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Strengthened
trade controls
of a global
Investment
bank

About the client g@.‘

The equity derivatives trading desk of a global investment bank required support to address weak front office governance,
incomplete product approval workflows and trade migration errors to improve profitability and ensure regulatory compliance.
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Our solution -$19-~

We enhanced the front office trade controls of the equity derivatives trading desk to prevent, detect and remediate risks
before those reached the middle office or other downstream functions.

Over 20 months, our eight-member techno-functional team designed and implemented a robust framework, comprising pre-
trade, trade execution (T+0) and post-trade controls.

Implementation phases

Analysis of current set-up

(2 months)

Plan and design

(+3 months)

Developmentand rollout

(+12 months)

Enhancementand support

(+3 months)

. Controls gap assessment

. Process mapping of
trade lifecycle

. Policy assessment

. Regulatory
benchmarking

« Identify and agree with
the COO team on controls
in scope for subsequent
phases

Target operating model
of various controls

New design architecture
Updated policy
documents
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Enhancements to current
tools

Creation of dashboards
and alert mechanisms
Development of a rules
engine

Implementation on the
equities desk

. Expand functionalities as

per new requirement

. Provide inputs to support

functions
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Pre-trade controls comprised: Trade execution controls involved:

. Product approval mechanism for new payoffs, approximate
bookings, new underlyings, etc

«  Trade limits with alerts and notional caps by region, product,
tenure, trader and counterparty

. Model and trade capture template accuracy and
completeness

«  Trading platform and data readiness to trade

«  Trader booking vs structurer payoff, with independent
verification

e Term sheet generation with all parameters

e T+0 booking review through Parser, which includes:
— Reconcile term sheet vs booking system
— Parameter completeness checks

. Real-time enforcement of Greeks limits

Post-trade controls involved:
. Daily unexplained P&L threshold limits
«  Corporate action management

Also, the following policies were reviewed and updated:
. Monitoring of barrier hits, early termination events

. Front office trade controls policy
. New product approval policy

. Corporate actions policy

. Exception management SOP

«  Trade migration policy (created)

«  Trade migration between portfolios and regions

Exception

Rules engine Dashboards workflow tool
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We delivered significant, measurable improvements to the bank’s trade controls:

60% reduction in T+0 valuation errors, The COO team was able to follow up on
30% reduction in booking errors on T+0,  Timely monitoring of controls by the and resolve all audit points and meet
and achievement of key performance COO team, with dashboards and alerts the regulatory requirements

indicator targets

About Crisil Integral 1Q (formerly Global Research & Risk Solutions)

Crisil Integral 1Q delivers solutions and actionable intelligence to top financial institutions, driving strategic transformation, risk optimization,
and operational excellence. Our offerings across research, risk, lending, analytics and operations have empowered clients to navigate complex
markets, mitigate risks and unlock new opportunities. Our domain expertise, innovative solutions, future-ready technologies such as Al and
data science give clients the confidence to accelerate growth and achieve sustainable competitive advantage. Our globally diverse workforce
operates in the Americas, Asia-Pacific, Europe, Australia and the Middle East.

For more information, visit IntegrallQ.Crisil.com

About Crisil
Crisil is a global, insights-driven analytics company. Our extraordinary domain expertise and analytical rigour help clients make mission-
critical decisions with confidence.

Large and highly respected firms partner with us for the most reliable opinions on risk in India, and for uncovering powerful insights and
turning risks into opportunities globally. We are integral to multiplying their opportunities and success.

Headquartered in India, Crisil is majority owned by S&P Global.

Founded in 1987 as India’s first credit rating agency, our expertise today extends across businesses: Crisil Ratings, Crisil Intelligence, Crisil
Coalition Greenwich and Crisil Integral 1Q.

Crisil’'s global workforce operates in the Americas, Asia-Pacific, Europe, Australia and the Middle East, setting the standards by which
industries are measured.

For more information, visit www.Crisil.com

Connect with us: LinkedIn | Twitter

Crisil Privacy

Crisil respects your privacy. We may use your personal information, such as your name, location, contact number and email id to fulfil your
request, service your account and to provide you with additional information from Crisil. For further information on Crisil’s privacy policy
please visit https:/www.crisil.com/content/crisilcom/en/home/crisil-privacy-notice.html.
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