    CDS Index Factor Data Proposal


Purpose
This document describes the proposal to add optional index factor information to the FpML CDS Index structures.  This data becomes useful when credit events occur on index constituents.  The purpose of the fields is to aid the accounting of CDS Index contracts following credit events.
Assumption: The CDS Index contract notional does not change when the index factor changes resulting from constituent credit events.
CDWG responses to questions in Apr 1, 2009 conference call:
1) If the above assumption is correct, does it follow that using partial terminations to adjust accounting is not recommended?  The above assumption is correct, so using partial terminations is not.
2) Do the 9-character Redcode and index annex version change when the index factor is changed?  Yes.  Any other?  None.
3) Is the effective date of a version equal to the auction date?  The effective date of the factor can already be expressed in indexAnnexDate.
4) Are the proposed element names, descriptions, and locations below adequate?  Of the three proposed elements, the factor effective date was removed (see point 3), the factor element name was shortened, and the explicit factored notional was deemed useful but potentially inconsistent with index factor.  See updated proposal below. 
5) Are the three proposed fields sufficient?  Two are sufficient.
6) Are any FpML message types recommended to notify the change in Redcode and index version?  Do they include payment information?  The TradeCashflowsAsserted message was mentioned as a possible candidate.  To be researched.
Proposed element names, descriptions, and locations
indexReferenceInformation/indexFactor
The index version factor, expressed as a decimal, that multiplied by the original notional amount yields the notional amount covered by the seller. A factor of 75% would be represented as 0.75.
protectionTerms/factoredCalculationAmount
This relates only to CDS index contracts and represents the factored notional amount, obtained by multiplying the index factor to the contract notional amount. See indexFactor description above.
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