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CONSULTATION DOCUMENT

ISO TC68/SC4 Working Group 11

Securities Data Model

WG11 Mission Statement (adopted 1/26/04):  WG11 will produce a data model and an ISO Technical Specification
 that provides a single standard for describing a financial instrument throughout its lifecycle comprised of completely defined data elements and the relationship among these data elements.

__________________

ISO TC68/SC4 has created Working Group 11 to develop a data model that provides a single standard for describing a financial instrument throughout its lifecycle.   Upon completion of this activity, firms should be closer to being able to integrate multiple data sources, feed diverse applications and add functionality by precisely understanding the content of the data including how one data element relates to another.  

WG11 views this process as the information architecture foundation – providing standardized names, values and formats for all data elements (WG11 is referring to this as “terms, definitions and relationships” or “TDR”) required to ensure the accuracy and integrity of a financial instrument throughout its lifecycle – as the logical basis of the reference data strategy within financial organization.  

WG11 Initial Approach

Our initial challenge is make sure that everyone involved in this activity (WG11 participants and the industry at large) is oriented to understand the nuances related to this complex process correctly.  

In essence, we’re talking about defining all data elements (and their relationships) used by all segments throughout the information chain (from issuance through asset servicing) correctly and with absolute precision.  This is a challenge because it includes many different parties performing a diversity of functions.  And because the limited numbers of people directly involved in WG11 are not experts in every process globally – we need to make sure that a functional communication and coordination process between WG11 and industry practitioners is in place.

WG11 is building off of the business model approach used by ISO TC68/SC4 during the WG10 (ISO 15022 2nd edition XML) process.  The business model approach includes defining all the actors involved in the financial instrument lifecycle as well as defining all the information they need to perform their functions.  The primary benefit of the business model will be to verify that the outcome of WG11 is comprehensive. 

Some of this work has already been completed by WG10 and the ISO 15022 2nd edition Registration Authority (i.e. for the transactions processing side) – so the business model and ISO 15022 vocabularies already exist as part of this process.  In addition, FISD has agreed to contribute the MDDL terms, definitions and relationships (TDR) to the WG11 process.  MDDL has been working toward the creation of a comprehensive market data vocabulary for some time and provides a fairly good starting point for moving forward. 

Function/Data Element Matrix

During the initial WG11 meeting on January 28-29, 2004, WG11 participants created the following basic matrix outlining the core processes and the primary applications associated with “market data” to help get everyone oriented to the overall task.  

Note: As you look over these matrices – remember the point is to make sure that -- at the end of the exercise – we will have defined all the data elements and their relationships that people need to perform all of the functions associated with the complete financial lifecycle.  The immediate goal is to make sure we have correctly identified the financial lifecycle processes, the actors involved and the data each needs. 

This initial matrix describes a high-level overview of both the processes (functions) and the applications considered to be in scope for WG11.  Underneath this chart, we’ve expanded the high-level processes and applications into their component parts.  

Are the components defined with enough granularity to cover the full range of processes and applications?  

	Processes/

Applications


	Set-up

[data required to build and populate security master files)
	Price

(prices to buy, sell, settle, report and value financial instruments)


	Maintain

(data –- and events affecting data -- required to keep a financial instrument and master file up-to-date)



	Issuance 
	
	
	

	Pre-trade through trade execution
	
	
	

	Post trade execution through settlement
	
	
	

	Reporting
	
	
	

	Ownership/asset servicing
	
	
	


Financial Processes 

Following is a list of the functional tasks (processes) related to financial instrument lifecycle.  Please note that we’ve expanded the five primary processes described in the chart above into 20 below.  WG11 is seeking feedback from the industry.  Please let us know if we’ve missed any functional tasks.  If we have defined any terms incorrectly, please make suggestions.   The goal here is to leverage industry expertise to identify the actors (types of people involved), determine what they do (i.e. their roles) within each process and specify the data elements involved in each activity.

	Process
	Definition

	
	

	Issuance
	Processes and data elements required for issue preparation/bringing to market (also known as primary market or IPO issuance) through to issue date.



	Pre-Trade
	Processes and data elements required before the decision to trade a financial instrument



	Trade
	Processes and data elements required for completing a trade execution

	
	

	Allocation 

	Processes and data elements required to communicate distribution instructions to counterparties. In general allocation denotes a distribution of the trade quantity of the financial instrument to multiple underlying funds or third parties (including custodians).

	
	

	Clearing
	Processes and data elements required to transmit, reconcile and in some cases confirm payment orders or security transfer prior to settlement. May also include the netting of positions for settlement and processes such as novation supporting the use of a central counterparty. 


	Margining

	Processes and data elements required to calculate margin requirements against open positions



	Settlement
	An act which discharges obligations in respect of funds or securities transfers between two or more parties.  A settlement may be final or provisional.

	
	

	Collateral Management


	Processes and data elements required to manage assets if a borrower defaults including lodgment and segregation of the assets, asset substitution, mark-to-market valuation and reconciliation.

	
	

	Reconciliation
	Processes and data elements required to verify transactions and post-trade processes including changes of ownership and movements of cash

	
	

	Registration
	The listing of ownership of securities in the legal records of the issuer, its transfer agent/registrar, or a CSD

	
	


	Transfer of Ownership
	Processes and data elements required to track change of ownership of assets and amend registration records (when required) to reflect settled transactions

	
	

	Foreign Exchange

	Processes and data elements required to manage currency transfers 

	
	

	Valuation
	Processes and data elements required to determine the value of assets and holdings

	
	

	Performance Management
	Processes and data elements required to calculate and measure return over some time interval 

	
	

	Reporting
	Processes and data elements that organizations must file to meet their fiduciary or regulatory requirements.  Included are reports that need to be submitted to regulatory agencies, market centers and market participants

	
	

	Corporate Actions 

	Data elements required to cover all the processes which arise from the announcement by an issuer or its agent that an event affecting holders of the relevant security is to take place up until the moment when all effects of that event are complete.

	
	

	Analyze Risk
	Processes and data elements required to determine and manage deviation or uncertainty of return on assets/holdings 

	
	

	Modelling
	Processes and data elements required to detect and interpret patterns related to financial instrument prices or investment strategies

	
	


Main Market Data Applications

In the high-level overview we’ve organized the main market data applications into three fundamental categories – set up (including all data required to set up securities master files), price (including all data about the monetary worth of financial instruments) and maintain (including all data required to keep a financial instrument up-to-date).  Please note that we’ve expanded the three primary application areas into 10 for set-up, 8 for price and 8 for maintain -- the challenge here is to determine whether the categories are defined with enough specificity to cover the full range of the application 

Characteristics of Set-up

	Category
	Definition

	
	

	Identification
	Data elements required to uniquely and precisely identify a financial instrument.  Identification can be by number, by vendor/exchange symbology or by instrument name (long and short)

	
	

	Classification
	Data elements required to define, categorize and rate a financial instrument (i.e. Classification of Financial Instruments ISO 10962) 

	
	

	Rights and Obligations
	Data elements required to identify and track all rights, obligations and restrictions associated with a particular financial instrument

	
	

	Cash Flows 
	Data elements related to the instrument showing all payments such as interest, early and ordinary repayment, amortization, conversion and option payment (exercising of hybrid/warrants either in cash or in other securities) that are already planned by the issuance.

	
	

	Capital Investment
	Data elements related to the capital structure aspects of the issue such as shares outstanding and assets owned 

	
	

	Appearance/Form
	Data elements related to the characteristics of the security such as bearer or registration

	
	

	Issuer/Agent Information
	Data elements associated with issuance such as the issuing organization, underwriter and transfer agents 

	
	

	Listing Information
	Data elements required to identify where the instrument is listed

	
	

	Trade Information
	Data elements required to identify where the instrument is traded

	
	

	Status

	Data elements required to identify when trading is allowed on the instrument 


Characteristics of Price

	Category
	Definition

	
	

	Security Identification
	Data elements indicating to what instrument this price relates



	Time of Price
	Data elements describing the “time-based” price type including intra-day, open, end-of-day and tick-by-tick

	
	

	Source of Price
	Data elements describing where the price originated

	
	

	Price Status
	Data elements identifying: official issue price, unofficial pre-issue trading price (grey market) trading price, price at suspension/redemption, etc.

	
	

	Market Identification
	Data elements describing the market associated with a particular price

	
	

	Price Type
	Data elements describing what a price reflects such as high, low, mid, last, market open and close, bid, ask, valuation, etc.

	
	

	Appearance/Form
	Data elements describing how the price is described such as currency, as a percentage, yield, basis points


Characteristics of Maintain

	Category
	Description

	
	

	Corrections/Updates
	Data elements describing a correction or a change to previously disseminated information

	
	

	Issuer/Agent/Trustee
	Data elements describing corporate actions generating from issuers, agents and trustees such as a corporate restructure

	
	

	Exchange/Marketplace
	Data elements generating from market centers such as trading suspension or delisting

	
	

	Regulatory/Government
	Data elements describing legal or regulatory actions such as regulatory investigation

	
	

	Rating Agency
	Data elements affecting the rating of a financial instrument such as default 

	
	

	Holders
	Data elements describing actions generated by the holders of an instrument such as a class action lawsuit or proxy/governance challenges. 

	
	

	Corporate Actions
	Any further data elements required to describe all types of corporate action ranging from the relatively simple case of an interest or dividend payment through distributions or offers of stock to the complex restructuring of the capital base of a company.  The market data model must cater for relationships between the multiple business elements which feature in the more complex corporate actions and also cover the data elements describing responses or decisions required from holders.


Actors in Securities Processing

From Methodology for ISO 15022 DFD

The following list of “actors in securities processing” is from the process used to define the financial information attributes within the existing 15022 data field dictionary.  As we work through the process for extending the DFD we should reference/add to this list of actors.

1. Agent = The party that acts on behalf, or upon request, of another party.  
2. Agreement Party = The party involved in a - usually commercial (buying, selling, acquiring, providing products or services) - relationship, which materialises in an agreement with a counterparty. Both counterparties are also referred to as agreement parties. 
3. Buy Side Party = An individual or institution, that purchases or sells financial instruments, for its own account, or on behalf of an investor.  
4. Cash Correspondent = A financial institution that executes cash transfers on behalf of its clients. 
5. Central Counterparty = An infrastructure that is very often a component of a clearinghouse, and facilitates clearing and settlement for its members by standing between the buyer and the seller of a trade. It may net transactions, and substitutes itself as a settlement counterparty to each position. 
6. Central Securities Depository = An infrastructure that, holds or controls, the holding of physical or dematerialised financial instruments belonging to all, or a large portion of, the investors in a securities market. This effects the centralised transfer of ownership of such securities by entries on its books and records. 
7. Confirmation Party = An infrastructure that issues trade confirmations, receives trade affirmations, matches allocations to confirmations and confirmations to instructions, and generates standing or special instructions to create settlement instructions. 
8. Creditor = The party that receives assets from the debtor/originating party (eg, cash, securities). In the context of the payment model, the creditor is also the credit account owner. 
9. Credit Party = The party that receives the cash. In the payment chain, it may be an agent or the creditor.  Furthermore, for each pair of consecutive parties in the payment chain, one party always plays the role of the debit party, and the other, the role of the credit party. 
10. Custodian = The party that safekeeps and administers assets on behalf of the owner. 
11. Data Provider = A source of financial information. It provides financial news and data (eg, facts, statistics and analysis), for professional and individual investors through various media (eg, the Internet, magazine). 
12. Debit Party = The party that gives cash. In the payment chain, it may be an agent or the debtor. Furthermore, for each pair of consecutive parties in the payment chain, one party always plays the role of the debit party, and the other, the role of the credit party. 
13. 
Debtor = The party that owes assets to the creditor, eg, as a result of receipt of goods or services, gifts, or charity payments. The debtor may also be the debit account owner. 
14. Final Agent = A financial institution of the creditor that receives the payment transaction on behalf of an account owner or other nominated party, and posts the transaction to the account.  
15. Final Party = The party that is the ultimate beneficiary of the cash transfer. The final party is mentioned when different from the creditor, whose account will be credited by the final agent. (Synonym(s): Beneficiary of money (Securities Industry ), Ultimate beneficiary ( Payment Industry), 

16. First Agent = A financial institution of the debtor that receives the payment transaction from either the account owner or authorised party, and processes the instruction.  
17. Forwarding Agent = A financial institution that prepares the payment instruction. and forwards it to the first agent in the payment chain, as is the case in a relay scenario for payment transactions. 
18. Fund Accountant = The party that keeps accounting records of the available assets and liabilities of the Fund. It calculates dealing prices, the Net Asset Value (NAV) of the Fund, and may provide fund performance and tax data. 
19. Fund Management Company = The party that sets up the Fund, decides the investment strategy, appoints the agents, and is responsible for the promotion and the marketing of the Fund. It makes all of the important decisions related to the Fund.  
20. Global Settlement Agent = The party that holds another party's inventory of financial instruments, and effects or receives deliveries versus payment, or free of payment. Deliveries, receipts, and payments may be effected within the facilities of the global settlement agent, or within the facilities of a local settlement agent, and directed by the global settlement agent. A global settlement agent may be a custodian and/or a clearing broker. 
21. Infrastructure = The party that provides, through common membership, services to create a fair and open process for the execution of transactions between trading parties, and the creation of settlement obligations. 
22. Initiating Party = The party initiating the payment to the forwarding or first agent. In the payment context, this can either be the debtor (in a credit transfer), the creditor (in a direct debit), or a party that initiates the payment on behalf of the debtor or creditor. In the context of treasury, the party that instructs the trading party to execute a treasury deal on its behalf. 
23. Interested Agent = The party that receives information from other parties about transactions that are being processed, and performs functions such as regulatory oversight and accounting. 
24. Intermediary = The party that provides services to investors relating to financial products. These services may include some, or all of, provision of information and advice on products, placement of investment orders, transmission of payment, custody of assets, and the administration of rights and benefits. In the specific framework of investment funds industry, an intermediary may present information about Funds to potential investors, and solicit orders for the Fund. It may facilitate the transmission of the orders and information from/to the investors and/or other intermediaries. The intermediary receives commission from the Fund and/or fees from the investor. 
25. Investment Decision Maker = An individual investor that makes its own investment decision, a financial analyst that advises the investor, or a portfolio manager that has received the investor's cash to be invested. It decides upon an investment strategy for the investor's assets. 
26. Investment Manager = The party that implements the investment strategy and selects portfolio investments, in accordance with the objectives and strategy set forth in the fund's prospectus. It places orders to effect or liquidate selected investments, in accordance with the net flow of capital into or out of the Fund. (Synonym(s): AssetManager (Securities Industry ), Fund manager ( Securities Industry), 

27. Investor = The party whose assets are being invested, and that benefits from the performance of the investment. It can either be an individual or organization.  
28. Invoicee = The party identified in a commercial invoice as the liable party. 
29. Invoicer = The party issuing an invoice, whose name and address appear in a commercial invoice as the issuer, in the context of a business agreement. 
30. Local Settlement Agent = The party that holds a portion of another party's inventory of financial instruments within a location or market, effects or receives local deliveries versus payment, or free of payment, as directed by the global settlement agent. A local settlement agent may be a local custodian and/or a local clearing broker. 
31. Market Maker = Makes a market in one or more specific instruments. May frequently adjust or revise the published quote depending on market conditions but may be prohibited from withdrawing it. Will often function within an organised market, eg, a stock exchange, in which case its quotes and trades are made within the context of the market's rules and membership criteria.  To make a market in an instrument, a party must extend a continuous offer to buy or sell financial instruments with any qualified counterparty at a price quote published by the party, without respect to the identity of the qualified counterparty. 
32. Originating Party = The party that owes cash to the creditor, eg, for the receipt of goods and services. This party orders the payment, and may or may not be the debtor.  
33. Paying Agent = An agent that executes the payment.  In the context of the Funds industry, the paying agent is the legal representative of the Fund locally. It may pay out dividends, and collects money for the purchase of funds when a client deals directly with the Fund and/or when a client deals with bearer shares. It pays out the redemption of the Fund, may distribute information about the fund, and provides legal information about the Fund. 
34. Payment Clearing Agent = An agent that instructs the next party in the payment chain to carry out the payment.  
35. 
Payment Settlement Agent = An agent that executes the cash transfer upon the request of either an agreement party, or a clearing agent. 
36. Post Trade Administrator = The party ensuring that all the details of the trade have been collected and reported, as required to all parties involved in the trade transaction including counterparties, the investor, and settlement parties. 
37. Redistributor Agent = The institution that receives and redistributes certain business information, eg, quote or order details, or facilitating trading. It may add or modify the information if necessary. Examples include: alternative trading systems (ATS)- mechanisms whereby the direct trading of stocks can occur without the presence of brokers or other intermediaries, or Electronic Communications Networks (ECN)-electronic stock markets anonymously matching buy and sell orders. 
38. Registrar = The party that is responsible for keeping track of the owners of securities. In the context of Funds, the party appointed by the Fund Management Company that keeps the investor registry of the Fund, and administers investor accounts and related records. These records represent the liability accounts of the Fund Management Company. It prepares and distributes account statements (holdings and transactions) to the investor and/or its intermediary, on a periodical or upon request basis. It may provide tax information to the investor and/or to its intermediary, can be the corporate secretary for the proxy voting, reports to the regulator on shareholder identity, and can appoint the sub-registrar. 
39. Regulator = A government agency, or a self-regulated body, that sets the rules for the regulation of the market, as well as the relationship between the different parties in the market.  
40. Sell Side Party = A broker that sells its services (eg, research, analysis and recommendation), to buy-side parties.
41. Settlement Agent = The party that provides settlement, custody, and accounting services for its own, or someone else's, assets. 
42. System Direct Member = The party that is a member, and granted full access to the functions of the system transaction administrator. A direct member owns an account with the system transaction administrator and is entitled to input transactions on its own behalf and on behalf of sponsored indirect members or customers. It is ultimately responsible for any financial liability due to its membership level. All business processes performed by the system transaction administrator are made under the financial responsibility of the direct members.
43. System Indirect Member = The party that is sponsored by a direct member, and has limited access to the system transaction administrator functions. An indirect member does not own an account with the system transaction administrator, and can only submit transactions for settlement on its direct member account. Access to information and functions offered by the system transaction administrator are dependent upon the system considered.
44. System Member = The party that is entitled to make full or partial use of the system transaction administrator, to make it perform business processes on its behalf. A member can submit transactions, and request and/or receive information. A member can be a direct or indirect member. 
45. System Transaction Administrator = In a central system, the entity or neutral body, in charge of providing services to the system's members. It is in charge of performing specified tasks on behalf and under the responsibility of the system's direct members. It can be a matching engine, a settlement engine, or a financial institution. It also maintains accounts or netting positions for the direct members of the system, registers transactions, performs checks and validations, and manages the settlement cycle or other value added processes, as specified in the functional specifications of the system.
46. Third Party = The party that is a customer of either a direct or indirect system member. It is not known by the system transaction administrator, and does not have any liability nor rights, vis-a-vis the system. 
47. Trade Instructor = The party that decides upon one or more specific trades to follow the investment decision maker's strategy. This may be an individual within an investment firm, that selects a market in which to execute the investment decision maker's orders, and adds instructions for hedging and leveraging. 
48. Trader = The party that interacts with counterparties in the context of a market (ie, an exchange, network, or over-the-counter network), to execute trades. 
49. Trading Party = The party that plays an active role in planning and executing the transactions that create or liquidate investments of the investors assets, or that move the investor's assets from one investment to another. A trading party is a trade instructor, an investment decision-maker, a post trade administrator, or a trader. In the context of treasury, it is the party that negotiates and executes the treasury transaction. 
50. Transfer Agent = The party appointed by the Fund Management Company. It updates records of investor accounts to reflect the daily investor purchases, redemptions, switches, transfers, and re-registrations. It ensures the timely settlement of transactions, and may provide tax information to the investor and/or to its intermediaries. It may calculate, collect, and rebate commissions. It prepares and distributes confirmations reflecting transactions, resulting in unit or cash account movements to the investor or the investor's intermediary. It responds to inquiries concerning account status, and processes the income distribution.

End of Document
�� HYPERLINK "http://www.iso.ch" ��www.iso.ch�  "Document published by ISO or IEC for which there is the future possibility of agreement on an International Standard, but for which at present 


the required support for approval as an International Standard cannot be obtained, 


there is doubt on whether consensus has been achieved, 


the subject matter is still under technical development, or 


there is another reason precluding immediate publication as an International Standard" 





� The term 'Allocation' is used here to denote the post-trade enrichment stage of the life-cycle in which further data needs to be added to the executed trade to achieve STP Clearing/Settlement.  Because of differences in market practice, use of terms like Affirm, Confirm, Confirmation and Matching in this space has been avoided


� Margin is a term generally referring to the collateral used to secure an obligation, either realized or potential


� Suggestion that this definition should be EXPANDED beyond currency transfers (to reflect the fact that FX is used as a hedge).


� By announcement it should be noted that this includes both original documentation at time of issue as well as specific documentation relating solely to an event.  Equally, it should be noted that a court or a trustee rather than an issuer or his agent announces a few specific occurrences, such as default proceedings directly.
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