
Transition Management 

Since 1977: Integrity, Execution & Transparency 

The CAPIS Difference 

At its core, Transition Management is a form of Risk Management.  For this purpose, risk is defined as the 

potential for underperforming the target portfolio.  To minimize the potential for underperformance, CAPIS 

employs three very important strategies.  These strategies generally define our Transition Management services 

and often distinguish CAPIS from the competition.  

➢ Eliminate Information Leakage

o Sending IOIs and trade lists to the Street or affiliated entities tends to negatively impact the market

for the securities being traded.  Information Leakage adds risk!

➢ Capture the Target Portfolio’s Characteristics as quickly as possible

o From market exposure to sector exposure to company exposure, if we can capture the target

portfolio’s characteristics, we will reduce risk.  In the end, our risk management trading approach is

demonstrated by our intra-day disparity, volume and exposure charts.

➢ Minimize Market Impact

o After capturing target characteristics to minimize opportunity cost risk, the trading process turns its

focus to accessing available liquidity while minimizing price movement.  This strategy often involves

the use of multiple electronic trading tools with a bias towards dark liquidity.

Core to the effective implementation of our risk management approach is the lack of conflicts at CAPIS.  It is 

important to understand that CAPIS does not have the conflicts associated with: 

➢ Internal risk books or proprietary trading accounts

➢ Internal asset management functions

➢ Affiliated routing and execution venues

Recent Statistics: 

Calendar Year

Number of 

Transitions

2021 40

2020 47

2019 70

2018 77

Calendar Year

Better than 

+2σ

Between +2σ and 

+1σ

Between +1σ 

and median

Between median 

and -1σ

Between -1σ 

and -2σ

Worse than 

-2σ

2021 3% 21% 62% 15% 0% 0%

2020 0% 0% 79% 21% 0% 0%

2019 0% 2% 61% 33% 4% 0%

2018 1% 7% 56% 33% 2% 0%

Principal Traded

10,347,573,000$    

4,682,750,725$     

13,386,058,609$    

10,546,900,000$    



Consistent with on our transparent approach, the CAPIS pre and post trade reports are designed to educate the 

client and illustrate our process.   

Pre-Trade Analysis:   

While some pre-trades have country, currency, fixed income and derivative details, the standard equity pre-

trade contains the following items: 

Implementation shortfall estimates:  Includes explicit and implicit costs 

Liquidity characteristics, including non-tradable securities and illiquid positions 



Opportunity Cost risk as defined by the recent disparity of the target and legacy portfolios 

Market and Sector shifts and how they may impact trading strategies 



Potential and recommended trading strategies including time frame alternatives 

Transition Timeline, including stop trading instructions, sec lending recall, custody account preparation, certified 

lists, target lists, settlement instructions and anticipated market conditions such as earnings, holidays and 

corporate actions. 

In addition, CAPIS will always discuss the Post Trade transparency expectations and how to interpret our post 

trade charts and analysis.  We want our clients to know exactly how their trade was handled. 

Finally, all remuneration to be received by CAPIS during the event, including commissions and fixed income or 

foreign exchange spreads is clearly disclosed. 

Trade Date Cert List   Stop Trading Loan Recall 

Recall

Conf Call Sett. Instr. 



Post-Trade Transparency 

Post Trade analysis begins with the intra-day data…the Exposure chart and the intraday Performance vs. 

Execution chart.   

The Intra-Day Exposure Chart is unique to CAPIS and demonstrates exactly how we reduced risk during the 

event.  In this example, Market Exposure (dotted line) was balanced by 9:40, Sectors were balanced by 12:00 

and we were 50% complete (black line) by mid-day.     Red Flag Alert:  Exposure movements inconsistent with 

the target objectives may be a sign of inappropriate trading practices.   

The Intraday Performance vs. Execution chart provides a clear picture of our trading approach.  How did CAPIS 

trade the event with regard to portfolio disparity and timing?  The Intra-day Performance vs. Execution chart 

makes this clear.  In the example below, the morning volume appears to have had caused disparity (dotted line) 

of 25-30 bps, which flatted when trading eased up.  Note the lower volume correlates directly to the elimination 

of exposure imbalances, and the actual portfolio (purple line) tends to correlate to the target (blue line) for the 

remainder of the day.      Red Flag Alert:  Large volume at the Close with a sharp increase in disparity (dotted 

line) may be a sign of principal trading against the portfolio.  Unusual volume spikes may also be a sign of 

inappropriate trading practices. 



These intra-day exposure and performance charts are specifically designed to answer the key questions…Did we 

manage risk by quickly eliminating market and sector exposure risk, and did we adjust volume levels to minimize 

market impact while continuing to participate in the market.   

 

In addition to these key intra-day charts, the CAPIS post-trade contains: 

 

The Overview Page:  How did the event compare to the pre-trade estimates?  On the Overview Page, CAPIS 

compares the estimate to the actual cost.    

 
 

The Performance Page:  How did the trade compare to other common benchmarks?  On the performance page 

CAPIS provides comparisons to PDC, Open, Arrival, Close and VWAP.  Arrival is usually the best metric for trading 

results. 

 
The Liquidity page:  How did liquidity impact results?  Were the largest ADV positions the most expensive to 

trade? 

 



 

Final Thoughts on Post-Trade reporting…Without intra-day reporting, you cannot know how your trade was 

handled and pre-trade estimates give TM brokers a range of possible alternatives that make any trade look 

acceptable.  Fund Sponsors and consultants should require CAPIS level transparency from all TM brokers. 

Typical TM Setup and Administrative Process 

 

Pre-Trade preparation 

1. Execute and return the CAPIS Transition Agreement Letter. 

2. Inform incoming investment manager(s) that CAPIS will be the executing broker for the transition.   

3. Coordinate conference calls with incoming managers to discuss target expectations, rounding preferences, trading strategy, 
NDAs and communication channels for the event. 

4. Request that the out-going investment manager cease trading as of at least 3 days prior to the transition and clean up any 
items that cannot be sold or transferred effectively. 

5. Inform your custodian that Capital Institutional Services, Inc. (CAPIS) will be the executing broker for the transition.  

6. Coordinate conference calls with the custodian(s) to discuss securities lending recall, outstanding settlement issues, 
pending corporate actions, settlement instructions, execution files, certified list requirements, affirmation of trades and 
communication channels for the event. 

 

One Day Prior to the Transition 

1. Request that your custodian send a certified holdings list to CAPIS.  This list must take into account any corporate actions, 
lending or borrowing.  Custodian should also provide settlement instructions to CAPIS in order for the brokerage accounts 
to be set up prior to the transition.   

2. Request that your incoming manager(s) provide CAPIS with a target portfolio.  This portfolio should be screened for 
compliance issues such as maximum holding restrictions and affiliated companies. 

3. With a certified holdings list and an authorized target portfolio, CAPIS will complete a final, comprehensive, Pre-Trade 
Analysis and calculate in-kind transfers.   

 

Day of the Transition (all CAPIS responsibilities) 

1. Send a pre-trade update, letting you know that all is well (Client Services) 

2. Strike trading benchmark (Arrival Price) just after the Open (Trading) 

3. Initiate trading with a focus on capturing target characteristics to minimize opportunity cost risk, followed by a relatively 
passive trading strategy to minimize market impact.  (Trading) 

4. Send a mid-day update with initial cost estimates and updates on our efforts to achieve market and sector neutrality. 
(Client Services). 

5. Complete trading for Day 1 (repeat if necessary) (Trading) 

6. Send an end-of-day update with preliminary cost estimates and general trading observations. (Client Services). 

7. Determine the in-kind transfer price (e.g. open, close, VWAP) per client’s 17a7 policies, if necessary. 

8. Send execution reports and transfer instructions to the client and custodian.  The settlement process begins. 

 

Post-Trade 

1. CAPIS will complete the Post-trade analysis and cost review.  Results will be discussed with the client. 

2. CAPIS will finalize clearance and settlement of all transactions with client and custodian. 



Key Transition Management Employees 

With regard to the allocation of time by each team member, the numbers will vary greatly based on the event needs.  In most 
cases, 100% of the client interaction would be with your CAPIS sales rep, and 100% of the trading would be coordinated by 
Bryan Gibbs.  However, David Lee and his fixed income team would be responsible for all fixed income trading; Jay Vanerstrom 
would be responsible for all derivatives activity; and Clayton Duff would lead the international trading effort. 

David Choate 

COO, Executive Director of Sales & Trading 

dchoate@capis.com 

(214) 978-4732

35 years of service (since 1986)

Jason Gatewood 

SVP, Executive Director Global Trading 

jgatewood@capis.com 

(214) 978-3276

19 years of service (since 2002)

Clayton Duff 

FVP, Director of International Trading 

cduff@capis.com 

(214) 978-4755

13 years of service (since 2008)

Josh Hall, CTP 

Asst. Controller, Operations Manager 

jhall@capis.com 

(214) 978-4728

9 years of service (since 2012)

Bryan Gibbs 

FVP, Transition Management 

bgibbs@capis.com 

(214) 978-4748

18 years of service (since 2003)

Michael Czapliskie 

VP, Transition Management 

mczapliskie@capis.com 

(214) 978-4729

8 years of service (since 2013)

David Lee 

SVP, Director Fixed-Income Trading 

dlee@capis.com 

(214) 922-3217

12 years of service (since 2009)

Jay Vanerstrom 

VP, Manager, Derivatives Trading 

jvanerstrom@capis.com 

(214) 922-3243

10 years of service (since 2011)
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