FpML Reporting Working Group – Issues to Resolve
1. Representation of Activity / Incremental updates

There is a need to be able to represent new, updated, removed positions
Existing PositionsAsserted message allows positions to be defined or removed (for incremental updates), but there is no indication whether a position is new or updated
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Proposed additions to “Positions” structure – a set of status-related fields

· status = choice (enumeration) of New, Existing, Closed

· creationDate = date

· originatingEvent = choice (enumeration) of Trade, Allocation, Novation, Netting
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To report activity, I propose 2new messages:

· Position Activity Report – provide a list of changes to positions, where changes include newly created positions, updated positions (for whatever reason), and removed positions.  Optionally include information about the reason for the change in position, e.g. information about the post-trade event or correction that caused it.

· Event Activity Report – Provide a list of post trade events.

Position Activity Report
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Event Activity Report
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2. Representation of reporting currency type

The draft definitions of various reporting currency types have about 8 distinct types of currencies that could be used for reporting values.  The current FpML approach for describing calculated values such as NPV uses a measure type scheme with one value for each value per currency type (for example, NPV is NPV in report currency, and  NPVLocalCurrency is NPV in the trade currency.  So potentially we would need an asset measure code for each combination of reporting currency type and reported value.  Currently the asset measure scheme has dozens of values, but does not provide codes for most of the reporting currency types.
Options for addressing this include:

· develop a naming convention for the asset measure scheme that combines the measured quantity (e.g. NPV, notional, independent amount, current price, etc.) and the currency type

· separate the reporting currency type into its own field.  This would require a new scheme for reporting currency type, a schema change, and would not be fully backwardly compatible.  However, the schema would be more normalized.

Schema update to record the currency type:
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Example:

    <valuation>

      <objectReference href="cds-trade" />

      <quote>

        <value>10000.00</value>

        <measureType>NPV</measureType>

        <currency>EUR</currency>

        <currencyType>Settlement</currencyType>

      </quote>

      <quote>

        <value>12300.00</value>

        <measureType>NPV</measureType>

        <currency>USD</currency>

        <currencyType>Report</currencyType>

      </quote>

      <fxRate>

        <quotedCurrencyPair>

          <currency1>USD</currency1>

          <currency2>EUR</currency2>

          <quoteBasis>Currency1PerCurrency2</quoteBasis>

        </quotedCurrencyPair>

        <rate>1.23</rate>

      </fxRate>

    </valuation>

3. Independent Amount Payment Date

In FpML 5 the independentAmount adjustedPaymentDate has changed to an AdjustableOrRelativeDate; this means that the data has 2 additional levels of nesting.  Could this be changed to an AdjustableDate?  This would still allow adjusted and/or unadjusted dates to be provided, but would be less verbose.  Or is there a need for relative dates here?

4. Representation of Reporting Roles

Current draft schema has 2 sets of role-type information:

· Existing FpML4.x roles for positions, indicating who is reporting the position and the base party for calculations

· Added new reportingRole field to partyTradeInformation to clarify which units/traders/etc. belong to which party.  This field contains a scheme that indicate whether the party is the sender, the counterparty, the recipient, etc.

Position Reporting Roles:
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Party Trade Information:
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n terms of XML instances, we have the following:

  <position>

    <positionId positionIdScheme="http://www.abc.com/positionId">IRS-POS-01</positionId>

    <reportingRoles>

      <baseParty href="party2" />

      <positionProvider href="party1" />

    </reportingRoles>

    <constituent>

      <trade id="irs1-trade">

        <tradeHeader>

          <partyTradeIdentifier>


    <partyReference href="party1"/>

            <tradeId tradeIdScheme="http://www.abc.com/swaps/trade-id">IRS-01</tradeId>

          </partyTradeIdentifier>

          <partyTradeIdentifier>


    <partyReference href="party2"/>

            <tradeId tradeIdScheme="http://www.hedgeco.com/swaps/trade-id">swap-1</tradeId>

          </partyTradeIdentifier>


  <partyTradeInformation>



  <partyReference href="party1"/>



  <reportingRole>Sender</reportingRole>



  <unit>New York</unit>



  <trader>Fred Watanabe</trader>


  </partyTradeInformation>


  <partyTradeInformation>



  <partyReference href="party2"/>



  <reportingRole>Counterparty</reportingRole>



  <unit>San Fancisco Desk</unit>



  <trader>Joe Bloggs</trader>


  </partyTradeInformation>

This seems overly complicated.  Can we simplify it somehow?

5. Generic product vs.  Cash Flow Matching Trade Details
The Generic Product representation is similar to the Trade Details type in the fpml-reconciliation.xsd schema, used for providing summary trade details for cash flow matching messages.  Similarly TradeUnderlyer2 in Generic Product is similar but not quite the same as TradeUnderlyer in fpm-reconciliation.  These types should probably be rationalized.

6. Generic product definition/usage issues

We need to clarify a number of points about the “generic product”, which is intended to support reporting on products that cannot be fully described in FpML.

Some questions to answer include:

· Naming:  What should this product be called?  “Generic product” was introduced originally by DSWG.  Is there a better name we could use, such as:

· Structured Product

· Extended Product

· Reporting Product

· Exotic

· NonStandard

· Unsupported

· Reference Product?

· Add asset class, e.g. Generic IR product, or just IRProduct.

· OTCDerivative

· etc

· Recommended Name:  type= NonSchemaProduct, element = nonSchemaProduct.  This indicates that the product is not anFpML product with a full schema.  The assetClass and productType elements allow more details to be provided about the product should this be required.  For example, a heating degree day swap could be recorded with assetClass = Weather and productType = Heating Swap.

· Rationale for not using other names:

· Structured Product – a non-schema product may not be “structured”, it just may not be covered by the existing schema; also some schema products may be considered “structured”, e.g. a cancellable swap with uneven notionals would probably be considered “structured” but can be represented by the schema

· Extended Product – doesn’t very clearly indicate that product isn’t covered by FpML schema 

· Reporting Product – doesn’t indicate that product isn’t covered by FpML schema

· Exotic – Similar argument to “sctructured”

· NonStandard – suggests that the product doesn’t follow a standard template, but many schema products also don’t

· Unsupported – self-contradictory, as the product is supported by the “generic” product

· Reference Product? – not clear what reference is to

· Add asset class, e.g. Generic IR product, or just IRProduct. – would require a new generic product for every new asset class, defeating the purpose of the product (which it in part to address asset classes not anticipated by the standard).

· OTCDerivative – doesn’t indicate that the product isn’t otherwise supported by FpML

· Should FpML propose any usage guidelines / rules?  For example:

· Should we recommend/require that this product be used ONLY when there is no FpML product that can be used to represent the trade being reported on? or

· Should we allow individual implementations to determine which representation would be supported?

· (If we leave it up to the implementation, this could create a situation where the same product could be represented 2 ways, one using the reporting/generic product, the other using the standard FpML product representation.  On the other hand, supporting just the generic/reporting representation might be easier than supporting a variety of FpML products)

· Cost of reporting as a generic product (to a regulator) – implies extra risk/issues

· need guidelines on when something is an exotic product ….

· provide samples

· transition when FpML starts supporting a problem.
· Recommendation:

· FpML should recommend that the nonStandard product be used only when the product is not adequately covered by the existing FpML product structures.  

· If a non-standard product is used, the asset class and product type should be filled in with descriptions of the product, either using FpML-supplied or implementation-specific codes.

· When a full FpML product description becomes available for a non-standard product, new implementations should use that in preference to the non-standard product, and existing implementations should attempt to phase out uses of the non-standard product over time as they are maintained.

· To discourage abuse of the reporting/generic product by on-going extension, should FpML propose any guidelines about what types of fields might be included/excluded in the generic/reporting product?  If we do this, the guidelines should probably allow fields that contribute substantially to the risk of the product (for example knock-out features) but disallow fields that are primarily just used to precisely describe behavior in various circumstances. For example, we might decide to have a guideline that we would exclude some of the following types of data elements from the generic product to discourage abuse:

· Date adjustment rules, conventions, holiday centers, etc.

· Detailed information about option exercise procedures (e.g. exercise time and location)
· Calculation details such as precision, rounding rules, etc.

· Information about handling of unusual situations (e.g. extraordinary events, mutual puts, etc)

· Legal and documentation terminology

· Schedules

· Recommendation:

· To discourage abuse of the non-standard product, the following will types of fields will not be included in or added to the non-standard product definition:

· date adjustment rules, conventions, business centers, and lags or offsets

· fields related to detailed calculation procedures, such as precision, negative rate treatment, etc.

· fields related to option exercise procedures, such as business center time.

· fields related to handing of unusual situations, such as extraordinary events.

· in general, any fields that do not contribute to describing the risk characteristics of the trade

· To discourage use of the reporting/generic product for purposes other than reporting, we may wish to explicitly prevent it from being used in messages other than reporting messages.  For example, we may wish to exclude the generic product from the “product” substitution group, but allow it to be used in reporting structures such as the position constituent.  (This may require some thought, as currently we use the “trade” structure to hold product information, and it is not clear how we would easily be able to turn on or off the ability for trades to hold generic products.)  We can also ensure that the generic product is not included in the “confirmation” view.

· Recommendation:

· The non-standard product shall not be available in confirmation view.
7. Reset Report

It would be helpful to have the ability to represent a “reset report”.  This would identify an index that has set, the value it was set to, and the affected positions.

Following is a proposed schema design:
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8. Product Categorization

There have been several requests to add information about trades or positions to categorize them into various schemes.  Some examples include:

· An indication of whether the trade is to be used as an hedge, and for what type of instrument (asset hedge or liability hedge).  This is currently modeled as an optional Boolean field in partyTradeInformation

· An indication of whether a trade is for a customer or for an exchange/clearing firm member on its own account (“customer” vs. “house” trade).

· An indication of whether a trade is for a customer or for a dealer (“client” vs. “dealer”).
It seems that these could be modeled by adding a “category” element with a variety of coding schemes.  This category element could appear in the partyTradeInformation (allows party-specific categories), and/or possibly in the position structure.

In the “partyTradeInformation” it would appear something as follows:

<partyTradeInformation>

<partyReference href=”party1”/>

<category categoryScheme=”http://fpml.org/coding-schemes/hedge-category”>AssetHedge</category>

<category categoryScheme=”http://fpml.org/coding-schemes/buyer-type -category”>Customer </category>
</partyTradeInformation>

Diagrammatically it would be as follows:
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9. Report Contents


There has been feedback that it reports with multiple records (e.g. positionReport) it should be possible to include information about the contents of the reports, beyond what is already available.  For example, some of the fields that might be specified include:
· The party and/or account for which the report was produced

· The category of trade (using “category” from Issue #8 above)

· The productType or productId

· Other criteria related to the product, such as the index, asset class, etc.

This could be represented using a standard block near the beginning of each report message, for example “reportContents”.

Following is a proposed structure:
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10. Displaying FX rates

FX rates can be displayed in a variety of ways:

· using market conventions (major and minor currency).  For example, major currency should be currency 1 and minor currency should be currency 2.

· In the form required to convert from a value in trade currency to a reporting value in a reporting currency by multiplication (from currency 1 to currency 2)

· In the form required to convert from a value in trade currency to a reporting value in a reporting currency by division

Should any of these forms be preferred?

Recommendation:

· Option #1 – Recommend that FX rates be displayed using standard market FX quotation convention.  Recipient will need to determine which currency (currency 1 or currency 2) corresponds to each of the currencies being  converted between.

Following is an example:


 <fxRate>



<quotedCurrencyPair>




  <currency1>EUR</currency1>




  <currency2>USD</currency2>




  <quoteBasis>Currency1PerCurrency2</quoteBasis>



</quotedCurrencyPair>



<rate>0.69911</rate>

</fxRate>
Classifying products
It can be useful to classify the products in a report by direction or type of risk.  For example, in a credit default swap, it is helpful to know which party bought and which sold proection.  In an interest rate swap, it can help to know whether a party is the fixed rate payer.

This can be done by filling in the party references in the product representation, but this has several drawbacks that make it more difficult to evaluated the meaning:
· It is necessary to dereference the party reference href to determine if the desired party is paying or receiving (or alternatively to compare against the position baseParty reference).

· In some products, it is difficult to concisely represent which side is which.  For example, in IR Swaps,  to represent that a side is a fixed side it is necessary to supply a calculationPeriodAmount/calculation/fixedRateSchedule element, even if there is no need to report the actual fixed rate.
Following are some options to simplify this.

· For IR Swaps, we could make the labeling of the legs more explicit, for example by:

· renaming the “swapStream” element to “fixedStream” or “floatStream”.  This would be simple and allow tighter schema validation of the contents of a swaps stream, but according to the chair of the IR working group, this idea has previously been rejected due to concerns about backward compatibility.

· adding a “leg type” element to the IR stream with values of “Fixed”, “Float”, and “Inflation”.  This would be explicit but using it would potentially require more validation rules.
· We could add one or more direction classification elements to the position element that typically holds the trade in a position report.  For example:

· Add an optional direction element with values like “PayFixed”, “ReceiveFixed”, “PayBasis”, “ReceiveBasis”, “BoughtPut”, “BoughtCall”, “SoldPut”, “SoldCall”.  The values would be reported with respect to the base party in the position report.

· Add two optional elements, one containing a bought/sold  (direction) indicator, the other a put/call indicator.  For swaps, bought would mean receiving float (paying fixed).  For options, the usual meanings would apply.  Alternatively for “bought/sold” we could have a Long/Short indicator.   (The put/call indicator could use the existing OptionTypeEnum, and could be called optionType).
isAccountingHedge could perhaps be relplaced by category








