research on high frequency trading and
dark pools, in particular, has attracted plenty of media attention both domestically and
internationally, and the Centre is considered a thought leader in these areas. The
Centre also participates wherever it can with CRC publications and was featured in
the CRC’s Success Through Innovation publication in the summer 2012 edition. The
CMCRC acknowledges the funding and support it receives from the Australian
Government through the CRC Program in its external communications; a good
example of this was a Canadian Business News Network TV interview with Professor
Michael Aitken (CMCRC Head Scientist) on 25 April 2012 (see Media Stories in the
News section of www.cmcrc.com).
2. Publications. The Centre has produced regular newsletters (Insider) and one annual
report summary brochure this year. These communications were distributed to over
1,000 CMCRC staff, students, alumni, industry and university partners, and interest
groups. The Centre distributes publications by email and in print. The high-quality,
concise content of the Insider newsletter generates plenty of positive feedback. The
CMCRC uses the ‘An Australian Government Initiative’ logo on all its external
publications and on its website.
3. Direct contact from CMCRC staff. Senior staff liaise directly with and regularly
transfer knowledge to end users in Australia and overseas. The extent to which this
happens on an international basis can be seen in Table 28 and 29 showing
international collaboration.
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4. Website (www.cmcrc.com). The website plays a critical role in the CMCRC’s
external communication strategy. The website is updated on a regular basis and work
is underway to refresh the website with a modern new look and feel.
5. Events. The CMCRC runs various events during the year to communicate its
message, develop relationships and share information with its stakeholders. An
example of this was the CMCRC research conference held in June 2012, which
featured presentations from current PhD students to an informed audience of
academics and industry research partners.
6. Market Quality Web Forum (www.q2forum.com). Launched in early 2012 this web
forum is designed to transfer knowledge to end users and stimulate debate on
optimal securities market design. Members can access the latest data and research
on the impact of changes to security market design.
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2.5. Intellectual property

2.5.1. Intellectual property management
Since its establishment in 2001, the CMCRC has encouraged, to the maximum extent
possible, the creation and development of innovative ideas and solutions. To avoid
overlooking hidden opportunities, the CMCRC has actively administered its intellectual
property (IP) management procedure to ensure the Centre can accurately identify, capture,
evaluate, protect and monitor IP for further exploitation and commercialisation. During the
reporting period, the CMCRC successfully identified and transferred three sets of IP, further
extending its track record of successfully commercialising technology.
2.5.2. Existing intellectual property
Securities Market Order Book Simulator
The Securities Market Order Book Simulator (OB Simulator) was registered as a CMCRC IP
in February 2012. The OB Simulator is an analytical tool that assesses the potential impact
of orders/trades from a particular trader on the overall market. The technology has been
successfully applied to a series of expert witness cases.
Impact Analysis Tool for Profit Warnings issued by Listed Companies
The Impact Analysis Tool for Profit Warnings issued by Listed Companies (PW Analysis
Tool) was registered as CMCRC IP in November 2011. The PW Analysis Tool issues
computerised alerts when a listed company does not disclose profit warnings to the public on
a timely basis, which could cause unnecessary price volatility in the market. The PW
Analysis Tool is currently being trialed with data from the Australian Securities Exchange.
Market Quality Assessment Metrics
The Market Quality Assessment Metrics (MQ metrics) was registered as CMCRC IP in
August 2011. The MQ metrics provides a quantitative assessment of market efficiency,
market integrity and systemic risk across global securities markets. The outputs from MQ
metrics have been applied by the CMCRC’s regulator partners in evidence-based policy
making. The five key MQ metrics are listed below.
 Information leakage metric
 Dislocation of end of day price metric
 Broker–client conflict metric
 Systemic risk metric
 Intra-market price discovery metric.
Health Insurance Business Intelligence Services
Health Insurance Business Intelligence Services (CMC-HIBIS) was registered as CMCRC IP
in July 2010. CMC-HIBIS provides advanced surveillance, analytical and predictive solutions
and services to enhance claims processing in the private and public health insurance
sectors, workers compensation and third-party personal accident sectors.
Supported by one of Australia’s largest health insurance companies, the system’s main
offering is a hosted service that imports and processes insurer data, allowing online analysis
through a sophisticated, browser-based, claims-alert explorer capability.
While the service is tailored for each client, the intention is to provide shared learning for
insurers, an approach that has been applied extremely successfully in IT solutions for the
stockbroking community across the globe.
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Trade Execution, Arbitrage and Dealing Laboratory
Trade Execution, Arbitrage and Dealing Laboratory (TrADeLab) was registered as CMCRC
IP in July 2008. TrADeLab is a web-delivered software system that allows students to
practice their understanding of the theory and practice of trade execution, arbitrage and
market making.
TrADeLab provides interactive classroom simulations. The web-enabled software can be
accessed on any internet-connected platform without the need to install any software.
TrADeLab replays a trading session using real historical data, and allows subjects to submit
orders and interact with the market. Under the control of an instructor, datasets for different
‘games’ can be loaded.
2.5.3. CMCRC IP management policies and protocols
The procedures listed below outline the CMCRC’s approach to identifying, managing and
commercialising IP arising from the Centre’s research and development.
Table 10: CMCRC IP procedures
Procedure
Identification of IP

Protection of IP

Ownership of IP

Assessment of existing IP

Responsibility
The CMCRC Education & Research
Committee reviews and scrutinises ongoing
CMCRC research output and, where
appropriate, the Committee will make
recommendations for consideration and
assessment
as
to
the
potential
commercialisation of IP.
An IP Register database has been created.
All participants in the CMCRC are required to
use this database for disclosing or registering
IP, both prior and newly created.
The CMCRC and its industry partners have
clearly stipulated in industry sponsorship and
project agreements that:
 All developments of IP shall become the
absolute property of the CMCRC and the
CMCRC will obtain full right, title and
interest in the IP without further formality
 The CMCRC and its industry partners
agree to do all things necessary,
including executing any documentation
and
requiring
any
independent
contractors to assign their rights to
protect the IP assignment granted above.
Since the policies of the CMCRC’s university
participants dictate that students own all IP
they
create,
the
CMCRC’s
student
agreements contain provisions whereby
CMCRC students assign first right to
commercialise IP to the CMCRC in exchange
for shares in Capital Markets Technologies
Pty Ltd (CMT).
The CMCRC Education & Research
Committee assists researchers to assess the
impact of existing IP in associated fields that
could potentially affect their research. When
a potential risk is identified, an external
review will be conducted to confirm the
precise impact and the freedom of CMCRC
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Management of IP

Sharing of benefits

Transparency and reporting
Potential conflict of interest

researchers to operate in that field of
research.
Based on recommendations from the
CMCRC Education & Research Committee,
an external review is then conducted to
assess the value and commercialisation
potential of the IP. If this review is favourable,
the IP is transferred to the ‘for profit’
commercialisation vehicle, Capital Markets
Technologies Pty Ltd (CMT). In this manner
we believe we can present the IP of CMCRC
such that any external investor due diligence
will substantiate the value ascribed to that IP.
In exchange for the assignment by the
student of his or her IP to the CMCRC, the
CMCRC grants the student the right to
participate in the equity scheme described in
the student agreement.
The CMCRC provides a comprehensive
overview of its IP management in its annual
report to DIISRTE.
The CMCRC has meticulous procedures for
resolving conflicts and disputes. These are
outlined in its agreements with industry
sponsors and students.

2.5.4. Maximising benefits for end users in Australia
The CMCRC maximises benefits for end users in Australia through its commercialisation
policy. Capital Markets Technologies Pty Limited (CMT) is responsible for the
commercialisation and management of the IP of the CMCRC. Commercialisation is
undertaken by quarantining IP in CMT using the expert commercialisation skills established
there. In particular, the CMT CEO and Board are selected specifically for their
commercialisation experience and expertise. This setup maximises the possibility of
successful commercialisation of IP, in turn facilitating the social and business value of IP to
be retained in Australian society.
To motivate staff to achieve the maximum commercialisation of their research achievements,
CMCRC has implemented an equity scheme for staff, students and associates involved in
the newly created spin-off organisations. The equity scheme further motivates researchers to
fully exploit the research infrastructures and resources provided by the CMCRC, the industry
sponsors and partner institutions. In turn, this enhances the quality of the IP and maximises
the value of research resources retained in Australia for end users.
In general, the CMCRC rewards its staff, students and associates by sharing the benefits
arising from the commercialisation of IP. This will be primarily in the form of shares and
options in the commercialised organisations created. The assurance of researchers’ stakes
in spin-off organisations ensures the continuity of the long-term development of new
technologies and maintains the innovation process.
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3. Performance against activities
3.1. Progress against key challenges and outcomes
The main research outcome of the CMCRC in its second term was to implement a crossmarket surveillance capability (Research Program 1) and extend this capability to another
discipline while developing a text-mining capability that could be applied to both (Research
Program 2). The CMCRC is pleased to announce that during the fifth year of our grant we
have achieved Research Program Outcome 1. Through the Market Quality Report (which
involves an integration of the SMARTS/CMSS software, SIRCA data and the Market Quality
Framework developed by the CMCRC) we can now compare the fairness of markets within
and across countries. An opinion piece in the Financial Times of London (‘Comment: The
need to measure market fairness’, 10 May 2012) aptly demonstrates our international
capability by comparing the fairness of European securities markets. For the remaining two
years of our funding under the CRC Program, we will be deploying the framework in our
partner markets to help them obtain optimal market design, which will reduce the cost of
capital for businesses seeking investment to fund innovation.
During the year, our foray into surveillance in an alternative industry (Research Program 2)
has succeeded beyond our expectations, with two-thirds of members of the private health
insurance industry opting to trial our CMC-HIBIS system. We levied a small charge on these
parties, which will recover half our current annual costs of the staff building the service.
During the current year we also re-signed for the second year of a research contract with
Fairfax Digital, the major partner associated with our text-mining strategy. Against the
background of the issues facing this company at the moment, the signing of a contract which
required Fairfax Digital to double its first-year contribution to $400,000 was a ringing
endorsement of both the quality and end-user relevance of the work we are delivering.
3.2. Research
Extent to which the CRC is on target to achieve its research outputs
The research outcomes from Research Program 1 have now been achieved, with the key
task over the next two years and beyond to see how we can convert this IP into commercial
outcomes. We are pursuing three such outcomes. The first is linked to our education
program and aims to have the parties that use the Market Quality Report (MQR) fund PhD
scholarships to assist these parties to better understand the implications of numbers
emanating from the MQR. The second avenue is to fund consultancy work for non-partners
to estimate the impact of market design changes on market quality. In relation to this we
conducted two such studies during this year for the UK Treasury, estimating the impact of
high frequency trading on market quality. This returned approximately $80,000 to the
CMCRC. The third avenue is to use the knowledge to build an expert witness consulting
business. During the current year, revenue from this activity amounted to approximately
$500,000. With expenses of around $400,000, the CMCRC generated a net return of
$100,000 for its ongoing research activities.
Research Program 2 was until this year a little behind target on outcome dates because of
our need to refocus from the accounting (with AcAS) to the health insurance industry (with
CMC-HIBIS). However, with the uptake of CMC-HIBIS by two-thirds of the health insurance
industry during the current year we expect all research targets to be met and exceeded by
the end of the CRC Program in two years’ time. Commercial returns from the project are not
expected without further significant commercial investment, which will present an interesting
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challenge for the Board in the absence of further funding. Solving this challenge will involve
deciding whether to use our endowment to underwrite the infrastructure necessary to support
the industry-funded PhD scholarships that we have fought hard to secure during the term of
the CMCRC, or to risk it to secure a major commercial payoff from CMC-HIBIS that will
underwrite two to three times the number of PhDs.
The second aspect of Research Program 2, the development and integration of text mining
into our surveillance infrastructure, had been delayed pending securing a major industry
sponsor. This problem was solved a year ago with the signing of Fairfax Digital. The crossindustry component of this work will begin during 2013 rather than 2012, which will cause
some delay in the research outcomes, but we expect to sign another partner (a potential
partner has released a public RFP requiring this type of work) during this period to speed up
this aspect of our work and provide the additional resources to ensure that the integration of
text mining into financial market surveillance is achieved by the end of 2014.
Key risks and issues, and strategies in place to address the risks and any unmet
milestones
The key risks are the delivery of the research outcomes to integrate text mining into
surveillance services in the financial services industry. Our strategy to alleviate this problem
is to secure an additional partner (with a specific requirement to achieve the task we have set
ourselves), which will provide resources to fund additional PhDs and postdoctoral fellowships
to ensure we meet all our goals.
Key research achievements and evidence of research quality
From Research Program 1 we had the first major publication of our Market Quality
Framework in the Journal of Trading and the first use of the framework to compare and
contrast markets in Europe. From that we secured contracts (from the high-profile Foresight
Committee of the UK Treasury) to use the framework to study the impact of high frequency
trading (one of the most controversial aspects of security market design) on market quality.
We have also had significant press coverage on this and additional work on dark pools with
major invited keynote presentations at a number of forums including the distinguished
speaker series of the NSW Government Chief Scientist’s Office (by Professor Michael
Aitken) and the Australian Ambassador Speaker Series at Washington DC in the USA (by
Professor Alex Frino).
From Research Program 2, the fact that Fairfax Digital re-signed for a second year at twice
the original year’s commitment (amounting to $400,000) at a time when the business is
under significant pressure to reduce costs is testimony to the relevance and research quality
of the work.
Any issues, including technical or scientific impediments
The biggest issue we have faced since day one has been the failure, for privacy reasons, of
some security market participants to supply their data offsite. This has meant additional
costs, extensive delays and, in one case, the loss of a partner, in making data available for
analysis of that marketplace. Recognising the difficulty this poses in terms of being able to
meet publications numbers we have been happy to replace some partners with others more
willing to share their data.

The level of end-user involvement and evidence the research is meeting end-user
needs
This has always been a key feature of the work of the CMCRC. More than 200 brokers
across 40 countries use the SMARTS broker product developed in CMCRC1, and now
cross-market surveillance is being introduced to this same group to reduce the risks of
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trading, thereby reducing the cost of capital for innovation. CMC-HIBIS has this year shown a
similar end-user commitment, with two-thirds of Australia’s private health insurance industry
taking up the opportunity to trial the product. In turn, Fairfax Digital, the major partner for the
text-mining application has, during the reporting period, set up a beta site with the new
Computable News software.
Any changes proposed to future research directions
None during the current term of the CMCRC.
3.3. Publications
Table 11: Published books and chapters in books
Book/Chapter title

Author

Publisher
details

Date of
publication

Commonwealth
Agreement
milestones

Advanced methods
and applications in
financial analysis

D. Christodoulou, S.
McLeay,
M. Peat,
M. Stevenson and
M. Zhu

Cambridge
University
Press,
contributing
chapter.

2012

2.1.5e

Hedge fund
governance,
regulation and
performance around
the world

D.J. Cumming,
N. Dai and
S.A. Johan

Oxford
University
Press,
contributing
chapter.

2012

2.1.5e

Table 12: Reports
Title

Author

Date of publication

Commonwealth
Agreement
milestones

The ex-dividend performance
of ASX 200 stocks measured
against the 45-day holding rule

E. Jarnecic and
Y. Liu

2011

2.1.5e

Table 13: Published conference papers, proceedings and abstracts
Paper title

Author

Conference
publication

Date

Commonwealth
Agreement
milestones

Robust conversion of
CCG derivations to
phrase structure trees

J.K. Kummerfeld,
D. Klein and J.R.
Curran

Proceedings of the 50th
Annual Meeting of the
Association for
Computational
Linguistics

2012

2.2.1d/e

Parser showdown at
the Wall Street corral:
an empirical
investigation of error
types in parser output

J.K. Kummerfeld,
D. Hall, J.R.
Curran and D.
Klein

Proceedings of the 2012
Joint Conference on
Empirical Methods in
Natural Language
Processing and
Conference on Natural
Language Learning

2012

2.2.1d/e
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Paper title

Author

Conference
publication

Date

Commonwealth
Agreement
milestones

N-best CCG parsing
and re-ranking

J.R. Curran and D.
Ng

Proceedings of the 50th
Annual Meeting of the
Association for
Computational
Linguistics

2012

2.2.1d/e

Event linking:
grounding event
reference in a news
archive

J. Nothman,
M. Honnibal,
B. Hachey and
J.R. Curran

Proceedings of the 50th
Annual Meeting of the
Association for
Computational
Linguistics

2012

2.2.1d/e

A sequence labelling
approach to quote
attribution

T. Keefe,
S. Pareti,
J.R. Curran,
I. Koprinska and
M. Honnibal

Proceedings of the 2012
Joint Conference on
Empirical Methods in
Natural Language
Processing and
Conference on Natural
Language Learning

2012

2.2.1d/e

The challenges of
parsing Chinese with
combinatory categorical
grammar

D. Klein and
J. Curran

Proceedings of the 2012
Conference of the North
American Chapter of the
Association for
Computational
Linguistics: Human
Language Technologies
(NAACL)

2012

2.2.1d/e

Relation guided
bootstrapping of
semantic lexicons

T. McIntosh,
L. Yencken,
J.R. Curran and T.
Baldwin

Proceedings of the 49th
Annual Meeting of the
Association for
Computational
Linguistics: Human
Language Technologies
(ACL)

2011

2.2.1d/e

Frontier pruning for
shift-reduce CCG
parsing

S. Merity and J.R.
Curran

Proceedings of the
Australasian Language
Technology Association
Workshop 2011 (ALTW)

2011

2.2.1d/e

Does Insider Trading
Really Move Stock
Prices; A Second Look

A. Frino and S.
Foley

2nd Finance and
Corporate Governance
Conference

2012

2.1.5e

Naive but effective NIL
clustering baselines –
CMCRC at TAC 2011

W. Radford,
B. Hachey,
M. Honnibal,
J. Nothman and
J.R. Curran

The Text Analysis
Conference TAC2011

2011

2.2.1d/e

Graph-based named
entity linking with
Wikipedia

B. Hachey,
J.R. Curran and
W. Radford

The 12th International
Conference on Web
Information System
Engineering WISE11

2012

2.2.1d/e

Information asymmetry
and the cost of equity
capital

W. He,
A. Lepone and H.
Leung

Finance and Economics
Conference

2011

2.1.5e
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Paper title

Author

Conference
publication

Date

Commonwealth
Agreement
milestones

Network anomaly
detection using a
commute distance–
based approach

N. Khoa,
T. Babaie,
S. Chawla and
Z. Zaidi

International Conference
in Data Mining
Workshop

2011

2.2.1d/e

Reconstruction and
analysis of biological
networks based on
large-scale data from
the NF-KB pathway

S. J. Janowski,
B. Kormeier,
K. Hippe,
Q.H. Nguyen,
S. Hong,
R. Hofestadt,
J. Stoye,
B. Kaltschmidt and
C. Kaltschmidt

International
Symposium on
Integrative
Bioinformatics 2011

2011

2.2.1d/e

TGI-EB: A new
framework for edge
bundling integrating
topology, geometry and
importance

Q. Nguyen,
S. Hong and
P. Eades

The 19th International
Symposium on Graph
Drawing

2011

2.2.1d/e

Tracking information
flow between primary
and secondary news
sources

W. Radford,
B. Hachey,
J.R. Curran and M.
Milosavljevic

The NAACL HLT
Workshop on
Computational
Linguistics in a World of
Social Media (SocMed)

2011

2.2.1d/e

Tracking information
flow in financial text

W. Radford,
B. Hachey,
J. R. Curran and
M. Milosavljevic

The Australasian
Language Technology
Association Workshop

2011

2.2.1d/e

A toe in the water:
Evidence from the
introduction of a dark
pool

S. Foley and A.
Frino

Finance and Corporate
Governance Conference

2012

2.1.5e

Table 14: Refereed journals
Paper title

Author

Publisher details

Date of
publication

The impact of a prorata algorithm on
liquidity: evidence
from the NYSE
LIFFE

A. Lepone and J.
Yang

Journal of Futures
Markets, 660–82

2012

Commonwealth
Agreement
milestones
2.1.3e

The impact of
European Union
Emissions Trading
Scheme (EU ETS)
National Allocation
Plans (NAP) on
carbon markets

A. Lepone,
R. Rahman and
J. Yang

Low Carbon Economy,
71–90

2011

2.1.5e

Hybrid approach to
combining CART
and logistic
regression for stock
ranking

M. Zhu,
D. Philpotts,
R. Sparks and M.
Stevenson

Journal of Portfolio
Management, 100–109

2011

2.1.5e
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Paper title

Author

Publisher details

Date of
publication

Creating value by
changing the old
guard: The impact
of controlling
shareholder
heterogeneity on
firm performance
and corporate
policies

F. Moshirian,
H. Deng,
P. Pham and
J. Zein

Journal of Financial
and Quantitative
Analysis

2012

Commonwealth
Agreement
milestones
2.1.5.e

Overnight public
information, order
placement and
price discovery
during the preopening

F. Moshirian,
H.G. Nguyen and
P. Pham

Journal of Banking and
Finance

2012

2.1.5.e

The future and
dynamics of global
systemically
important banks

F. Moshirian

Journal of Banking and
Finance

2012

2.1.5.e

The global financial
crisis and the
evolution of
markets, institutions
and regulation

F. Moshirian

Journal of Banking and
Finance

2011

2.1.5.e

The impact of
underlying market
closure on futures
market liquidity:
Evidence from
China

W. Wei and
A. Frino

International Journal of
Banking and Finance
vol.9, no. 2

2012

2.1.5e

The use of price
queries by the ASX
in the enforcement
of Australia’s
continuous
disclosure regime

C. Lernia and A.
Aspris

Journal of Applied
Research in
Accounting and
Finance vol. 6, no. 2

2012

2.1.5e

Analysis of intraday
market behaviour
before takeover
announcements

B. Rodrigues, R.
Castro Souza
and
M. Stevenson

International Review of
Financial Analysis vol.
21, Jan., 23–32

2012

2.1.5e

Predicting the
directional change
in consumer
sentiment

J. Yao,
G. Partington
and
M. Stevenson

Australian Journal of
Management

2012

2.2.3a.v

Convertible bonds
in a defaultable
diffusion model

T.R. Bielecki,
S. Crepey,
M. Jeanblanc
and
M. Rutkowski

Progress in Probability,
vol. 65, Stochastic
Analysis with Financial
Applications

2012

2.1.5e

Market models of
forward CDS
spreads

A. Kohatsu-Higa,
N. Privault and
S.J. Sheu (eds),
L. Li and M.
Rutkowski

Progress in Probability,
vol. 65, Stochastic
Analysis with Financial
Applications, Springer,
Basel AG

2012

2.1.5.e
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Paper title

Author

Publisher details

Date of
publication

Options on credit
default swaps and
credit default
indexes

A. Kohatsu-Higa,
N. Privault and
S.J. Sheu (eds)
and M.
Rutkowski

Credit Risk Frontiers:
Subprime Crisis,
Pricing and Hedging,
CVA, MBS, Ratings
and Liquidity, Springer
Basel AG

2012

Commonwealth
Agreement
milestones
2.1.5.e

Hedging of a credit
default swap option
in the CIR default
intensity model

T.R. Bielecki, D.
Brigo, F. Patras,
J. Wiley, T.R.
Bielecki, M.
Jeanblanc and
M. Rutkowski

Finance and
Stochastics, vol. 15,
541–572

2012

2.1.5.e

Constructing
random times with
given survival
processes and
applications to
valuation of credit
derivatives

P.V. Gapeev,
M. Jeanblanc,
L. Li and
M. Rutkowski

C. Chiarella and
A. Novikov,
Contemporary
Quantitative Finance,
Springer, Berlin

2012

2.1.5.e

Price queries and
the enforcement of
Australia’s
continuous
disclosure regime

C. Di Lernia and
A. Aspris

Journal of Applied
Research in
Accounting and
Finance, vol. 6:2, pp.
28–38

2012

2.1.5.e

Examination of
intraday patterns in
liquidity on the
NASDAQ

A. Lepone,
A. Flint and
D. Gerace

Journal of International
Finance

2012

2.1.5.e

Learning multilingual named entity
recognition from
Wikipedia

J. Nothman,
N. Ringland, W.
Radford T.
Murphy, and J.R.
Curran

Artificial Intelligence (in
press).

2012

2.2.1e

Controlling
shareholders
expropriation and
firms’ leverage
decision evidence
from Chinese nontradable share
reform

G. Tian and
Q. Liu

Journal of Corporate
Finance

2012

2.2.3a.v

Firms’ debt level
changes, and
expropriation by the
controlling
shareholders

G. Tian and
Q. Liu

Australian Journal of
Management

2012

2.2.3a.v

Board structure and
survival of new
economy IPO firms

G. Tian,
N. Chancharat
and
C. Krishnamurti

Corporate Governance:
An International
Review 20 (2)

2012

2.2.3a.v

Disproportional
ownership structure
and payperformance
relationship

G. Tian,
J. Cao and
X. Pan

Journal of Corporate
Finance, 17 (3)

2011

2.2.3a.v
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Paper title

Author

Publisher details

Date of
publication

The effect of
ownership structure
on leverage
decisions: New
evidence from
Chinese listed firms

G. Tian,
Q. Liu and
X. Wang

Journal of Asian Pacific
Economy, 16 (2)

2011

Commonwealth
Agreement
milestones
2.2.3a.v

Corporate
governance and
corporate finance
practices in a
Kuwait Stock
Exchange market
listed firm: A survey
to confront theory
with practice

G. Tian,
A. Mutairi,
M. Hasan and A.
Tan

International Journal of
Corporate Finance in
Business Society,
12(5), 1–27

2012

2.2.3a.v

Managerial
ownership, capital
structure and firm
value: Evidence
from China’s
civilian-run firms

G. Tian,
S. Ma and
R. Ruan

Australasian
Accounting Business
and Finance Journal, 5
(3), 73–92

2011

2.2.3a.v

Sample stock return
predictability in
Australia

D. Gallagher, P.
Dou, T. Walter
D. Schneider and

Australian Journal of
Management

2012

2.2.3a.v

Governance
through trading:
Institutional swing
trades and
subsequent firm
performance

D. Gallagher, P.
Gardner and P.
Swan

Journal of Financial
and Quantitative
Analysis

2012

2.2.3a.v

Institutional trading
and share returns

F. Douglas
Foster,
D. Gallagher and
A. Looi

Journal of Banking and
Finance vol. 35, no.12,
3383 –3399

2011

2.2.3a.v

Follow the leader:
Fund managers
trading in signalstrength sequence

K. Fong,
D. Gallagher, P.
Gardner and P.
Swan

Accounting and
Finance, vol. 51, 684–
710

2011

2.2.3a.v

A longitudinal study
of financial risk
tolerance

G. Van de
Venter,
D. Michayluk and
G. Davey

Journal of Economic
Psychology

2012

2.2.3a.v

The impact of
auctions on
residential property
prices

D. Wright,
M. Peat,
A. Frino

Accounting and
Finance

2011

2.1.5e

Improving forcedirected graph
drawings by making
compromises
between aesthetics

W. Huang,
P. Eades,
S.H. Hong and
C.C. Lin

VL/HCC, 176–183

2011

2.1.2d/e

Class confidence
weighted KNN
algorithms for
imbalanced data
sets

W. Liu and
S. Chawla

PAKKD (2) 345–356

2011

2.1.2d/e
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Paper title

Author

Publisher details

Date of
publication

A general
knowledge
mediation
infrastructure for
multi-agent systems

K. Chen and
H. Wang

Expert Systems with
Applications, 38, 495–
503

2011

Commonwealth
Agreement
milestones
2.1.2d/e

Robust record
linkage blocking
using suffix arrays
and bloom filters

H. Ke,
P. Christen,
S. Chawla and T.
de Vries

ACM Transactions on
Computational Logic,
vol. 2, no. 3

2011

2.1.2d/e

Margin-based
ensemble classifier
for protein fold
recognition

T. Yang,
V. Kecman,
L. Cao, C. Zhang
and J.Z. Huang

Expert Systems with
Applications

2011

2.1.2d/e

Combined mining:
Discovering
informative
knowledge in
complex data

L. Cao,
H. Zhang,
Y. Zhao,
D. Luo
C. Zhang

IEEE Transactions on
Systems, Man, and
Cybernetics, Part B
41(3): 699–712

2011

2.1.2d/e

Regulatory induced
performance
persistence:
Evidence from
hedge funds

D.J. Cumming,
N. Dai,
L.H. Haay and D.
Schweizer

Journal of Corporate
Finance

2012

2.1.5e

Venture capital in
crisis?

D.J. Cumming
and S.A. Johan

World Economic
Review

2012

2.1.5e

Private equity
performance under
extreme regulation

D.J. Cumming
and S. Zambelli

Journal of Banking and
Finance

2012

2.1.5e

Strategic asset
allocation and the
role of alternative
Investments

D.J. Cumming,
L.H. Haay and D.
Schweizer

European Financial
Management

2012

2.1.5e

Disclosure, venture
capital and
entrepreneurial
spawning

D.J. Cumming
and A. Knill

Journal of International
Business Studies

2012

2.1.5e

Why entrepreneurs
switch lead venture
capitalists?

D.J. Cumming
and N. Dai

Entrepreneurship
Theory and Practice

2012

2.1.5e

Measuring the
effect of bankruptcy
laws on
entrepreneurship
across countries

D.J. Cumming

Journal of
Entrepreneurial
Finance

2012

2.1.5e

The impact of
trading halts on
liquidity and price
volatility: Evidence
from the ASX

A. Frino,
S. Lecce and R.
Segara

Pacific Basin Finance
Journal, vol. 19, no. 3,
pp. 298–307

2012

2.1.5e

Experiences and
challenges in the
development of the
Chinese capital
market

D.J. Cumming,
A. Guariglia,
W. Hou and
E. Lee

European Journal of
Finance

2012

2.1.5e
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Paper title

Author

Publisher details

Date of
publication

Diversification and
the cross-section of
hedge fund returns

H.A. Shawky, N.
Dai and
D.J. Cumming

Journal of Corporate
Finance 18, 166–178

2012

Commonwealth
Agreement
milestones
2.1.5e

Publicly funded
business advisory
services and
entrepreneurial
outcomes

D.J. Cumming
and E. Fischer

Research Policy 41,
467–481

2012

2.1.3e

The value of capital
market regulation:
IPOs versus
reverse mergers

C. Carpentier,
D.J. Cumming
and J.M. Suret

Journal of Empirical
Legal Studies 9, 56–91

2012

2.1.5e

Law, ethics and
finance:
Implications for
international
investment and
portfolio
management

R. Cressy,
D.J. Cumming,
and C. Mallin

European Journal of
Finance

2012

2.1.5e

Harmonised
regulatory
standards,
international
distribution of
investment funds
and the recent
financial crisis

D.J. Cumming,
G. Imad and
A.
Schwienbacher

European Journal of
Finance, 18(3–4), 261–
292.

2012

2.2.3a.v

European market
quality pre/postMiFID: A panel
discussion of
metrics for market
integrity and
efficiency

M. Aitken,
F. Harris and
E. Dimarco

Journal of Trading

2012

2.1.3e

The impact of
auctions on
residential property
prices

A. Frino,
M. Peat and
D. Wright

Accounting and
Finance

2012

2.1.5e

Index arbitrage and
the pricing
relationship
between Australian
stock index futures
and their underlying
shares

J. Cumming and
A. Frino

Accounting and
Finance, vol. 51, no. 3,
pp. 661–683

2011

2.1.5e

The determinants of
execution costs in
short-term money
markets

A. Frino,
J. Kruk and
A. Lepone

Financial Review vol.
46, Issue 3, pp. 337–
355

2011

2.1.5e
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Table 15: Papers in progress – forthcoming and submitted
Paper title

Author

Publisher details

Commonwealth
Agreement
milestones

Intraday price formation in index
CFDs: Evidence from the ASX

A. Lepone and J.
Yang

Journal of Empirical
Finance, forthcoming

2.1.5e

Unequal access to analyst
research

A. Lepone, H.
Leung and G.J.
Li

Australian Journal of
Management,
forthcoming

2.1.5e

Intraday patterns in quoted
depth on the NASDAQ

A. Flint, A. Frino,
A. Lepone and D.
Gerace

The International Journal
of Finance, forthcoming

2.1.5e

Does broker anonymity hide
informed traders?

A. Lepone, R.
Segara, and B.
Wong

International Finance
Review: Transparency
and Governance,
forthcoming

2.1.5e

An empirical analysis of the
relationship between credit
default swap spreads and shortselling activity

S. Lecce,
A. Lepone and M.
McKenzie

Submitted to Journal of
Financial Markets

2.1.5e

Anonymity and heterogeneously
informed brokers

A. Lepone and
G.J. Li

Submitted to PacificBasin Finance
Journal

2.1.5e

The pricing and efficiency of
Australian Treasury Bond
Futures

A. Frino,
W. He and
A. Lepone

Submitted to Australasian
Accounting, Business
and Finance Journal

2.1.5e

The effects of reducing the
minimum tick on market quality:
Evidence from the SGX

A. Frino, A.
Lepone and B.
Wong

Submitted to Asia Pacific
Financial Markets

2.1.5e

Price impact of corporate bond
trading: Evidence from the
Australian Securities Exchange

A. Frino,

Submitted to Accounting
and Finance

2.1.5e

G. Gong and A.
Lepone

Market efficiency: Phase II(EU
ETS) carbon futures market

A. Lepone,
A. Sacco and
J. Yang

Submitted to Review of
Futures Markets

2.1.5e

Determinants of liquidity and
execution probability: Evidence
from an exchange operated dark
pool

W. He and
A. Lepone

Submitted to Financial
Review

2.1.5e

Long-term intraday temperature
to price weather derivatives

J. Svec and
M. Stevenson

Under second round
review at the International
Journal of Forecasting

2.1.5e

Modelling and forecasting failure
of hedge funds and funds-ofhedge-funds

H. Lee,
J. Yao and
M. Stevenson

Under review at Review
of Finance

2.1.5e

Takeover prediction using
forecast combinations

B. Rodrigues and
M. Stevenson

Under review at
International Journal of
Forecasting

2.2.3a.v

High frequency trading
assessing the impact on market
efficiency and integrity

A. Aspris

Foresight Future of
Computer Trading in
Financial Markets
Project, UK, forthcoming

2.1.5e
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Paper title

Author

Publisher details

Commonwealth
Agreement
milestones

Market quality surrounding a tick
size increase: Evidence from the
Sydney Futures Exchange

A. Lepone,
A. Flint and
D. Gerace

Submitted to Journal of
Futures Markets

2.1.5e

Do option strategy traders have
a disadvantage? Evidence from
the Australian options market

A. Lepone,
A. Flint and
D. Gerace

Submitted to Journal of
Banking and Finance

2.1.5e

The impact of market maker
competition on market quality:
Evidence from an options
exchange

A. Aspris,
A. Frino and
A. Lepone

Australasian Accounting
Business and Finance
Journal, forthcoming

2.1.5e

Costless closing price
manipulation on the Hong Kong
Exchange

J. Chau,
S. Foley and J.B.
Wong

Australasian Accounting,
Business and Finance
Journal, 2012,
forthcoming

2.1.5e

Table 16: Papers in progress – working papers
Paper title

Author

Commonwealth
Agreement
milestones

SEO activity and associated broker trading
volume

E. Jarnecic and Y.
Liu

2.1.5e

Do retail traders contribute to volatility?

A. Frino,
E. Jarnecic
and M.Y. Lim

2.1.5e

Asymmetric effects of sell-side analyst
optimism and broker market share by clientele

A. Grant, E. Jarnecic
and M. Ma

2.1.5e

Sovereign credit default swaps trading and the
European government debt crisis

A. Dufour and
L. Machain

2.1.5e

Does insider trading explain price run-up
ahead of takeover announcements?

A. Aspris,
S. Foley and A. Frino

2.1.5e

The relationship between board independence
and stock liquidity

A. Aspris and A. Frino

2.1.5e

The price impact of director trading and
announcements: Evidence from the Australian
Securities Exchange

A. Aspris, A. Frino and G.
Gong

2.1.5e

Dark Trading on Public exchanges

S. Foley, K. Malinova, A.
Park

2.1.5e

High Frequency Trading and end of day
Manipulation

M. Aitken

2.1.5e

The love triangle: CEO turnover, board
monitoring and institutional trading

J. Parwada and
K. Siaw

2.2.3a.v

Capturing information asymmetry through PIN
decomposition

W.C. Wei

2.2.3a.v

Continuous disclosure: The use of
infringement notices as an enforcement tool

C. Di Lernia

2.1.5e
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Paper title

Author

Commonwealth
Agreement
milestones

Counterparty credit risk in the interest rate
swap market

P. Edney

2.2.3a.v

Network effects in the bill payments market

A. Akra

2.2.3a.v

The new institutional framework of European
financial market supervision: Real
improvement or small political step forward?

N. Kost de Serves and
L. Sasso

2.1.5e

A new metric of market integrity for the Hong
Kong Stock Exchange

M. Aitken, K. Chan and K.
Wong

2.1.3e

An empirical test on the liquidity-based theory
of the closed-end funds

J. Parwada and
K. Siaw

2.2.3a.v

Annuitisation with phased consumption
requirements

J. Ding

2.2.3a.v

Determinants of liquidity and execution
probability in exchange-operated dark pools:
evidence from the Australian Securities
Exchange

W. He and A. Lepone

2.1.5e

Do algorithmic traders have an advantage?
Evidence from the Australian Securities
Exchange (ASX)

A. Sacco and
A. Lepone

2.1.5e

Do ‘hot hands’ exist among active Australian
equity mutual fund managers?

L. Xi

2.2.3a.v

Does foreign ownership actually matter?

A. Frino, A. Vadilyev,
A. Aspris, M. Aitken and
W. Renner

2.1.5e

Impact of anonymity on liquidity in limit order
books

J. Chau

2.1.5e

Incremental commute time distance and
applications in anomaly detection systems

N. Khoa and S. Chawla

2.2.1e

Market quality surrounding a tick size increase:
Evidence from Eurex and the Sydney Futures
Exchange

A. Flint, D. Gerace and A.
Lepone

2.1.3e

Media and market efficiency

T. Fung

2.1.5e

Predicting daily return using quantitative data
and ASX announcements

Z. Zhao

2.1.3e

Pre-trade transparency and the information
content of the limit-order book

H. Duong, P. Kalev, and
Y. Sun

2.1.5e

Quantifying shareholder losses from
continuous disclosure breaches: An
assessment of US court methods

D. Maroney

2.2.1e

Robust outlier detection using commute time

K. Nguyen and
S. Chawla

2.2.1e

Solution to the life cycle model in the presence
of Australia’s Age Pension

J. Ding

2.2.3a.v
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Paper title

Author

Commonwealth
Agreement
milestones

Stress-testing bank residential mortgage
portfolios by decomposing the mean

K. Durrani

2.2.3a.v

Sub-penny pricing in dark pools

A. Kwan and T. McInish

2.1.5e

The impact of CSI 300 Index Futures
introduction

A. Frino, W. He and
A. Lepone

2.1.5e

The impact of spread constraints on dark pool
activity

A. Kwan and T. McInish

2.1.5e

Tick size and dark pool activity: An analysis of
trading in stocks around $1.00

A. Kwan and T. McInish

2.1.5e

Media and market quality

H. Wang

2.1.5e

The impacts of market manipulation on
Chinese Stock Market: the case of Guangdong
Zhonghengxin

L. Zhu

2.1.5e

The impact of co-location on liquidity

A. Frino, V. Mollica and
R. Webb

2.1.5e

Table 17: Key to the Commonwealth Agreement milestones
Figure

Milestone category

2.1.3e

Research papers on cross-market time series analysis: Development of techniques based
on information theory/algorithmic statistics for financial time series

2.1.5e

Research papers on economic analysis of market structure, technology and integrity

2.2.1d/e

Research papers on entity tracking, information distillation, free text query and audio
mining

2.2.3a.v

Surveillance of LIFE offices, superannuation funds and bank risk research studies that
develop new insights relevant to identifying risks in insurance, funds management and
banking business

B 3.2.1

Health insurance surveillance research papers on social networking and data mining with
specific relevance to the health insurance industry
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4. Utilisation and commercialisation
The strategic goal of the CMCRC’s commercialisation program is to drive commercial value
out of the Centre’s research and development program. A key objective of this program is to
provide a fund of sufficient size to support the continuation of the CMCRC’s activities once
the Australian Government CRC Program expires in 2014. The sale of the CMCRC’s stake in
SMARTS Group in FY2011 brought the CMCRC significantly closer to achieving its selffunding goal.
Commercialisation activities continue to be focused on the capital markets and insurance
sectors, with keynote achievements for the year including the successful commercialisation
of the CMCRC’s health and workers compensation insurance solutions business, and the
continued growth of its expert witness and consulting services business. The Centre is ontrack to meet its commercialisation outputs and all milestones by June 2014.
Governance and overall strategic direction of commercialisation activities continues to be
driven by the CEO and independent Board of Capital Markets Technologies Pty Ltd, which
reports to the CMCRC Board.
4.1. Commercialisation activities and resources
The activities and resources that the CMCRC provides directly or sources externally to
support the full spectrum and lifecycle of commercialisation activities are summarised in the
table below.
Table 18: CMCRC commercialisation activities and resources
Lifecycle stage
Research and
development

Incubation

Early stage
commercialisation

Full
commercialisation

Support facilities and
services
CMCRC management

▲

▲

CMCRC R&D division
involvement

▲

▲

CMCRC administration
and accounting services

▲

▲

▲

Accommodation/infrastr
ucture

▲

▲

▲

▲

▲

▲

▲

Funding
CMCRC funding
Government R&D
grants

▲

Government
commercialisation
grants and loans

▲

Commercial funding
(e.g. venture capital or
strategic investors)

▲

▲
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Partner involvement
Universities

▲

▲

Industry partners

▲

▲

Strategic technology
and market partners

▲

▲

▲

4.2. Commercialisation Ventures and Activities
A summary of the CMCRC’s commercialisation ventures and their lifecycle status at 30 June
2012 is provided in Table 19. This is followed by a brief description of the initiative, its status,
and its actual and/or intended impacts on the target market segment.
Table 19: CMCRC Commercialisation Lifecycle Stage
Lifecycle stage
Venture

Research
and
development

Incubation

Early stage
commercialisation

Full
commercialisation

Monetisation

Capital
markets
Electronic
Witness
and
Consulting
Services

▲

TrADeLab

▲

Insurance
CMC-HIBIS
(Health
Insurance)

▲

Lorica
(WorkCover
Insurance)

▲

4.3. Capital Markets Ventures
Electronic Witness Consulting Services (EWS)
The company, established in 2010, leverages the expertise of CMCRC personnel, market
integrity and quality experts associated with the CMCRC across the globe, and the SMARTS
technology platform to:


develop a quarterly Market Quality Report, as well as ad hoc reports, on the
impact of particular market design changes on integrity and efficiency

Page 42

Annual Report 2011–12

apital Markets
CRC Limited






develop data-supported evidence and logical tests to establish or defend against
charges of insider trading, market manipulation or breaches of continuous
disclosure
develop an integrated system of managing these cases that will be useful to
regulators, courts of law, litigators, brokers and other market participants
provide expert witness and related professional services.

In its second year of operation, the company has continued to build market presence in
Australia and internationally through broad-based marketing activities and the sales of both
the Market Quality Report and expert witness and related consulting services.
TrADeLab
In late 2009, the TrADeLab company was established to provide services to the education
sector through the commercial distribution of TrADeLab software and the accompanying
textbook. The software allows students to practise their understanding of theories of trade
execution, arbitrage and market making by providing interactive classroom simulations. The
solution is used by three Australian universities and one international university.
4.4. Insurance Ventures
The CMCRC’s insurance initiatives have achieved significant commercial success during the
past year. With effect from 1 July 2012 these have been spun-out into a new company, CMC
Insurance Solutions, which will remain predominantly owned by the CMCRC.
CMC-HIBIS
The CMCRC’s health insurance initiatives represent an investment of over $5 million across
five years, covering research and development as well as extensive trialling of the systems
with large and medium-sized insurers. Today the solutions are backed up by an experienced
multi-disciplinary team that includes experts in health, health insurance claims processing
and leakage, as well as deeply experienced data mining and modelling experts,
technologists and project management staff.
The flagship initiative, Health Insurance Business Intelligence Services (see www.cmchibis.com) was established to provide claims leakage prevention and management solutions
and services. The past year has seen the rapid transition of this initiative from early-stage
commercialisation to full commercialisation driven by sales of the solution to two-thirds (24)
of Australia’s private health insurers. The sales followed a number of successful proof-ofconcept trials. Further trials are underway and there is a reasonable expectation that total
market share will increase to over 75% of the Australian industry during FY2013. This activity
will be coupled with initial test-marketing into a number of targeted overseas markets.
The CMCRC has also developed a broader health claims analytics solution, I+PLUS, built
around claims-scoring and predictive modelling, that enables insurers to assess the
comparative performance of healthcare providers. The beta version of the solution has
attracted significant attention from health insurers and intensive trials of the solution with
three health insurers will occur during FY2013. This solution is also seen as relevant to the
public health arena, and partnering opportunities will be sought during the coming year.
Lorica
This initiative is focused on the workers compensation sector. It commenced as a research
and development initiative, in conjunction with industry partner, CGU (part of the Insurance
Australia Group). During FY2011, the prototype solution developed under the R&D
arrangement was redeveloped into a full industrial-strength solution. The solution was
deployed into CGU’s NSW business and is currently supported under a commercial
agreement.
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The past year has seen the combining of the Lorica and CMC-HIBIS teams to enable greater
cross-pollination at a solution and industry-sector level. During FY2013 opportunities for the
sale of the collective of the two solutions, Lorica and CMC-HIBIS, to the workers
compensation and traffic accident sectors will be pursued.
4.5. Benefits to target segments
The key end-market benefits derived from commercialisation activities in capital markets
relate to sustaining and improving the integrity and efficiency of capital markets. The
extensive Australian and international use of the tools and services developed by the
CMCRC directly, or in partnership with others, provides a good indication of the value
perceived by end users.
The key end-market benefits derived from commercialisation activities in the insurance
sector relate to reducing health insurance claims leakage (errors, over-servicing and fraud)
and enhancing the management of workers compensation insurance claims. The tools and
services provided also have the propensity to provide second-order impacts that enhance
health outcomes.
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5. Education and training
CMCRC operates a world-class dynamic education program which engages a substantial
number of industry research partners as well as Australian and overseas universities. The
program supports 50 PhD student placements at any one time and has produced 82 PhD
graduates since 2004. These graduates are making significant contributions to the finance
industry in Australia and around the world. During FY2012, a total of 61 PhD students
received scholarships, including new starters, continuing and completing students. The
Centre is on track to comfortably meet its education outputs and all milestones by June 2014.
The CMCRC’s Education Program provides a vital connection between universities and
industry. The CMCRC’s Australian operations provide a focal point for activity. However,
international secondments ensure PhD researchers receive overseas experience during their
candidature. Currently, six students are seconded to overseas industry partners based in
Hong Kong, London, Paris, Singapore, Toronto and Washington DC.
Objectives
The Education Program aims to develop and nurture human capital with specialist skills
predominantly in the surveillance of capital markets, and in the design and operation of
securities markets. The program is active in providing innovative technological solutions to
the finance industry, whether in securities markets, investment management or in brokerage.
The keys to our success have been recruiting high-calibre research students from finance,
accounting, law and computer science; applying student research to commercial needs of
end users; providing a supportive environment to engage academic supervisors in industrysponsored research; applying industry data in academic research; and developing a strong
training program which includes online courseware to prepare students for industry
engagement. The PhD program attracts top graduates in the areas of finance, accounting,
law and technology.
Benefits
The Education Program continues to demonstrate success in attracting high-quality domestic
and international students to capital markets research. The PhD program provides both
academic and commercial benefits to the staff and students involved, the universities, the
CMCRC and to industry sponsors in the finance sector. These benefits include the
development of acutely needed human capital in Australia, the advancement of knowledge
and the development of reputational capital that can provide both academic and commercial
benefit. Furthermore, the Education Program assists universities to engage with industry,
contributes to the government research quantum and to university PhD progression targets.
There are also commercial benefits to sponsors, the potential of spin-off companies for the
CMCRC and thus a share in commercial proceeds for all partners involved in the program.
Challenges
The structure to support the PhD program includes the Director of Education (part time) to
ensure the PhD program achieves its goals and runs smoothly. A Senior Education Manager
(full time) is responsible for the day-to-day running of the Education Program. Both are
tasked with ensuring the effective combination of the key inputs, students, supervisors and
research infrastructure, as outlined above. This involves creating smooth-running
administrative and communication structures, but more important is maintaining strong
relationships with students, supervisors, program leaders, sponsor representatives and key
staff at the member universities.
Networking functions and onsite visits to the various departments and research sites provide
a means of cultivating and developing professional relationships. In addition, a rigorous
quality-control system has been developed to track student progress and maintain the
highest standards of student and supervisor academic performance.
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Recruitment
Central to the Education Program’s success is its ability to attract and retain high-calibre
research students. This is evidenced by the standard of the students’ prior studies and by the
competitiveness of the CMCRC’s application process, which draws PhD students from
honours programs in finance, accounting, econometrics, actuarial studies, computer science
and applied mathematics. Recruitment of students in FY2012 was strong. Twenty students
commenced in 2011–12 (see Table 26). The majority are enrolled in PhD degrees in the
disciplines of finance and computer science. Several are enrolled in masters programs with
the expectation they will convert to PhD candidature after their first year. To attract and retain
the highest quality students, the CMCRC offers scholarships averaging $50,000 per annum.
Many of the CMCRC’s scholarships are structured on a performance-based payment profile:
$40,000 in year one, $50,000 in year two and $60,000 in year three.
The CMCRC recruits students through advertisements and direct contact. PhD scholarships
are competitively awarded, by a selection committee with membership drawn from the
partner universities – University of Sydney, University of NSW, University of Technology,
Sydney and Macquarie University. Successful applicants must enrol at a partner university to
receive the scholarship. The skills and attributes of candidates must meet the requirements
of industry sponsors and research program directors. The industry sponsor is involved in the
selection process and normally interviews the student to establish an effective working
relationship.
Industry involvement in supervision
PhD students are attached to and co-supervised by one of the industry participants. Industry
supervision is encouraged to the extent that research topics are closely aligned to the
research needs of the industry sponsor and student researchers are normally
accommodated for part of each week onsite at the industry partner’s offices. In effect this
means research is driven by the industry supervisor, while academic requirements and
research methods are the responsibility of the academic supervisor.
Graduate destinations
The PhD scholarship program has produced 82 student graduates to date (see Table 27).
Graduate destinations include the finance and banking industry, the commercial IT sector,
government research and management positions, as well as university lectureships. CMCRC
graduates have progressed to important and influential positions, such as directorships in the
finance industry. A number of former students have entered the ranks of government
research institutes, including the Australian Prudential Regulation Authority (APRA) and
National ICT Australia (NICTA). The CMCRC’s student alumni continue as stakeholders
through our equity scheme and through regular events which bring together our current and
former students.
Seminars, workshops and undergraduate courses
The CMCRC operates a dedicated research facility which accommodates up to 80
researchers and is a focus for research and training activities. From this facility, the CMCRC
offers support services, induction, education and training.
The provision of relevant coursework is a key ingredient of a supportive infrastructure and
equips the PhD students for their research task. The Education Program offers three
specialised courses which supplement the course offerings of member universities, namely:
Market Microstructure, Market Data Analysis and Market Regulation. From time to time
bespoke courses are provided on technical topics such as Price Discovery and Market
Surveillance. As some students are based in overseas locations, we deliver many of our
courses online.
The Education Program is also enhanced by an annual research conference, last held in July
2012. This conference helps to disseminate important research findings, and also provides
an excellent opportunity to prepare students for international conference participation and
academic life in general. The underlying rationale is to benchmark performance and to enrich
and shape future research directions. During the year we also provide seminars, workshops
and courses to students. Our ‘visiting scholars program’ brings international experts into
contact with students and supervisors. Social functions extend this suite of formal events and
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provide a means of cementing and maintaining relationships. Through these avenues, our
researchers make constructive contact with other students, academics and leading industry
experts.
5.1. CMCRC Academics – Seminars and Workshops
Table 20: CMCRC seminars and workshops
Surname

First name

Institution

Date

Seminar and workshop topics

Aitken

Michael

CMCRC

Mar 2012

Expert witness case workshop (ASIC)

Aitken

Michael

CMCRC

Feb 2012

Expert witnesses case workshop (Wilson case)

Aitken

Michael

CMCRC

Nov 2011

Kuwait SE market abuse (ITP) workshop

Chau

Jane

University of
Wollongong

June
2012

Market structure, liquidity and integrity (CMCRC
Conference)

Chen

Zhe

SAS

June
2012

Trade timing and its strategic implications for
active managers (CMCRC Conference)

Ding

Jack

Rice Warner
Actuaries

June
2012

Post-retirement financial planning and
retirement public policies (CMCRC Conference)

Dou

Paul

UniSuper

June
2012

Dynamic asset allocation and return
predictability (CMCRC Conference)

Flint

Anthony

ASX

June
2012

A study of option liquidity on the Australian
market (CMCRC Conference)

Jin

Gao

Graduate School
of the Peoples
Bank of China

Sep 2011

Chinese markets, financial structures and
development

Kim

Yong Han

Financial
Supervisory
Service of Korea

Mar 2012

The possibility of the coexistence of insider
trading and information-based market
manipulation

Liu

Jimmy

ASX

June
2012

What determines the success of Chi-X: A global
analysis (CMCRC Conference)

Maroney

Daniel

ASX

June
2012

Estimating shareholder loss for future lawsuits
in an efficient market (CMCRC Conference)

Rosati

Pierangelo

University of
Chieti, Pescara

June
2012

Financial accounting and corporate
governance: Economic consequences of
disclosure regulation (CMCRC Conference)

Sacco

Alex

Chi-X

June
2012

Algorithmic trading and market quality (CMCRC
Conference)

Tarca

Silvio

APRA

June
2012

The interaction between credit risk and interest
rate risk (CMCRC Conference)

Vadilyev

Alexander

Corporate
Governace
Research
Centre

June
2012

Financial constraint risk, cash distribution and
corporate governance (CMCRC Conference)

Wei

Wangchun

Regal Funds
Management

June
2012

Comparing price impact with time changed
durations (CMCRC Conference)

Xi

Lihui

Russell
Investments

June
2012

Alpha generation in portfolio management:
Long-run Australian equity fund evidence
(CMCRC Conference)

Zhao

Zhendong

Macquarie
University

June
2012

Machine learning for data and text mining from
financial data (CMCRC Conference)

Zhu

Ling

NASDAQ OMX

June
2012

The impact of market design changes on the
market quality of the Chinese securities market
(CMCRC Conference)
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5.2. Courses
Courses offered during the financial year ending 30 June 2012
Course

Instructor

Market microstructure (Semester Two, 2011)

Associate Prof A. Lepone and Dr A.
Aspris (University of Sydney)

Market microstructure (Semester One, 2012)

Associate Prof A. Lepone and Dr A.
Aspris (University of Sydney)

Market data analysis (Semester Two, 2011)

Shan Ji (CMCRC)

Price discovery (Semester Two, 2011)

Prof R. Harris (Wake Forest University,
US)

5.3. 2007 intake
Table 21: PhD students accepted in FY2007
Name

University

Supervisor

Research theme

Thesis topic

A. Gravitis

USYD

A. Frino

Market design

Market microstructure of equity
markets

C. Lai

UNSW

S. Taylor

Market design
/accounting

Earnings quality and forensic
accounting

C. Lao

UTS

C. Zhang

Data mining

Data mining in security markets

G. Li

USYD

A. Frino

Market design

Market microstructure of futures
markets

H. Malloch

USYD

O.K. Kwon

Market design

Derivative securities and portfolio
formation

I. Palit

USYD/
ESSEX

E. Jarnecic

Market design

Quantitative finance and trading

5.4. 2008 intake
Table 22: PhD students accepted in FY2008
Name

University

Supervisor

Research
theme

Thesis topic

B. Liu

UTS

L. Cao

Data mining

Nesting one-against-one algorithms
for multi-class classification
problems

B. Wong

USYD

A. Frino

Market design

Derivatives used by fund managers

E. Di Marco

USYD/
UNSW

M. Aitken

Market design

Cross-market linkages

F. Ball

UTS

P. Wells

Accounting and
audit

How external auditors pick IPO
winners

F. Lu

UNSW

M. Balatbat

Market design

Measurement of earnings quality in
China

F. Sensenbrenner

USYD

K. Pattenden

Market design

Three essays on insider trading and
price discovery in harmonised
markets

J. Donato

USYD

M. McKenzie

Market design

Corporate governance and financial
distress

J. Kruk

USYD

A. Frino

Market design

Execution costs in futures and OTC
markets

J. Wong

USYD

A. Frino

Data mining

Investors and bankruptcy
announcements

J. Wylie

USYD

A. Frino

Market design

High frequency trading in equities
market

J. Yang

USYD

M. Stevenson

Market design

Essays on options market

J. Zuo

UTS

L. Cao

Data mining

Agent-based distributed data mining
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Name

University

Supervisor

Research
theme

Thesis topic

K. Liu

USYD

M. McKenzie

Market design

Superannuation performance

K. Nguyen

USYD

S. Chawla

Data mining

Unifying global and local outlier
detection using commute time
distance

L. Loh

UNSW

M. Aitken

Audit/markets

Microstructure of Asian markets

L. van Keulen

USYD

M. McKenzie

Market design

Risk management for
superannuation funds

M. Clifton

UTS

D. Michayluk

Data mining

Algorithmic trading

M. Karbouris

UNSW

J. Henker

Market design

Insider trading and fragmented
equity markets

M. Kim

UNSW

K. Wong

Data mining

Rule-based system for finance
applications

M. Mistry

USYD

M. Peat

Data mining

Microstructure in financial markets

M. Snape

USYD

E. Jarnecic

Market design

Essays on the London order book

M. Xu

UNSW

M. Bain

Data mining

Data mining in stock exchange
markets

P. O’Shea

USYD

M. Peat

Interoperability

Dynamic portfolio management

R. Philip

USYD

G. Partington

Market design

Survival analysis of stock runs

S. Lecce

USYD

E. Jarnecic

Market design

Market quality indicators on ASX
equities

S. Xiao

UTS

L. Cao

Data mining

One-class support vector machine

T. Blakers

UNSW

J. Henker

Market design

Measuring trades in securities
markets

T. de Vries

USYD

S. Chawla

Data mining

Outlier detection

W. Liu

USYD

S. Chawla

Data mining

Outlier detection

Z. Zheng

UTS

L. Cao

Data mining

Information asymmetry in securities
markets

5.5. 2009 intake
Table 23: PhD students accepted in FY2009
Name

University

Supervisor

Research theme

Thesis topic

A. Akra

USYD

M.
Stevenson

Interoperability

Investigating the key drivers of the
transaction volume growth of BPAY

A. Flint

UoW

D. Gerace

Market design

An examination of intraday patterns of
liquidity on the NASDAQ

A. Kwan

UNSW

M. Aitken

Market design

Evaluation of market quality on the ASX

A. Nguyen

UNSW

N. Oh

Market design

Trading costs and diversion of opinion

D. Li

York U.

D. Cumming

Market design

Market design changes and surveillance
of the Canadian securities market

F. Szabolcs

USYD

L. Hossain

Information
technology

Identifying syndicates of irregular service
providers

G.
Klopotowski

USYD

L. Hossain

Information
technology

Communities of practice for chronic
disease management support

J. Chan

UNSW

M. Aitken

Market design

Hong Kong market integrity surrounding
market design changes

J. Chau

UoW

D. Gerace

Market design

Three essays on market integrity:
Evidence from Hong Kong

J. Lai

City U.
H.K.

H. Wang

Data mining

Information systems design for Hong
Kong SFC

J. Nothman

USYD

J. Curran

Language
technology

Event tracking in financial news
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Name

University

Supervisor

Research theme

Thesis topic

K. Alampieski

USYD

M. McKenzie

Market design

Market liquidity around earnings
announcements

K. Durrani

USYD

M. Peat

Market design

Model risk and stress testing in
residential mortgages

M. Lee

UTS

T. Walter

Market design

Reduction in securities transaction costs
on the Singapore exchange

M. Zhu

USYD

M.
Stevenson

Data mining

Quantitative portfolio management

N. Kost De
Sevres

UNSW

M. Aitken

Market design

Market quality at Euronext

N. McKinlay

USYD

L. Hossain

Information
technology

Workflow modelling of insurance claim
processing using social network analysis

R. Rahman

USYD

A. Lepone

Market design

Three essays on carbon market
microstructure

S. Uddin

USYD

L. Hossain

Information
technology

Network analysis in public health

T. Fung

City U.
H.K.

H. Wang

Data mining

Market manipulation in the Hong Kong
securities market

W. He

USYD

A. Lepone

Market design

Information and the cost of capital

5.6. 2010 intake
Table 24: PhD students accepted in FY2010
Name

University

Supervisor

Research
theme

Thesis topic

A. Hotz

USYD

G.
Partington

Market
design

Co-integration, price discovery and
algorithmic trading

C. Schmidt

UTS

D. Gallagher

Wealth
management

The significance of quality stocks on the
performance of fund managers

E. Lai

UTS

D. Gallagher

Wealth
management

Funds management inefficiencies in
portfolio management

Q. Nguyen

USYD

P. Eades

Information
tech

Visualisation methods for market data

J. Ding

MQU

G. Kingston

Actuarial/
finance

Post-retirement financial planning

J. Pardea

USYD

A. Frino

Corporate
governance

The impact of director independence on
corporate governance

L. Xi

UTS

D. Gallagher

Wealth
management

Value generated from active trading and
the portfolio holdings

L. Zhu

UNSW

M. Aitken

Information
technology

Market manipulation in the Chinese
securities market

P. Edney

USYD

K. Walsh

Prudential
regulation

Liquidity risk in matched-maturity funds
transfer pricing

S. Foley

USYD

A. Frino

Corporate
governance

Corporate governance surrounding
takeover events

P. Dou

UTS

D. Gallagher

Wealth
management

Cross-region, cross-sector asset allocation
with regimes

Z. Chen

UTS

D. Gallagher

Wealth
management

Decentralised construction of a portfolio of
actively managed funds
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5.7. 2011 intake
Table 25: PhD students accepted in FY2011
Name

University

Supervisor

Research
theme

Thesis topic

A. Sacco

USYD

A. Lepone

Market design

Algorithmic trading: Market quality and the
ASX

A. Vadilyev

UNSW

F. Moshirian

Prudential
regulation

Australian and international prudential
regulation topics

C. Di Lernia

USYD

T. Carlin

Market
surveillance

Organisational compliance with the
continuous disclosure regime

D. Maroney

USYD

A. Frino

Prudential
regulation

Measuring the loss to shareholders from
breaches of continuous disclosure obligations
with an event study

K. Chen

City U. H.K.

H. Wang

Data mining

Common-sense knowledge enhanced
financial decision support: Conceptual
modelling, framework design and prototype
development

K. Siaw

UNSW

J. Parwada

Wealth
management

Interaction of governance and asset pricing in
listed investment funds

L. Machain

Reading

A. Dufour

Market design

Credit default swaps trading and the
European government bond crisis

T. O'Keefe

USYD

J. Curran

Data mining

Approaches to multi-level sentiment detection

W. Radford

USYD

J. Curran

Data mining

Linking entities in text

W. Wei

USYD

A. Frino

Wealth
management

A normative approach on information flow in
market microstructure

Y. Liu

USYD

E. Jarnecic

Market design

Equity issues and the impact of lead
manager affiliation on analyst research and
broker market share

5.8. 2012 intake
Table 26: PhD students accepted in FY2012
Name

University

Supervisor

Research theme Thesis topic

Z. Zhao

MQU

M. Johnson

Data mining

Machine learning for data and text mining
from financial data

F. Zhan

York U.

D. Cumming

Market design

Exchange trading rules, surveillance and
insider trading

B. Zhang

UniSA

P. Kalev

Market design

Trading behaviour around earning
announcements

K. Sun

UniSA

P. Kalev

Market design

Price impact, information content and price
discovery in derivatives markets

S. Tarca

USYD

M. Rutkowski

Prudential
regulation

The interaction between credit risk and
interest rate risk

S. Yu

USYD

G. Barrett

Wealth
management

Retiree wellbeing and the global financial
crisis

J. Dosanjh

UTS

D. Michayluk

Market design

Execution costs in the exchange-traded
fund market

P. Rosati

UCP

R. Palumbo

Accounting

Economics consequences of disclosure
regulation

A. Martins

UNSW

F. Moshirian

Wealth
management

Macroeconomic considerations for funds
management

D. Joseph

MQU

V. Mollica

Market design

High frequency trading and market
efficiency
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Name

University

Supervisor

Research theme Thesis topic

M. Lim

USYD

E. Jarnecic

Market design

Essays on high frequency trading

R. Zhang

USYD

A. Frino

Market design

Behavioural aspects of financial planning

S. Zhang

MQU

V. Mollica

Market design

The determinants of bid-as spreads: Time
series evidence for the Australian Securities
Exchange

E. Lee

USYD

A. Lepone

Market design

Market design in Singaporean market

D. Harris

UNSW

M. Aitken / T.
McInish

Market design

HFT in the NASDAQ marketplace

P. O'Neill

UNSW

M. Aitken / F.
Moshirian

Market design

Market design essays

E. Ang

UNSW

M. Aitken

Market design

To Be Determined

H. Chen

UNSW

M. Aitken

Market design

To Be Determined

J. Shao

UNSW

M. Aitken

Market design

The impact of securities market design
change on market quality

L. Gong

USYD

A. Frino / A.
Aspris

Market design

The price impact of director trading and
announcements: Evidence from the
Australian Securities Exchange

5.9. PhD graduates 2004–12
Table 27: CMCRC PhD graduates from 2004 to 2012
Name

Year

Thesis title or topic

Employment
destination

J. Parwada

2004

Institutional influences on managed fund investment flows

University
lectureship

L. Cao

2005

Organisation and service-oriented analysis and design

University
lectureship

N. Almeida

2005

The role of financial intermediaries in strategic trading

Finance industry

S. Smiles

2005

Are East Asian markets different?

Finance industry

T. Dwyer

2005

Two-and-a-half dimensional visualisation of related
networks

Post-doctoral
fellowship

W. Yang

2005

Modelling transaction durations, price process and
market impact costs using irregularly spaced frequent
data

University
lectureship

A. Blazejewski

2006

Computational models for stock market order
submissions

IT – major bank

A. Siow

2006

Essays in market integrity

Market surveillance

A. Tan

2006

Three essays on market microstructure and security
design in the futures market

University
lectureship

F. Dabous

2006

A pattern-based approach for the architectural design of
e-business applications

IT – market
surveillance

J. Fabre

2006

Essays on commonality in liquidity

Investment banking

T. Oetomo

2006

The price impact of institutional trades in equity and
futures markets

Investment banking

A. Lepone

2007

The price behaviour surrounding market and limit order
execution

University
lectureship

C. Whitelaw

2007

Systemic features for text classification

IT – Google

H. Zheng

2007

Three essays on private information in securities markets:
Return for trade size, trader identity and limit order
placement

University
lectureship

J. Wang

2007

Diversification philosophy and boosting technique for
trade execution strategy

Investment banking

L. Lin

2007

In-depth optimisation of stock market data mining
technologies

Employment In
Canada
Page 52

Annual Report 2011–12

apital Markets
CRC Limited

Name

Year

Thesis title or topic

Employment
destination

M. Edwards

2007

Potential of weather derivatives as a risk management
tool for Australian wheat farmers

Government

M. HerkeCouchman

2007

SFL, corpus and the consumer: An exploration of
theoretical and technological potential

University
lectureship

M. Wu

2007

Audit pricing: An application of spatial oligopolistic
competition theory

University
lectureship

P. Sun

2007

Outlier detection in high dimensional, spatial and
sequential data sets

Analyst programmer

T. Yu

2007

Incorporating prior domain knowledge into inductive
machine learning: Its implementation in contemporary
capital markets

University research
fellow

V. Mollica

2007

Block transaction and market transparency in equities
markets

Finance industry

W. Chen

2007

An integrated investment decision-support framework
analysing and synthesising multi-dimensional market
dynamics

Business analyst

A. Aspris

2008

Three essays on the microstructure of financial options
markets

University
lectureship

A. Jun

2008

Essays on the value of Australian dividends and
imputation tax credit

University
lectureship

A. Looi

2008

Investment manager trading behaviour and performance

Finance industry

A.
Mangkorntong

2008

A domain-driven approach for detecting event patterns in
e-markets: A case study in financial market surveillance

IT – Microsoft

B. Arunasalam

2008

Support-free approaches for pattern mining

Software developer
– CRC

G. Truong

2008

The cost of capital and imputation tax credits: An
Australian study

Company valuation

J. Ni

2008

Evolutionary optimisation of trading strategies

Researcher –
MAMS

K. Cheng

2008

Direct interaction with large displays through monocular
computer vision

Researcher –
NICTA

K. Lo

2008

Price and order flow dynamics in a limit order market:
Empirical and simulation method

Investment banking

K. Tang

2008

An empirical analysis of anonymous trading in equity
markets

Finance research
manager

L. Bayley

2008

Aspects of accounting quality

Investment banking

L. Bortoli

2008

Three essays on the impact of automation in futures
markets

Investment banking

M. Lim

2008

Measuring and optimising algorithmic trading
performance

Investment banking

M. Zappavigna

2008

Eliciting tacit knowledge with a grammar-targeted
interview method

University research
fellow

R. Cook

2008

Security market design and execution cost

Investment banking

A. Das

2009

Essays in hedge funds: Performance

University
lectureship

B. Arnold

2009

Impact of ratings transitions on total return

Research manager
– APRA

C. Lai

2009

The examination of accounting distortion

University
lectureship

D. Yoo

2009

Novel kernel models for sequential data

University
lectureship

G. Al-Naymat

2009

New methods for sequential and time series data mining

Post-doctoral
fellowship

J. Cummings

2009

Three essays on price formation and liquidity in financial
futures markets

Banking regulator –
APRA

J. Svec

2009

Risk management in the Australian electricity market

University
lectureship
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Name

Year

Thesis title or topic

Employment
destination

L. Wong

2009

The pricing or mispricing of earnings quality

University
lectureship

N. Zamani

2009

Investigating the role of trading in the dynamics of price
formation in financial markets

Finance industry –
software engineer

S. Wu

2009

Trade data services (Master’s degree)

Financial trader –
Opticer

T. Zhu

2009

Audit quality information risk and information asymmetry
between traders

University
lectureship

Y. Li

2009

Examination of audit quality

University
lectureship

D. Channen

2010

A comparison of human and computationally generated
document features

IT industry

J. Kruk

2010

Execution costs in money and futures markets

Equity analyst

J. Wong

2010

Behaviour of institutional investors around bankruptcy
announcements

Singapore Stock
Exchange

S. Ji

2010

Institutional execution costs, prices, liquidity and order
flow

Research centre
manager

W. Long

2010

Agent-based approach to table recognition and
interpretation

Homemaker

Y. Ou

2010

Discovering microstructure behaviour patterns for stock
market surveillance

Research
fellow – QCIS

M. Karbouris

2010

Information leakage and fragmented equity markets

Director –
finance industry

W. Long

2010

An agent-based approach to table recognition and
interpretation

Homemaker

H. Dieu Dang

2010

Credit spreads rating transitions and financial distress

University
lectureship

B. Liu

2011

Nesting one-against-one algorithms for multi-class
classification problems

University
lectureship (China)

D. Li

2011

Empirical studies in law and finance of public and private
firms

University
lectureship

H. Malloch

2011

The valuation of options on traded accounts: Continuous
and discrete time models

University
lectureship

M. Clifton

2011

Liquidity and market efficiency during unusual market
conditions: An analysis of short selling restrictions and
derivatives expiration days

Hedge fund

M. Clifton

2011

Liquidity during unusual trading periods: Evidence from
the London Stock Exchange

Hedge fund

M. Whitehead

2011

Market microstructure in relation to mergers and
acquisitions announcements

Analyst – finance
industry

S. Jones

2011

Interoperability of trading systems

IT consultant

Z. Zheng

2011

Negative sequential pattern mining

University research
fellow – Advanced
Analytics Institute

C. Luo

2012

Outlier detection in larger high-dimensional data and its
application in stock market surveillance

Government –
computer scientist

F.
Sensenbrenner

2012

Three essays on informed trading

Finance industry
(US)

H. Kim

2012

Time and the prediction of financial distress

University
lectureship

H. Lai

2012

Information systems design for the Hong Kong SFC

University
lectureship

J. Li

2012

Execution ability of brokers under different market
structures

University
lectureship
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Name

Year

Thesis title or topic

Employment
destination

J. Yang

2012

Liquidity and price discovery in derivatives markets

University
lectureship

M. Lu

2012

Corporate governance and accounting quality

University
lectureship

S. Lecce

2012

The impact of short selling in financial markets

Investment banker

S. Uddin

2012

Social networks enabled coordination performance model
for patient hospitalisation

University
lectureship

S. Wong

2012

On the interaction between informed agents and other
participants in securities markets

Finance industry –
strategy consultant

T. de Vries

2012

Outlier detection and record linkage optimisation for
large-scale and high-dimensional data

Developer – HIBIS

T. Loh

2012

An empirical analysis of the limit order book and the order
flow in the Singapore Exchange equities market

Market surveillance
analyst

W. Liu

2012

New methods for learning from imbalanced and
adversarial data

University research
fellow

Y. Xiao

2012

SVM-based instance learning in complex data

University
lectureship
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6. SME engagement
The CMCRC operates in an industry where there are no small to medium-sized businesses
(SMEs) as such. Exchanges and regulators are our major industry partners and do not fit
within the definition of SMEs. The closest the CMCRC gets to SMEs is brokers; however,
even with these our partners tend to be the major brokers.
This year we initiated a plan to offer outsourced surveillance services to smaller brokers, but
in the current economic environment (where small to medium-sized brokers are under
tremendous pressure to survive) there was no substantial interest. We concluded was that
until such time as regulatory pressure translates into real costs, we will not see much interest
in our offering. Research Program 2, in relation to the health insurance industry, has gone
further and targeted the smallest funds in the industry to provide them with a competitive
advantage over their larger rivals in terms of returns for claims malfeasance.
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7. Collaboration
Collaborations between research participants
Research participants are primarily university departments in which combinations of staff and
postgraduate students are involved. Perhaps the best evidence of collaboration is the
willingness of universities to relocate students who were attracted to the institution by its
name (e.g. the University of Sydney) to one of the partner universities (and in some cases
outside the partner universities) to take advantage of particular research strengths of the staff
in that university in the interest of achieving specific research outputs. This strategy was
problematic at first but has become commonplace as the CMCRC has transcended
university boundaries.
Collaborations between research participants and end-user participants
Each of our research projects requires that an industry supervisor be involved. Although this
comment overstates the division of work, the industry supervisor broadly decides the
research question to be addressed and the academic supervisor the research design. Where
industry supervisors have PhDs, these lines are more blurred. However, this arrangement
ensures that the research work we engage in is at all times end-user driven. To be more
specific, under Research Program 1, where we estimate the impact of market design
changes on market quality, the particular market design features to be studied is determined
by the industry partner.
Collaborations between end-user participants
Given that the ultimate outcome of Research Program 1 is optimal market design and that
different participants can only focus on particular aspects of this design (e.g. technology,
regulation, information, participants or instruments) at a point in time, and due to the size of
the task, participants have shown willingness to share the results of the work done for other
markets that have been investigating other changes to market design. This is particularly the
case with regulators, and a tangible result of this collaboration is that in 2013 two regulators
will swap PhD students, as they are swapping staff as part of a wider memorandum of
understanding.
External linkages (including collaborative arrangements with non-participant
researchers, end users or other CRCs) and how they contribute to the CMCRC overall
Starting about two years ago the CMCRC began to sign up a larger number of nonparticipant end users, mainly because the IP we have created, particularly in Research
Program 1 on market quality is uniformly relevant to all exchanges and regulators. Our
strategy is to share the costs of optimal market design across the entire industry and, based
on the number of new non-participant partners we have signed up over the last two years or
so, we feel the strategy is working. More optimal market design reduces the cost of capital
for businesses seeking to fund innovation. This not only has direct advantages for relevant
exchanges and the capital formation process in each country in which the framework
operates, but also has the potential to significantly enhance Australia’s status in the G20 as
the driver of fairer and more efficient capital markets.
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7.1. International Collaboration Visits, 1 July 2011 to 30 June 2012
Table 28: Travel itinerary: Professor Alex Frino
Date

Place visited

30.11.2012–
02.12.2012
15.11.2011–
26.11.2011

Singapore

28.12.2011–
29.01.2012

Canada
US
UK
France
Italy
Hong Kong
UK
Italy

11.04.2012–
19.04.2012

UK
France
Italy

25.04.2012–
28.04.2012
04.06.2012–
15.06.2012

China
US
UK
Italy
France
Singapore

Potential opportunities arising and
benefits to Australia
 HFT – FIA Asia Derivatives Conference – keynote
speaker and panel member
 Meeting with industry partners
 Progress meetings with PhD students on assignment
with industry partners
 Engaging with potential partners and sponsors for the
Centre
 Promoting the Centre and its research capabilities
 Guest speaker at Italian universities
 Worked with Professor Riccardo Palumbo on plan for
European Capital Markets CRC and a STREPS research
grant
 Completed a joint piece of research entitled ‘The
introduction of IFRS on stock liquidity’
 Presented research papers at University of Napoli,
University of Pescara and University of Teramo
 Meetings with CONSOB and Borsa Italiana about
potential collaboration on European research projects on
high frequency trading
 Interviewing and selecting an Italian PhD student
 Meeting with WFE, FSA, NYSE Euronext
 Progress meetings with PhD students on assignment
with industry partners
 Engaging with potential partners and sponsors for the
Centre
 Promoting the Centre and its research capabilities
 Guest speaker at Oxford Man Institute
 Attended and gave speech at the Asia Pacific Futures
Research Symposium
 Guest Speaker at Australian Ambassador’s Speaking
Series in Washington
 Meetings with Chicago Mercantile Exchange, DFAT
 Meetings with WFE, FSA, SGX, MAS
 Promoting the Centre, raising awareness of program in
Europe and US
 Further engagement with CONSOB and Borsa Italiana
about potential collaboration on European research
projects on high frequency trading
 Progress meetings with CMCRC PhD students in the US
and Asia
 Ongoing development of relations with industry partners
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Table 29: Travel itinerary: Professor Michael Aitken
Date

Place visited

Potential opportunities arising and
benefits to Australia

09.09.2011–
10.10.2011

US

Meetings with SEC, NASDAQ, The Trade, The Economist,
University Alberta, Alberta Securities Commission, Alberta
Ingenuity Centre, York University, IIROC, TSX, OSC, FSA,
Mondovisione, LSE, NYSE Euronext, SFCHK, Deutsche,
Morgan Stanley

Canada
UK
France
Hong Kong

29.03.2012–
12.05.2012

Hong Kong
UK
France
US
Canada

20.11.2011–
25.11.2011

Kuwait

 Speaking at CMCRC-sponsored conference and chairing
conference committee
 Sourcing new relationships
 Enhancing Australia’s place in the global surveillance
community
 Refining relationships with current overseas industry
partners
 Meeting with PhD students placed with industry partners
overseas
 Meeting with overseas university supervisors for the
purpose of developing research ideas on which to
collaborate
Meetings with HKSFC, NYSE Euronext, Mondovision, FSA,
LSE, NASDAQ OMX, WFE, AMF-France, IIROC
 CRED Conference
 Roundtable introduction held in London and Toronto
highlighting market quality program
 Sourcing new relationships
 Enhancing Australia’s place in the global surveillance
community
 Refining relationships with current overseas industry
partners
 Meeting with PhD students placed with industry partners
overseas
 Meeting with overseas university supervisors for the
purpose of developing research ideas on which to
collaborate
 Conducting surveillance workshop
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8. Other activities
Other activities outside the Commonwealth Agreement
The CMCRC is not engaged in any significant activities that are inconsistent with the
Commonwealth Agreement. Any new partners or activities are enhancements to activities
currently being undertaken which are consistent with the Commonwealth Agreement.
9. Third-year review
Set out in the table below are the recommendations, the date the CMCRC is required to
implement the agreed recommendations and the status of implementation.
Table 30: Third-year review recommendations
Date to be
completed

Status

1. Develop a succession plan for the
CMCRC’s Chair, CEO and Deputy Chair
2. Provide opportunities for directors to
obtain Australian Institute of Company
Director or equivalent qualifications
3. Realign composition of board with latest
CRC Program guidelines

2011

Completed

2011

Completed

2012

The Board currently complies with
the guidelines. This is expected to
be finalised at the CMCRC AGM
in October

4. Increase engagement with university
participants

2012

Completed

5. Develop a strategic plan, including a
Transition Plan and exit strategy
6. Establish an industry advisory group

2012

Completed

2012

Completed

7. Appoint a full-time commercialisation
manager

2012

Completed

8. Increase resources available for
commercialisation

2012

Completed

9. Develop and implement a marketing plan
that is integrated into R&D and project
selection criteria
10. Improve the quality of the IP Register

Immediately

The Board has resolved to do this
and is currently working on this
task

2011

Completed

Recommendation
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10. Glossary and List of abbreviations

Abbreviation

In full

AcAS

Accounting and Audit Surveillance

APRA

Australian Prudential Regulation Authority

ASIC

Australian Securities and Investments Commission

ASX

Australian Securities Exchange

CGRC

Corporate Governance Research Centre

City U. H.K.

City University of Hong Kong

CMC-HIBIS

Capital Markets Consulting - Health Insurance Business Intelligence
Services

CMCRC

Capital Markets Cooperative Research Centre

CONSOB

Commissione Nazionale per le Società e la Borsa

CRC

Cooperative Research Centre

DFAT

Department of Foreign Affairs and Trade

FSA

Financial Services Authority

HIBIS

Health Insurance Business Intelligence Services

HKSFC

Hong Kong Security and Futures Commission

IIROC

Investment Industry Regulatory Organization of Canada

LSE

London Stock Exchange

MoU

Memorandum of Understanding

MQU

Macquarie University

NASDAQ

National Association of Securities Dealers Automated Quotations

NICTA

National Information and Communications Technology Australia
Ltd

NYSE

New York Stock Exchange

QCIS

Quantum Computation & Intelligent Systems

SEC

Securities and Exchange Commission (USA)

SGX

Singapore Exchange

SFCHK

Securities and Futures Commission Hong Kong
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SMARTS/CMSS

SMARTS Group and Capital Markets Surveillance Services

STREPS

Strategic Research Partnerships

TSX

Toronto Stock Exchange

UCP

University of Chieti, Pescara

UoW

University of Wollongong

UniSA

University of South Australia

UNSW

University of New South Wales

USYD

University of Sydney

UTS

University of Technology Sydney

WFE

World Federation of Exchanges

York U

York University (Canada)
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11. Audit Report
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