FINANCE WORLD ARTICLE by Marshu Parker 1

MORE THAN COST SAVING; THE OPERATIONS
TOOL TO PROMOTE BUSINESS GROWTH.

The processinyg objectives of frade operautions ure to ensure thut dll valid frades trunsucted by the bunk, are processed und settled on the ugreed
dute for the ugreed umount / delivery with the greutest efficiency und the minimum of cost.

Owiny to techholoyy restrictions, eurly tfrude processing wus predominuntly munuul with specific ledygers providing the dutu retention for trades.
This wus enhanced with externdl und internal systems that ussisted vurious purts of the processing.

Invariubly, these numerous systems required more und more reconciliution.  Additionully repetitive exceptions occurred with weuk and non-
colluborutive urchitecture which meunt thut operations personnel were hampered in their efforts to streamline both the exceptions und reduce
the reconciliation.

Markets yenerdlly redlised thut the best solution wus fo have u consistent view of the processing und to be uble to minimise trade hundling by
operutions stuff,

STP becume the Holy Gruil. However the solutions were frugmented, creuting further checks und bulunces, us they moved awuy from the primary
premise of hunds off processiny.

Structured Workflow provides hunds off processing by tuking the responsibility for ull entry, updute und execution of tusks that ure required to
complete operutions processing objectives.

In other words, Workflow simplifies the processing. Workflow focuses on the actudl core tusks und duties. Ultimately, repetitive and redundunt
activities ure removed; exceptions ure presented focussed on the whole trade. Costs ure reduced und the business finds itself reudy to grow.

Workflow urguubly is only fruly beneficiul when it is udopted struteyicully to provide one process control, monitoring und exception munugement
infrustructure. However this sume struteyic plutform must have the fucility to deploy tacticul business solutions us it builds towurds its strutegic
gouls.

Workflow wholism is the design focus thut sound Workflow soffwure und support desigh should embruce. Time und consideration must be put
intfo the whole product so thut its deployment provides u sufe, totully sculeuble und flexible environment to first reduce costs und then gyrow the
business. This deployment should be delivered in projects of ho ygreuter lenyth thun 3 months. Euch deployment should provide a uick return on
investment.

Budyet restruints dlso demund thut Workflow should be desighed in such u way that the business is uble to tuke the struteyic decision to udopt
Workflow und then deploy the strateyy in short term deliverubles thut provides un immediute return on investment.
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To uchieve u frue workflow transpurency, the business should have uccess to views for:
1. The overull processing stutus of euch purt of the business

2. The stutus of individuul trudes

3. Exceptions thut have occurred

4. Exceptions that will potentially occur

Processing franspurency becomes more essentiul the more that Workflow becomes entrenched in the duy to duy uctivity of the business.

Therefore, there should be predictive monitoring so that operations cun reuct uickly to issues, identify potential bottle hecks und provide the best
possible service levels to the trading floor und the market.

It is the writer’s experience that u commitment to Workflow meuns u lony ferm commitment to enubling the growth of the business.

There is independent evidence thut the fustest und most uccurute trades thut ure delivered to murket toduy uchieve this success becuuse of their
commitment to Workflow.

WORKFLOW - OPERATIONS STRATEGY — PUTTING THE HORSE BEFORE THE CART

Workflow cuh repluce your existing integration architecture, muke redundunt duplicute flow activities und provide succinct redl time monitoring
and uccountubility within fraude operautions und settlements. The move to electronic workflow architecture is not u decision to be taken lightly. It is
nevertheless u decision thut must be tuken to compete, indeed survive, in the ever chunging financial markets.

Workflow may be implemented through a series of tucticul solutions. In fuct, any vendor that you intend to work with should be cupuble of
providing tacticul solutions while still udhering to the overull architecture. However it is best fo determine the business’s operutionul strategy us
the first to u workflow environment.

To sturt, it is essentiul to consider the operation’s mujor tusks; not hecessurily those thut ure in pluce but those that are required by your clients
and reygulutors to complete u trude. What exactly are the tusks that operations must carry out to fulfil their duty of fimely and cost efficient
settlement?

Retrieve the trude from the front office
Updute trading risk if hot dulready completed
Book tfrude

Send confirmution

Receive und mutch confirmution

Prepare puyment instructions

Puy uwuy or Puy vs. delivery

Updute ledyers
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Advise dll reluted references

©

Reconciliution und reporting

To complete these tusks, internul dutu retention/processing systems will be required to:

. Munaugye the risk
e Accept dutu und process the tfrude through ledyers
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Externul regionul und globul systems will munage the interaction between you und your counterpurts and/or clients, e.g.:

e  SWIFT

e CILS

e Country/Zohe Currency Cleurer

e  Country/Zone Equity DVP

o Country/Zone Securities or Commodities Cleurer

All other tusks ure, or should be, internully Workflow bused.

Now thut you have set out the tusks, Consider;

e If the tusks will fundumentully chunge in unywuay in the foreseeuble future.

e whether such liyuidity enublers us CLS, the pressure of T+0 settlement or BASELIl ure going to be fuctors that will impuct the way your operations
should respond to trading requirements

e possible ucyuisitions or meryers

e whut other fuctors do you see will uffect your business und its ubility to respond to clients und purthers

Next look ut the systems avdiluble to the business; mauny of the systems, us in the cuse of confirmution mutching, will be duplicuted und costly to
muintuin. Indubitably, this humber of different systems creutes its owh level of support both technicully und for the business. Unfortunately more

reconciliution.

Worse, this level of frugmentation meuns that there is hot one technoloygy point of frude uccountubility. Hence there ure humerous reconciliations
that must be curried out, or other monitoring equipment to ensure that the overudll trade settlement is tracked.

Next, consider the role thut Workflow muy have in your operations environment. Determine the components that will become redundunt with the
implementation of Workflow.

The followiny ure the criteriu we believe should be used to determine the relevaunce of un uctivity in u future workflow environment.

The activity is hot one thut should execute on dutu retention/processing

The uctivity is required us u milestone in the trade flow

The activity currently relies on human intervention for more than 10% of its achievement

The activity is considered outside the frade flow e.g. muster stutic duta updute, whenh it could be un enubler of the uctivity

S

Compliunce must have the dbility to see the progression of this task to its hext with ho bredk in the flow

These steps ure the beyinning to effectively exploit workflow in your business.

Despite the humerous discussions that will occur it is essential that strategy is kept o its simplest.

Remember, Workflow is simple, because it is simple it is sculuble, becuuse it is sculuble your business will be uble to uchieve cost suvings und then

growth thut few technoloyies huve been uble to support.

Whenh choosing your software vendor, consider that it will be a parthership. Full workflow implementation will tuke u humber of years. Not becuuse

of the techholoyy, but becuuse your work practices will change,

There ure muny software vendors in the murket so you ure spoiled for choice. However, the vendor you choose must be uble to provide excellent
product, a willinghess to continue investment in product, proven sustuinable consulting und support but more importuntly a corporate desire to uct
s U business purther us your business grows und chunhges.
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THE EFLOW EXPERIENCE

eflow’s soffwure PATH begun life us a Workflow product and numerous lurge bunk’s can attest to its cupubilities.

Workflow will become essential to most frading operations within the next five yeurs. Clients uchieve the most out of their workflow platform when
their software vendor is intfeyrul to the duy to duy uctivities of operutions.

The downturn in the murket’s interest in software capitdl purchuses, yuve eflow the opportunity to invest in PATH’s further evolution und to enuble
eflow to develop u support model thut enubles its clients to form true business purtnerships; an essentiul relutionship style where u client must come
to have consideruble trust in its software vendor.

eflow ulso offers u puy us you yo licensing und support pricing model. Clients estublish their workflow environment with u one-off licence cost und
then usuge is monitored from the beyinning of production uand clients billed uccordingly. In most cuses this meuns thut clients will achieve u very
short term return on investment und then us the workflow evolves, the ROl is evident before the puyment is mude.

eflow include on site support in the stundurd pricing puckuge. A qudlified workflow und PATH specidlist is on hand to ussist with workflow design,
modelling or fruining. Euch eflow consultaunt is frained by eflow’s fraining department ut leust four times a year. The focus of this fruining is fo enable
the consultunt to most effectively ussist the business with the evolving workplace and market, PATH provides dll the tools that the eflow consultunt
will require to sutisfy the client’s workflow heeds.

PATH hus 3 components: The toolkit und test hub, the guulity assurunce hub und the production hub.

The Toolkit hus ull the tools that the consultunt will heed to model the workflows. A workflow will generdlly beyin with the stundurd workflow models
mentioned below und will then be configured to embruce the specific tusk systems that exist within u client’s environment.

All models ure referenced through u chanye control. Euch time there is u chunge to the model the chunyge is recorded und stored within the

chanye control enubling users to review their models reyressing chanyges that have fuiled review.

Qur clients have u choice for resourcing und will supplement their own feums with eflow personnel.  Invariubly us the installation proyresses
demund for chaunges by internul clients meaun that there will be multiple chunyge controls uctive at uny given time. Within this yeur’s releuse
eflow will enuble chunge conftrols to be migrated und tested independently of euch other thus further reducing costs whilst ensuring that audit
ucceptunce of the Workflow evolution.

PATH provides succinct und redl time monitoring of trude uctivity beginning ut the business level (e.y. Foreign Exchunyge), cuscudiny through
vurious levels down to computer operutions individudal communicution levels und the fully intfegrated dushbourd munaging the exceptions us part
of the Workflow.

These facilities ure uvuiluble over the LAN or Intrunet. Euch logoh hus u ‘follow me’ colour pulette und other personul configuruble feutures.

Monitoring is aun essentiul part of workflow us is auditubility. PATH understand its heeds for uccountubility of messuges, tfrades und audits. Every
activity from the chanyge conftrols through the multiluyered testing, promotion of models to production und then the individual sessions run through
the routeing und rules enygines. PATH is un auditor’s delight!

PATH faucilitutes simple Workflow modelling by providing wizards und one view communicutions modelling that reduces even the most complex
communicutions protocols to the simplicity that users of PC’s huve come to expect. However PATH’s rahye of communicutions und protocol
functionulity is us broud us it is simple.
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PATH toduy supports ull industry stundurd protocols:
TCPIRSSL,OLE,ODBC MQSERIES MQSE,Corbu,SOARSMS WARFILE X.25,LU6.2, LU2.0 ( 3270 & 5250), Telnet, Asynchronous, DECNET, Tundem Q.....

PATH ulso supports the followiny formats:
XML, HTTR HTML, FIX, FIXED LENGTH, VARIABLE LENGTH, DELIMITED, KEYWORD, KEYWORD DYNAMIC, ASCII, EBCDIC, SCREEN.....

PATH ulso hus stundard udupters for:
Kondor+, MIDAS, CLS, IRIS, CHESS, AUSTRACLEAR, RTGS, EMX, OASYS, PORTIA, HIPORTFOLIO, BLOOMBERG, REUTERS DEALING.....

PATH executes Workflow models (pre-dominantly settlement) which ure creuted using the PATH toolkit. These include:
FX.,Monhey Market, Securities, Equities, Commodities, Unit Trust, Stunding Data Disseminaution...

eflow und PATH define the best thut there is in Workflow; are committed to their clients, their business heulth und commit to continue their investment
in fraining, product und support to ensure that the experience remuins superior.
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