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1.1

1.2

1.3

1.4

1. Preface

Introduction

This manual is designed to help acquaint you with the Securities Module of Oracle
FLEXCUBE.

It provides an overview to the module and takes you through the various steps involved in
maintaining securities, portfolios, and deals. It also covers all the corporate actions that can
be performed on Securities.

Information specific to a particular field can be obtained by placing the cursor on the relevant
field and striking the <F1> key on the keyboard.

Audience
This manual is intended for the following User/User Roles:
Role Function
Back office data entry Clerks Input functions for deals/queries
Back office Managers/Officers Authorization functions/queries
Product Managers Product definition and authorization
End of Day Operators Processing during End of Day/ beginning of day
Financial Controller/Product Managers | Generation of queries/reports

Documentation Accessibility

For information about Oracle's commitment to accessibility, visit the Oracle Accessibility
Program website at http://www.oracle.com/pls/topic/lookup?ctx=acc&id=docacc.

Organization

This manual is organized into the following chapters:

Chapter Description

About this Manual gives information on the intended audience. It also lists
Chapter 1 the various chapters covered in this User Manual.

Chapter 2 Securities Domain gives an overview of the securities domain.

Securities -an overview explains the snapshot of the features and func-

Chapter 3 tionality offered by the module.

General Maintenance deals with setting up and maintaining basic infor-

Chapter 4 mation, before the Securities module becomes operational.
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Maintaining Price Details deals with updating the current market price of

Chapter 5 various securities maintained in the system.
Maintaining Market Price Codes deals with maintaining codes for the mar-
Chapter 6 ket price of securities including multiple price codes on account of trading
in different markets.
Maintaining Safe Keeping Locations deals with defining Safe Keeping
Chapter 7 : Lo ; : .
locations and maintaining Safe Keeping accounts for trading securities.
Building Branch & Currency Restriction Classes details on the parameters
Chapter 8 to be defined and maintained governing the rules of processing securities,
and define Branch, Currency, and Customer Restrictions as Classes.
The Accounting Role to Head Mapping Class discusses the concept of
Chapter 9 Accounting Roles and Accounting Heads. Also described is the building of
Accounting Role to Head Mapping Classes.
Defining Security Preference Classes are the options available for defin-
Chapter 10 | ing the attributes of a security. This chapter explains the building of a
Security Preference Class.
Chapter 11 MaintainingPortfolio Preference Class explains the building of a Portfolio
Preference Class.
Chapter 12 Defining a Deal Preference Class explains the building of a Deal Prefer-
ence Class.
Security Restriction Classes details the concept of a Security Restrictions
Chapter 13 -
Class and the procedure of building one.
Chapter 14 Maintaining Portfolio Restriction Classes discusses the concept of, a
P Portfolio Restrictions Class and the procedure involved in building one
Chaoter 15 Defining Attributes of a Securities Product - describes the concept of a
P product and the building of a Securities Product in Oracle FLEXCUBE.
Chapter 16 Defmmg Attributes of a Portfolio Product explains how you can build a
Portfolio Product.
Defining Attributes of a Deal Product - explained in this chapter is the pro-
Chapter 17 -
cedure of building a Deal Product.
Defining a Product Combination chapter deals with setting up products
Chapter 18 S
that cater to deal combinations.
Chapter 19 M'alntalnlng.a Security explains the details that you need to enter to main-
tain a security.
Maintaining and Processing Corporate Actions enables you to understand
Chapter 20 | the maintenance of corporate actions and the processing of corporate
action events.
Chapter 21 Defining Portfolios deals with setting up of Portfolios for the Bank, your

customers and for an Issuer of securities.
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1.5

Processing a Securities Deal deals with processing the following types of
Securities deals:

e Bank portfolio buys and sells

Chapter 22 e Customer buys and sells
e Standalone lodge and withdraw
e Safe keeping location (SKL) to SKL transfer
e Block securities
Chapter 23 Processing a Block Securities Deal explains the manner in which block
P deals are processed in Oracle FLEXCUBE.
Transferring Securities across Locations explains how to transfer securi-
Chapter 24 ties from one Safe Keeping location to another or from one account to
P another within the same location. In addition it also tells you how to stop, a
specified quantity of securities from being traded in the market.
Chanter 25 Maintaining Block Security Details deals with specifying a quantity of
P securities to be stopped from being traded in the market
Batch Processes documents the Beginning and End of Day functions that
Chapter 26
are processed by the system.
Customer Correspondence explains the various types of advices gener-
Chapter 27 o
ated at each stage, for the Securities module.
Chapter 28 Making Queries tells you how to make queries for specific information.
P The steps to be followed to build a query are also detailed here
Handling Repos discusses the details that you need to maintain in the
Chapter 29 .
Securities module to process Repo and Reverse Repo deals.
Printing Subsidiary General Ledger Form- Repo and Reverse Repo Deals
Chapter 30 | explains the process to track and maintain the subsidiary general ledger
form and Security Repo Payment.
Chapter 31 Error codes and Messages for Securities lists the error messages that you
P may encounter, while working with Oracle FLEXCUBE.
Annexure A - Accounting Entries and Advices for the Securities module
Chapter 32 | lists the suggested event-wise accounting entries and advices for the
Securities module.
Chapter 33 | Glossary provides the list the important terms and its definition.
Reports explains the various report programs and reporting features avail-
Chapter 34 .
able under the Securities module.
Chapter 35 Function ID Glossary has alphabetical listing of Function/Screen ID's

used in the module with page references for quick navigation.

Related Documents

You may need to refer to any or all of the User Manuals while working on the Securities

module:

e Procedures

e Messaging System
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Management Information System
Central Liability

Products

Settlements

Interest

Charges and Fees

Tax

User Defined Fields

lossary of Icons

This User Manual may refer to all or some of the following icons:

Icons Function

w Exit

[+ Add row
=] Delete row
[ag Option List
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2. Securities Domain

Overview of Securities Domain

The role of the financial system can be broadly classified into the following:

e Savings Function - Mobilize savings in a way to provide a potentially profitable and low
risk outlet.

e Policy Function - Through the policy function, the government ensures a smooth flow of
funds from savings into investments in order to stabilize the economy.

e Credit Function - After mobilizing the savings and laying down the necessary policies
for the transfer of these funds, the credit function of the financial system will then ensure
that these savings will transform into the necessary credit for investment and spending
purposes.

Financial system evolved due to certain complexities associated in performing these
functions.

e Generally, the requirements of the borrowers do not match that of the savers. Savers
are concerned about the safety of funds, return and liquidity and borrowers are
concerned about the terms of the funds borrowed, cost of funds and the ease
associated with borrowing funds.

e The return-risk profile expectations of both borrowers and lenders/savers differ.

This chapter contains the following sections

e Section 2.1.1, "Financial Markets"

e Section 2.1.2, "Characteristic Features of the Financial Markets"
e Section 2.1.3, "Financial Intermediaries”

e Section 2.1.4, "Intermediaries Operating in Financial Markets"
e Section 2.1.5, "Financial Assets (Securities)"

e Section 2.1.6, "Equities”

e Section 2.1.7, "Preference Shares"

e Section 2.1.8, "Fixed Income Securities"

e Section 2.1.9, "Rights and Warrants"

e Section 2.1.10, "Trading in Equities”

e Section 2.1.11, "Trading in Bonds / Fixed Income securities"
e Section 2.1.12, "Corporate Actions on Securities"

Financial Markets

The financial markets channel the savings of the households and other surplus budget units
to those individuals and institutions that need funds. While performing this role the financial
markets aid in increasing production and income for the various units.

Types of Markets

The main segments of the organized financial markets are as follows:
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Money Market

The money market is a wholesale debt market for low-risk, highly- liquid, short-term
instruments. Funds are available in this market for periods ranging from a single day up to a
year. Government, banks and financial institutions dominate this market.

Capital Markets

The capital market is designed to finance long-term investments. The transactions taking
place in this market are for periods over a year.

Forex Market

The forex market deals with multi-currency requirements, which are met by the exchange of
currency. Depending on the exchange rate that is applicable, the transfer of funds takes place
in this market. This is one of the most developed and integrated markets across the globe.

Credit Market

Credit market is a place where banks, financial institutions and NBFCs purvey short, medium
and long-term loans to corporates and individuals.

Such a segregation of the financial market into various subgroups has enhanced the
efficiency of resource allocation. Each market is unique in terms of the nature of participants,
instruments etc.

Characteristic Features of the Financial Markets

Financial Market Purpose Players Regulator

Money Market Short-term rupee | Banks, Government, FIs, | Central Bank
finance Corporates, Flls, MFs,

individuals

Capital Market Long-term rupee Corporates, Banks, Fls, E.g. US SEC
finance individuals, MFs, FlIs

Forex Market Short/Long-term Banks, corporates, forex | Central Bank
foreign currency dealers
finance

Credit Market Short/long-term Banks, FIs, NBFCs Central Bank
rupee finance

Within the above mentioned sub-markets, based on the transactions, financial markets can
further be classified into open markets and negotiated markets. The basic distinction between
these two types of markets is based on how the securities are bought and sold. In an open
market, the securities will be offered to a large number of investors who can buy and sell them
any number of times before the maturity period. The public issue of securities takes place in
an open market. On the other hand, the negotiated market will have only a selected group of
investors to whom the securities are offered and sold. It will generally be a private contract
between the seller and the buyer. A bought-out deal and a car loan are good examples of
transactions in a negotiated market.

Another useful and important distinction between markets in the financial system is the
primary market and the secondary market. The primary market is a place for the fresh issue
of securities. Corporates, banks, FIs and government can issue new securities and raise
funds for investment purposes. The secondary market deals in securities previously issued in
the primary market thereby providing liquidity to the investors. Investors can buy and sell
securities in the secondary market on a continuous basis. Due to this the volume of
transactions taking place in the secondary market are far greater than those taking place in
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the primary markets. Except for the capital market, the other sub-markets present in the
financial system either do not have a secondary market or their operations in the same are
negligible. The secondary market transactions of the capital market take place at the stock
exchanges. All securities that are issued in the primary market will have to be listed on the
stock exchanges to enable trading activity. The secondary market helps in undertaking
‘maturity intermediation’ by bringing together savers and users with conflicting maturity
targets.

Financial Intermediaries

Having designed the instrument the issuer should ensure that these financial assets reach the
ultimate investor in order to garner the required amount. When the borrower of funds
approaches the financial market to raise funds, mere issue of securities may not suffice.
Adequate information of the issue, issuer and the security should be passed on the supplier
of funds for the exchange of funds to take place. To serve this purpose, financial
intermediaries came into existence. Major changes have been witnessed in the type of
issuers and investors participating in the market. Financial innovations, technological up
gradations and most importantly changing regulatory mechanism made the process of raising
funds from the market place a complex task. Investors’ preferences for financial assets have
also changed. Designing instruments that catch the investors’ attention has now become a
specialized service. Likewise, proper expertise is also necessary for establishing transactions
in the financial markets. Large volume of transactions taking place in the markets will have to
be recorded promptly and accurately.

Some of the important intermediaries operating in the financial markets include investment
bankers, underwriters, stock exchanges, registrars, depositories, custodians, portfolio
managers, mutual funds, financial advertisers, financial consultants, primary dealers,
secondary dealers, self-regulatory organizations etc. The role of these intermediaries is
summarized in the following table.

Intermediaries Operating in Financial Markets

Intermediary Market Role
Stock Exchange Capital Market | Secondary market for securities
Investment Bankers Capital Market, | Corporate Advisory services, Issue of

Credit Market securities

Underwriters Capital Market, | Subscribe to un-subscribed portion of
Money Market securities.

Registrars, Deposito- Capital Market | Issue securities to the investors on behalf

ries, Custodians of the company and handle share transfer
activity.

Primary Dealers, Sec- Money Market Market making in government securities

ondary Dealers

Forex Dealers Forex Market Ensure exchange in currencies

In a market, which is not well regulated, these intermediaries increase the risks for the
investor. In order to prevent any misappropriation of the lenders’ funds and to reduce the risks
of the investors a well-regulated environment has to be developed. With markets in various
countries, harmonizing their regulations, these financial intermediaries are now becoming
global players.
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Financial Assets (Securities)

Financial assets constitute an abstract but verifiable financial stake that maybe represented
through a paper document or a computer system, but does not disappear just because
something happens to the piece of paper (or the computer) on which it was recorded.

Financial assets can be broadly classified into Equities / Stocks, fixed income securities and
derivatives. The financial stakes represented by securities are stakes in some business,
government or other legal entity.

e If the security is equity/stock, then the investor’s role is ownership (together with other
investing shareholders, if any).

e If the security is a bond, then the investor is a creditor and the other entity can be
corporate or government.

e Ifthe security is an option, then the investor has certain well-defined rights and the other
entity has corresponding obligations.

Equities

Buying equities of any company/corporation lead to investors becoming owners of the
corporation. As a shareholder, investor has certain basic rights.

e A claim, proportional to the number of shares held, to a portion of the corporation’s
assets

e The power to vote on company business at shareholders’ meetings, again in proportion
to shares held

e The right to dividends that may be voted by the Board of Directors

e Sometimes, a pre-emptive right to purchase new shares before they are offered to the
general public.

The liability of the investor/shareholder is limited to the proportion of the holdings of the
investor in the corporation.

Preference Shares

Preference shares are also shares with certain variations.

e They carry a fixed dividend, which is announced at the time of the issue.
e They have no voting rights.

e Payment of dividend to these shares are done first prior to dividend payment on equity
shares.

e The claim of the preference share holder precedes the claim of equity shareholder.

Preference shares may be cumulative or non-cumulative. If they are cumulative, they are
entitled to a dividend whether or not the firm earns it. If during a particular year the company
does not have adequate earnings to distribute as dividends, the dividends in arrears are
accumulated and paid in a later year when earnings are sufficient. Some preference shares
are convertible. This option permits the shareholders to exchange preference shares for
equity shares of the same company.

Fixed Income Securities

The following types of securities are considered as fixed income securities.
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Bonds

Bonds are fixed income securities. The basic characteristics of the bonds are as follows:

e Bondholders are typically lenders to the corporation and not owners as in the case of
equity shares

e They carry no voting rights
e They carry a fixed interest rate, which gets paid to the bondholder on a periodic basis

e There is a maturity period associated with the bonds, upon which the principal is repaid
back by the corporation to the bond holders

e The claim of bond holders take precedence over the claim of preference / equity share
holders in the event of liquidation

Bonds are typically classified into fixed income securities with long term maturity (7 — 10
years), commercial paper with very short maturity term ( < 18 months) and treasury notes
which fall in the intermediary range.

Bond Features

e Callable As with preferred stocks, bonds may be callable. Issuers have the ability to
retire the issue before maturity, if they want to, under set conditions.

e Convertible Usually this convertible feature allows the bond to be converted into equity,
thereby reducing the corporate debt.

e Adjustable rate bonds- The coupon rate on this type of bond is changed periodically. By
changing the coupon rate to reflect current economic conditions, the bond’s price
behaves more like that of a short-term instrument.

e Zero coupon bonds- These are discounted instruments offered below the face amount,
paying par or face value amount at maturity. The difference is the interest earned.

e Registered/Bearer bonds - Registered bonds are fully registered. This means the name
of the owner or that of the nominee is maintained by a registrar. Interest on these bonds
would be paid to the owner as appearing in the books of the registrar as of the interest
payment date. Bearer bonds are transferable by endorsement. The interest coupons
are issued along with the bonds and the person who submits the interest coupon to the
bank as of the interest payment date earns the interest on those bonds. Registrar does
not maintain the books of the owners of the bonds for these bonds.

e Series bonds - Corporations may issue bonds in series (say I,I1,1II etc). Most of the
characteristics would be the same across all the series except that the maturity date for
the series can be different and it might follow an order.

Bonds may be retired / redeemed by three methods:

e Inredemption, the bonds are retired and the bondholders are paid cash. Here again, the
bonds are retired completely in one stroke or in a logical sequence of the series.

e In a conversion, the bondholders exchange their bonds for shares of common stock.
e In arefunding, the corporation retires one bond issue by issuing another.

T Bills (Issued on Behalf of the Government)

Treasury bills are short-term instruments, with the longest maturity of one year. Bills are
discounted instruments. Discounted instruments usually do not have a coupon, or fixed,
interest rate. Instead, the bills are bought at say $8 amount and you receive a higher amount
(the face value of say $10) at maturity. The difference between the two amounts is the
discount. The rate of interest earned is ‘built into ‘ the discount.
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T Notes and T Bonds (Issued on Behalf of the Government)

Treasury bonds and notes are longer-term instruments. Notes are issued for one to ten years.
Bonds are issued with maturities ranging from 10 to 30 years. Bonds and notes have fixed, or
coupon, interest rates and pay interest on a semi-annual basis. The interest is computed on
a 365-day basis, not 360 (as with bills and other instruments).

Treasury Strips (Issued on Behalf of the Government)

The Treasury also issues long-term discounted Treasury instruments known as strips. These
instruments do not pay interest periodically. Instead, they pay ‘face’ at maturity. The
difference between what is paid at the time of purchase and what is received at maturity
represents the interest earned.

Certificates of Deposit (CDs)

CDs are one of the major instruments of the money market sector, which includes T Bills,
commercial paper, and banker’s acceptances. A certificate of deposit is a negotiable security
issued by commercial banks against money deposited over a period of time. The value of CDs
varies depending on the amount of deposit and maturity.

Included in the category of certificates of deposit are small issues that are not transferable
and therefore non-negotiable. This form of CD, usually $ 10,000 in value and sometimes with
a life of two years or more, is advertised by many banks to attract the retail investors.
However, because these are not tradable, they are not part of the negotiable CD market.

Commercial Paper

Corporations raise long-term capital by issuing stocks and bonds. They raise short-term
money by taking out loans from commercial banks and by issuing commercial paper to the
investing public.

Commercial paper is a debt instrument that is offered sometimes as ‘discount instrument’ and
sometimes as ‘principal plus interest’ For a plus interest instrument, the client pays the full
face value to buy the paper and receives the face value plus the interest accrued at maturity.

Neither type of instrument has a fixed interest rate. Instead, the rate is negotiated at the time
of purchase and the interest is calculated from face and full value. To receive the interest, the
buyer must, for all practical purposes, hold the instrument until maturity. If the paper is sold

during its life, its price is subject to market fluctuations. In the case of commercial paper, the
secondary market is thin, almost non-existent.

Banker’s Acceptances (BAS)

Banker’s acceptances (BAs) are bills of exchange that are issued and guaranteed by a bank
for payment within one to six months. The funds raised through their sale provide
manufacturers and exporters with operating capital between the time of production or
exporting and the time of payment y purchasers. | effect, the bank ‘accepts’ evidence of the
value of goods being either manufactured or exported. For that evidence, it issues its
‘acceptance’ in the form of a certificate, which can then be bought and sold as security.

Municipal Bonds And Notes

Municipal bonds or munis, are debt instruments issued by state and local governments to
raise capital to finance their projects and other needs. Income (that is, interest) earned on
municipal securities is free from federal income tax. For a resident of the issuing municipality,
interest from the bonds is also free from state and local income taxes
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Rights and Warrants

From time to time a company may need to raise additional capital by issuing common stock.
It may do so either through the usual underwriting methods or through the issuance of rights
or warrants to current stockholders.

Rights and warrants are similar in that both permit their holders to subscribe to the new
shares. They differ in that rights are generally short term whereas warrants have much longer
lives. Also a corporation may have several warrant issues outstanding at one time, but it may
offer only one rights issue at a time.

Rights

A right or subscription right, is a privilege granted by a corporation to its stockholders to
purchase new securities in proportion to the number of shares they own. Usually right holders
are entitled to a purchase, or subscription price that is lower than the stock’s current market
price. Shareholders who choose not to subscribe may sell their rights.

Warrants

A warrant, attached to another security, entitles the holder to convert the security into
common stock or some other instrument at a set price during a specified period of time. The
price set in the warrant is usually lower than the current market value of the common stock.

Warrants are longer- term issues than rights. They generally come to the marketplace as part
of a unit, which is comprised of two or more issues. For example, a corporation may issue a
combination of bonds and warrants. The bonds are in regular form, and the warrants are used
to make the offering more attractive.

The ‘Certificate’ In the case of either a right or warrant, the certificate itself is referred to as a
right or as a warrant. Actually, ‘a’ right certificate could represent 100 rights, and ‘a’ warrant
certificate could represent 100 warrants. The term causes confusion and is a source of errors
in the brokerage community. Operations personnel should always make certain whether the
term means the right or warrant certificate or the quantity of rights or warrants represented
thereon.

Trading in Equities

Selling stock to the public - When corporations issue stock (or other securities), they are
referred to as Issuers. Stock can be issued for sale to the public or for private placement.
When issuers prepare to sell securities to the public, they usually call upon investment
bankers to act as underwriters.

Most corporations come out with the new issue of shares through Initial Public Offerings
(IPO), which is called as the primary market offering. The equity shares then get listed on the
stock exchange. Stock exchange is the market place for buying and selling of equity shares.

Stock exchange offers the common trading floor for trading on stocks. They offer liquidity to
the investors. Every stock exchange has its own rules and regulations under which the
securities get traded. Investors can offer to buy or offer to sell stocks of certain corporations
through financial intermediaries on the stock exchange. The stock exchange publishes the
various price quotes for stocks listed on their stock exchange on the daily basis. Stock
exchanges also allow for settlement for trades.

Typical settlement periods that stock exchanges follow are:

e Fixed Settlement - Stocks traded during a specific period would get settled on a specific
date. All securities traded between Monday and Friday of every week would get settled
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on the Tuesday of the next week. If Tuesday happens to be a holiday, then the same
would be either settled on Monday or on Wednesday as the case may be.

e Rolling Settlement — Stocks traded on any day would get settled after a defined period.
For example, if the stock exchange has a rolling settlement of 3 days, then all deals
done on June 01 will be settled on June 04 and all deals done on June 02 will be settled
on June 05 and so on.

The investors can hold securities in any of the following forms:

e Scrip based — Certificates mentioning the details of the investor holding on the securities
will be provided to every investor. In this scenario, the securities in physical form are
typically held in the Safe keeping locations for the customer which can typically be a
custodian, broking house or a bank.

e Dematerialized — No paper form holding of securities. The security positions at each
investor level are held electronically at the depository. Any buy or sell by the investors
in a dematerialized form will increase the holdings of the customer in a electronic format.
Securities never exist in physical form.

e Immobilized — Very similar to Dematerialized. But, the physical forms of the certificates
are available with the central depository.

Trading in Bonds / Fixed Income securities

Bonds are traded on the stock exchanges. However, they are traded more in an Over The
Counter (OTC) market scenario, wherein, most of the deals in the bonds lead to Delivery vs
Settlement scenario. The deals done in such a manner normally get settled within few days.
The quantity of bonds is generally quoted in the market in two forms:

e Units
e Nominal value

In the ‘units’ scenario, bonds are bought in units and are quoted at a nominal price. Since
fixed income securities usually mature at the face value, the prices of such securities are
always quoted at discount. Years to maturity and interest rate of the fixed income security are
the two primary factors, which determine the price of the security. Here again, the price at
which it is quoted can be either Clean price or it can be Flat price. Clean price is the basic
price of the security and flat price contains the basic price plus the accrued interest on the
security from the last interest payment date. In the first case, the buyer will pay the seller the
accrued interest from the last interest payment date separately. Even though, the outflow for
the buyer is same in both the cases, the important thing is from the accounting point of view.

Accrued = [Face value of bond] x [rate of interest] x
Interest {{Number of days bond is owned /360]}

Days used for interest computation (the variables mentioned within {} in the above formula)
can be done using any of the nine methods as mentioned below:

e Actual / Actual
e Actual / 360

e Actual/ 365

e Actual/ 364

e 30 (US)/Actual
e 30(US)/360

e 30(US)/365

e 30(US)/364
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e 30 (EURO)/ Actual
e 30 (EURO)/ 360
e 30 (EURO)/ 365
o 30 (EURO)/ 364

In the nominal value scenario, bonds are bought at face value. These bonds are normally
traded at a discount on the face value. The investors then hold on these bonds to maturity at
which time the face value of the security is recovered from the issuer.

In the bond market, three types of yield are typically encountered:
e Nominal Yield
e Current Yield
e Yield to maturity

Nominal Yield - This is the percentage of interest paid on the face value of the instrument.

For instance, a $1000 bond with an interest obligation of 7% has a nominal yield of 7% (.07 x
$1000). It pays $70 interest per year on each $1000 bond.

Current Yield - Bonds pay interest based on the face value. The interest or coupon rate
remains the same regardless of fluctuations in the market price of the bond. The investor is
concerned with the return or the amount of interest received on the amount of money paid.
Current yield tells the investor what the return is, given the price of the bond.

For example, the bond in the previous example is selling for 120, that is, the bond costs the
investor $1200 to acquire. It still pays only $70 in interest (7% on the face value of $1000).
Although, as the bond’s owner, investor receives $70, the return is based on a cost of $1200.
The current yield is therefore only 5.83%. ($70 / $1200)

Yield to Maturity: This type of yield takes into account the net dollar amount that an investor
can expect if the bond is held to its maturity date.

For instance, a $1000 bond paying 7% interest will mature in 30 years. When the investor
purchases it for $1200, the bond has twenty years of life left. At the end of the 20 years (at
maturity), the corporation is obligated to retire the debt for $1000 (face value). If the investor
paid $1200 today for the bond, he will receive only $1000 at maturity. Divide the $200 loss
(or amortize it) over the 20 remaining years: $200 divided by 20 years equals $10 per year.
The investor is losing $10 per year, which accumulates on this transaction. Yet the bond is
going to pay him $70 per year in interest. So over 20 years, the investor actually earned an
average of $60 per year every year he owns the bond. In dollars, this is the yield to maturity.
Yield to maturity = Interest received +/- amortized figure

(Face value + cost) / 2

For example,

$70 - $10 = 0.0545

($1000 + $1200) / 2

The yield to maturity is 5.45%

Certain bonds like Zero coupon bonds trade with the price being quoted as ‘Yield to Maturity’
(YTM). These securities carry a face value, but they are usually traded at a discount. The
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YTM for such securities would be quoted in the market. Yield to maturity in such scenario can
be understood using the following formula:

YTM = (Face value — Purchase Price)* Days in a year

Current price * Days to maturity

Corporate Actions on Securities

Corporate actions are various events that happen on the different types of securities during
the life cycle of the securities. Some of these actions can be directly correlated to the return,
which the investors earn on these securities and others are relating to the various happenings
on the securities during its life cycle.

Investors’ returns:

Corporate actions, which fall under this category, can be:
e Cash dividend on equities / preference shares
e Stock dividend on equities
e Interest on bonds / fixed income securities
e Redemption of bonds / fixed income securities either on Call / maturity date
e Exercise of rights / warrants associated with securities

Corporate actions, which do not fall under this category are:

e Stock splits
e Mergers and acquisitions

Cash Dividend

Corporations reward the investors by declaring cash dividends, which would normally be a
small portion of the company’s earnings after interest payment and tax. Companies plough
back the remaining portion of the earnings into its reserve, which can be re-used for funding
the company’s growth in future. The dividend declared as explained above is paid to the
investors in cash.

When voting on the amount and form of a dividend, the Board of Directors provides two dates:
a record date and a pay date. The record date is the point of reference for determining
shareholder eligibility for the dividend. The pay date is typically a couple of weeks after the
record date.

Three days before the record date and about three weeks before the pay date, the stock goes
ex-dividend. Investors who purchase shares between the ex-dividend date (sometimes just
called the ex-date) and the pay date are not entitled to the dividend. Instead, it is paid to the
previous shareholder. When a stock goes ex-dividend, its price usually drops by the (after tax)
amount of the anticipated payment.

Stock Dividend

Corporation reward the investors by declaring additional free shares to the investors based

upon the proportion of holdings of the investors as of the record date. Whenever the board of
directors feels that the money lying in the Reserve account as explained above is more than
adequate, they would convert a portion of the reserve into Capital by issuing stock dividends.

Issuance of stock dividends does not entail any additional cost to the investor.

If the company issues a stock dividend of 1: 2 (Investors would get an additional share for
every two shares held by them), the outstanding units of the company increase by 50% over
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the existing outstanding units. The market value of the stock usually comes down after a stock
dividend.

Interest on Fixed Income Securities

The interest paid on the fixed income securities / bonds is same as the Nominal yield as
explained above. Interest is normally paid on these securities on a pre-defined frequency.
Companies pay interest on the earnings earned by them prior to payment of tax or cash
dividend on both preference / equity stocks

Redemption on Fixed Income Securities

Fixed income securities / bonds has a pre-defined life of 7 — 10 years. Conceptually, the
company is indebted to all its borrowers who have funded the bonds. The companies would
normally redeem its debts and thus there is a fixed maturity period for all the fixed income
securities. The customers are usually paid back the face value of the bond or the face value
and a small premium on the bond at the time of maturity.

For example, if the face value of the bond is $100, the company would repay $100 or $105
(Face value + premium of 5% ) at the time of redemption.

Rights / Warrants

Rights offerings give existing shareholders an opportunity to purchase (or subscribe to)
additional shares of stock at a discount from the public offering price when the company
prepares to issue new shares. These shares, which are also called subscription rights, are
transferable securities. The existing investors have the option to allow the rights to expire,
renounce (where they sell the rights offer to another person) or exercise the options.

A warrant, attached to another security, entitles the holder to convert the security into
common stock or some other instrument at a set price during a specified period of time. The
price set in the warrant is usually lower than the current market value of the common stock.
These offerings give existing shareholders another opportunity to purchase additional shares
at a discount from the market price.

Stock Splits

Stock splitincreases the total number of shares outstanding without changing the total market
value of shares. The companies usually issue stock splits if the price of the stock is too high
and is not affordable for the common investor. Essentially, stock split increases the liquidity
of the stock among common investors.

For example, in a 2-for-1 stock split, a holder of 100 shares IJK Corporation common stock
receives an additional 100 shares (usually in book entry form, although investors can request
a stock certificate). If the price of IJK was $144 just before the split, it is $72 right after it. The
nominal value of the stock comes down by half in the above example after the split.

Mergers and Spin-offs

Mergers combine two (or more) companies to form a larger company. Frequently, the
acquiring company pays shareholders of the acquired company in shares. For example,
company A may purchase all of company B’s shares on the basis of a pre determined ratio of
shares, say, two shares of company A stock for every share of Company B stock outstanding.
If an investor own 100 shares of Company B stock, after the acquisition is complete (and
company B no longer exists as a separate entity) the investor will own 200 shares of Company
A stock.
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Spin—offs are like mergers in reverse. Company C decides to split off part of its operations
into a separate organization. Let us say the new organization is called Company D. How are
shareholders in Company C compensated for this splitting off of part of their ownership
interest into a new enterprise? Usually, through issuance of stock at sum pre set ratio. Let us
say an investor own 100 shares of Company C. After the spin - off of Company D, the investor
still own 100 shares of C, but you also own, say, 50 shares of Company D.
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3. Securities - an Overview

Introduction

The Securities module of Oracle FLEXCUBE is a comprehensive, automated, and flexible
back-office deal processing, and security lifecycle processing system. With this module, you
can capture details of the security deals entered at your front office, process deals, and track
the life cycle events of holdings in your own, or your customer’s portfolios.

The module is comprehensive in its ability to process different types of securities (fixed and
flexible interest bonds, bonds with staggered and bullet redemptions, series type bonds,
equities, warrants, rights, and discounted instruments) and portfolios (bank type, customer
type, and issuer type). Itis comprehensive in its ability to capture a host of relevant information
for a variety of deal types (buy/sell; spot/forward; block; lodge/withdraw; repo/reverse repo;
safe keeping location transfers, etc.).

The Securities module automates the entire processing-cycle of holdings in a portfolio (asset,
liability, profit and loss bookings, accrual processing, and revaluation), and the processing of
corporate actions (coupons, dividends, bonus, rights, warrants, and redemptions) defined for
an instrument. The module automatically generates the SWIFT, Telex, and mail messages
specified for the ‘events’ linked to deals or portfolios. It helps you automatically track your
positions and holdings across various safe keeping locations, and automatically track, online,
your exposure to a customer at the deal level for total or pre-settlement risks. At the end of
day, you can also track your exposure to selected issuers and safe keeping locations.

Defining ‘Products’, in Oracle FLEXCUBE, helps you streamline your operations based on the
various types or categories of business segments you operate in. For example, if you are an
issuer of securities, you can define the different types of issuer portfolios as products. If you
offer customer portfolio maintenance schemes, you can define each type of scheme as a
product. Similarly, if you maintain short term zero coupon bonds, you can define it as a
product. You can, likewise, define different deal types into products.

The Securities module gives you the flexibility to define, upfront, components (such as
interest, charge, and tax), restrictions (such as branch, currency, customer, security, and
portfolio), preferences, and events and accounting entries into ‘Classes’. When defining a
product, you merely need to associate it with the different classes that you have built. You can
change the attributes of classes, on association with a product, to suit a specific security,
portfolio, or deal.

The module also offers you the flexibility to define portfolios based on your requirements. If
you are an issuer of securities, you can maintain issuer portfolios for the coupon and
discounted instruments you issue. On these instruments, you can automatically track coupon
events, accruals, and redemption till maturity. You can define your trading and investment
portfolios, and choose the costing method (LIFO, FIFO, WAC, etc.), the interest and discount/
premium accrual frequencies, and the revaluation method that you would like to adopt. If you
offer customer portfolio management facilities, you can define customer portfolios, and track
all life cycle events from inception to maturity. You can levy charges on a variety of bases, at
deal or portfolio level, for your services.

This chapter contains the following sections
e Section 3.2, "A Snapshot of the Module”
e Section 3.3, "Processing at the Portfolio Level - at the Beginning or End of Day"
e Section 3.4, "Getting Started with the Module"
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A Snapshot of the Module

Architecture
| l

| Security Definition | | Portfolio Definition |

| Market Definition |

.| DEAL k

The instruments supported

e Fixed interest bonds with quantity (staggered), bullet, or series type redemptions, and
user-defined coupon schedules supporting different interest methods for accrual and
liquidation.

e Flexible interest bonds with quantity, bullet, or series type redemptions, and user-
defined coupons with synchronous or asynchronous rate revision schedules supporting
different interest methods for accrual and liquidation.

e Discounted instruments (Treasury Bills, Zero Coupon Bonds and Commercial Papers)

e Equities
e Rights
e Warrants

Corporate Actions processing supported
Bonds:

e Collection and disbursement of coupons for long and short holdings — collected/
disbursed, by batch, from safe keeping location of holding for each portfolio.

e Redemption: processed, by batch, as an auto sell-type deal. The types of redemption
supported are:

— Bullet (at premium or face value)

— Quantity (percent of original face value) at a user-defined redemption price for each
intermediate redemption

— Series (with user defined series and redemption date and price)

e Warrant events are processed as appropriate auto buy or sell deals between the
portfolio and the SK location of the holding.

Equities:

e Cash Dividend (as rate per face value, or value per unit) collected and disbursed, by
batch, from the safe keeping location of the holding, for each portfolio.

e Stock Dividend (Bonus) with user-defined resultant security processed, by batch, as a
‘buy’ deal from the location of holding of the parent security, for each portfolio.
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Partial or full cash conversion, at user-defined encashment price, collected by batch
from the safe keeping location of the holding, for each portfolio.

Rights events are processed as appropriate auto buy or sell deals between the portfolio
and the SK location of the holding.

Rights and Warrants:

Tear -off from the parent security at a user-specified ratio

Exercise giving a user-defined resultant security at a user-defined ratio and exercise
price.

Automatic expiry on the date specified.

Portfolio features supported:

Bank Portfolio

Costing basis: Deal Matching, LIFO, FIFO, and Weighted Average Costing
Independent accrual option at flexible frequencies

Flexible accrual options for forward profit or loss

Revaluation using MTM or LOCOM for Settled or Total positions

Option to restrict the portfolio from taking a short position

Flexible, user-defined accounting entries and advices for each event

Facility to specify, upfront, the GLs to which accounting entries for a portfolio product
would be posted. You can change the default to suit a specific portfolio maintained
under a product.

Issuer Portfolio

Costing basis is always WAC and the portfolio is always short in the issued security.

Independent option for accruing interest and discount on zero coupon bonds, issued by
the portfolio, at a user-defined frequency.

Flexible user-defined accounting entries and advices for each event.

Customer Portfolio

Can attach pre-defined charge components (built with different charge bases, such as
the coupon liquidation amount, stock to cash liquidation amount, etc.) to a customer
portfolio.

Can specify the notices to be generated for the various corporate actions due on a
security in the portfolio.

Deal Product Types

The following deal types are supported:

Buy and sell deals of type bank-to-customer, bank-to-bank, and customer-to-customer
Rights and warrants ‘exercise’ type deals for bank and customer portfolios

Lodge and withdraw type deals for customer portfolios

Block and Release Block type deals for bank and customer portfolios

Transfer from one SK location to another

Activities Supported through Deal Online

Purchase and sale of securities between bank and customer portfolios, bank and
standalone customers, bank and bank, and customer and customer.

Spot and forward deals can be processed using user specified market details, rates,
trade and settlement dates, bought or sold interest, and deal currency. Most likely
values available as defaults for aiding faster inputs.
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Money settlement, on auto or manual basis, according to pre-defined settlement
instructions.

Deal level messaging based on the parties specified

Customer portfolio deals, with accompany withdraw/lodge options, to capture deals by
customer portfolio outside bank’s custodial interest.

Standalone Withdraw/Lodge for customer to handle customer deals struck
independently from holdings managed by the bank.

Repo by bank portfolio/Reverse Repo by bank to customer with portfolio (auto blocking
in portfolio of securities and with tracking of the market value of the blocked securities
vis-a-vis the contract amount outstanding).

Block Release Block
Transfer across Safe Keeping Locations
Facility to change the format of the security

Processing at the Portfolio Level - at the Beginning or

End of Day

Corporate Actions of coupons, dividends, and stock to cash (for bank and customer
portfolios).

— Manual and auto initiation at the security level
— Manual and auto collection from the SK location by the bank
— Liquidation and disbursement of the corporate action to the portfolio

Deal Settlement and updating of holdings. Profit and loss booking for user-entered and
auto deals.

Accrual entries passed — Accrual of Interest, Discount, Premium, Redemption
Premium, Forward Profit and Loss accruals.

Revaluation entries posted

Getting Started with the Module

Oracle FLEXCUBE's Securities module helps you streamline your operations to a remarkable
degree. This is borne out by the following maintenance features.

The maintenance functions can be broken into the following categories:

1.

2.
3.

Maintaining commonly accessed data - such as market, SK locations, Interest, Charge
and Tax components, and so on - required to simulate the specific business related
environment that you desire.

Building classes.

Defining products.

This section contains the following topics

Section 3.4.1, "Building Classes"

Section 3.4.2, "Defining Products”

Section 3.4.3, "Handling Interest, Charge and Tax Components"
Section 3.4.4, "Building a Transaction Tax Scheme"

Section 3.4.5, "Building an Issuer Tax Scheme™

Section 3.4.6, "Handling Brokerage"

Section 3.4.7, "Tracking Limits"
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e Section 3.4.8, "Settling Deals"
e Section 3.4.9, "Querying the System for Details"

Building Classes

In Oracle FLEXCUBE, a ‘Class’ embodies a generic set of attributes. A class could represent:

e A set of restrictions (branch, currency, customer, security restrictions, or portfolio
restrictions),

e Asetof ‘preferences’ (security preferences, portfolio preferences, or deal preferences),

e A set of events and the corresponding accounting roles and heads (account types and
the GLs involved), or

e A component (tax, interest, or charge).

As part of your one-time set up, you can define several sets of classes of a particular type.
For instance, you may want to disallow banks and financial institutions from availing a
customer portfolio service that you offer. You can maintain a Restrictions Class with a
‘Disallowed List’ of customers, and include Banks and Financial Institutions in this list. When
defining the Customer Portfolio Service as a product, you merely need to associate this
Restrictions Class to it. The same principle applies to all classes that you build.

In Oracle FLEXCUBE, therefore, you do not have to specify restrictions, preferences, and
components every time you create a product. You only need to associate the different sets of
classes that you have already maintained.

This feature eliminates redundancy, and saves processing time.

Defining Products

You can use the Product Definition facility in Oracle FLEXCUBE to streamline your operations
based on the types or categories of business segments you operate in.

A 'Portfolio Product' is a category or a type of portfolio. For instance, you can define your
investment portfolio of zero coupon bonds as a product in Oracle FLEXCUBE. A portfolio
product can, thus, serve to classify the portfolios that you maintain in your bank, and to reflect
either the security level, or the investment philosophy of your operations.

A portfolio product can also represent a specific service that you offer. You can define a
customer portfolio maintenance service, ‘Clean, Safe and Fast Buck’, for example, as a
product.

Similarly, you can define a category of securities (such as the t-bills issued by your
government) as a product, and a category of security deals as a product.

When building a product, you assign it a set of attributes. (You can define these attributes by
associating the appropriate classes to the product.) The securities, portfolios, and security
deals that you maintain under a product, respectively, acquire the attributes defined for the
corresponding product.

The Advantage of Defining a Portfolio Product

The advantage of defining products is illustrated by the following example. Assume this
scenario: Mr. Silas Marner, your customer, would like you to maintain his portfolio, worth USD
100,000, under the customer portfolio maintenance scheme, ‘Clean, Safe, and Fast Buck'.
The highlights of this scheme are:

e You would not deal in long-term Zero Coupon Bonds.
e You would not deal in securities issued by alcoholic beverage companies.
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e You would not deal in securities issued by industries blacklisted by Greenpeace.

Let us consider the different operations that you would perform in setting up this portfolio. You
would specify, amongst other details:

e The securities that you are not allowed to deal in (long term zero coupon bonds,
securities issued by alcoholic beverage companies and companies blacklisted by
Greenpeace).

e If you would like to provide Transaction, Corporate Action, and Holdings Statements
(and if so, the frequency, the start date and the start month)

e The GLs that would be impacted.

e The advices that need to be generated.

e The charges that you would levy.

e The taxes that would apply.

e If you would like to auto liquidate for Corporate Actions.

e The MIS Heads under which you would like to report the portfolio.

If you maintain a hundred such customer portfolios under the same scheme, you will repeat
the above operations as many times.

By defining portfolios with similar attributes as a product, you can standardise these
operations. For example, for a portfolio product, you can define:

e The GLs that would be impacted (by associating an appropriate ‘Events, Accounting
Entries and Advices Class)

e The advices that need to be generated

e The charges that you would levy (by associating a Charge Class)
e The taxes that would apply (by associating a Tax Class)

e The MIS Heads under which you would like to report the portfolios

Portfolios maintained under the product will acquire these attributes defined for the product.

Defining a customer portfolio scheme as a product reduces the effort involved in maintaining
a portfolio.

By classifying your securities, portfolios, and security deals into products, you not only save
time, you can easily retrieve information relating to securities, portfolios, or deals of a
particular type.

Handling Interest, Charge and Tax Components

In Oracle FLEXCUBE, you can build interest, charge and tax components, upfront. When
defining a product, you merely have to attach the required components. Thus, a security,
maintained under a security product, acquires the components associated with the security
product. Similarly, portfolios and deals acquire the components associated with the
respective products they involve.

The following example illustrates the advantage of defining a component upfront.

The following transaction taxes apply on all the securities deals that you enter into:

A Stock Exchange tax

Local tax 1 - applicable on the deal amount
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Local tax 2 — an additional tax

In Oracle FLEXCUBE, each of these taxes is referred to as a ‘component’ of the deals that
you enter into.

In Oracle FLEXCUBE, you can build each of these components upfront. Since these taxes
apply on all deals, you can associate the tax components to all the deal products that you
maintain at your bank. Deals involving a product acquire the components defined for the
product.

The advantage is clear: you do not have to define these taxes every time you enter into a
securities deal.
Building Interest and Charge Classes

A class is a specific type of Interest or Charge component. A ‘quarterly coupon paid on the
current face value’ is an example of an interest component. A charge levied on every extra
‘Statement of Holdings provided’ is an example of a charge component. When building a
class, you can identify:

e The Charge Rule (in case of a charge class)

e The event at which you would like to associate the component to a security
e The application event (for a charge class)

e The liquidation event (for a charge class)

e The basis amount on which the coupon is paid. Typically, this is on the current face
value of a security (for an interest class)

e The rate type (for an interest class)
e The default rate code (for an interest class)
e The default tenor (for an interest class)

These details default to the products with which you associate the class. For instance, a
security maintained under a product acquires the interest components associated with the
product. By building classes, and associating them to products, you remarkably save time and
effort.

Building Tax Classes
With the Securities module of Oracle FLEXCUBE, you can process two kinds of tax:

e Issuer tax (charged on the coupon or cash dividend paid by the issuer)
e Transaction tax (local taxes, for example)

Issuer tax for a security is calculated on the basis of the Issuer Tax Scheme associated with
the product that the security involves. Transaction tax for a securities deal is calculated on the
basis of the Transaction Tax Scheme associated with the product that the deal involves. (A
tax class is a specific type of Issuer or Transaction tax. A tax scheme is a set of Issuer or
Transaction tax classes.)

Building a Transaction Tax Scheme

When building a transaction tax class, you associate it with a tax ‘rule’. A rule identifies the
logic required to compute tax. The logic built into a tax rule defaults to the tax class with which
you associate the rule. For a tax rule you can define the following:

e The tax currency
e The minimum tax amount
e The maximum tax amount
e The floor amount
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e The floor charge

e The ceiling amount

e If you would like to apply a rate or a flat amount
e The basis amount, etc

You can group any number of transaction tax classes into a tax scheme. When defining a
security deal product, you can associate it with a transaction tax scheme that you have built.
Transaction taxes for all deals associated with the deal product will be calculated, by default,
according to the components built into the scheme.

Building an Issuer Tax Scheme

When building an Issuer tax class, you associate it with a Rate Code, and not a Tax Rule. (A
code uniquely identifies a rate value.) You can group the Issuer tax classes that you have built
into an issuer tax scheme. When maintaining a security product, you can associate it with an
issuer tax scheme that you have built. Issuer taxes for securities associated with the product
will be calculated, by default, according to the issuer tax components built into the scheme.

Handling Brokerage

In Oracle FLEXCUBE, you can maintain a list of all the brokers with whom you deal with in
the Broker Master Maintenance table. In this table, for each broker, you can specify brokerage
details such as the broker’'s name and address; a unique code for the broker; the brokerage
payable currency; whether you would like to book brokerage in advance or in arrears, etc.

A centralized brokerage set up means that you do not have to specify brokerage details every
time you enter into a deal. When processing a security deal, the details maintained for the
specified broker are automatically picked up. You can change the default brokerage details.

Tracking Limits

The liability details for a customer, customer account, and product are maintained in the
Central Liability module, which is at the core of Oracle FLEXCUBE. Other modules, such as
the Securities module, access these details online. This allows you to constantly track you
exposure to:

e A counterparty in a securities deal
e AnlIssuer

Oracle FLEXCUBE also provides you the facility to track your exposure in an SK Location.

For details relating to limits tracking and monitoring, please refer the Central Liability user
manual.

Settling Deals

For a customer, you can maintain settlement preferences, centrally, in the Settlements sub-
system of Oracle FLEXCUBE. Defining preferences centrally means you do not have to
specify settlement details every time you enter into a deal. Security deals are settled, by
default, according to the preferences specified for the counterparty. When entering into a
deal, however, you can change the default settlement details.

Settlements are effected by way of a funds transfer. The seamless interface with the Funds
Transfer module of Oracle FLEXCUBE allows you to effect a transfer effortlessly.
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349 Querying the System for Details

Oracle FLEXCUBE offers you an invaluable tool - the ‘Online Query’ facility. Using this facility,
you can sieve data to locate the precise information that you require. Here is how the facility
works: in the midst of your operations, you would frequently want to retrieve very specific
information relating to:

e SK security movements

e SKlocation balances

e Portfolio security movement

e Portfolio balances
The Securities module offers you a Query screen to locate each of the above types of
information. In the query screen, specific to the type of information you are looking for, you
can enter the criteria by which you would like to filter data. Only data that satisfies the criteria
that you specify will be displayed for your reference.

The chapter ‘Querying the System for details’ discusses this feature elaborately.
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4. General Maintenance

Introduction

Before beginning operations on the Securities module, you need to maintain certain basic
information. The information that needs to be maintained includes:

e Bank and Branch parameter details
e Floating interest rate details

e Market definition details

e Safe Keeping location details

e Tax details

The procedure for maintaining these details is discussed in the following sections.

Note

The basic information, necessary for the successful operation of the securities module,
should be periodically reviewed and updated to reflect the latest changes.

Bank Parameters

This section contains the following topics

e Section 4.2.1, "Maintaining Bank Parameters"
e Section 4.2.2, "Maintaining Deal Products"
e Section 4.2.3, "Maintaining Nominal Based Yield Computation"

Maintaining Bank Parameters

In the Securities Bank Parameters screen, you maintain certain basic information regarding
the processing of Auto Deals.
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You can invoke the ‘Securities Bank Parameters Maintenance’ screen by typing
‘SEDXBNPM'’ in the field at the top right corner of the Application tool bar and clicking on the
adjoining arrow button.

0 Securities Bank Parameter maintenance
[Ey MNew [ Enter Query

Bank Code * Bank Mame
Exposure Tracking Undelivered Exposure
%) Total Exposure Security MIS Parameter 5
Yield to Maturity Display Propagate Market Price
Decimals Across Branches

EilcRAA=LL Y VWarrants & Redemption| Deal Products

Rights Exercise Product Rights Expiry Product
Bank Portfolio * Bank Portfolio *
Customer Portfolio * Customer Portfolio *
Rights Tear off Product Bonus Product
Bank Portfolio * Bank Portfolio *
Customer Portfolio * Customer Portfolio *
Fields =

Maker Date Time:

Checker
Date Time:

Mod Mo Record Status
Authorization Status

If you are calling a record that has already been created, click on Summary view. From the
Summary screen you can open an existing record. Highlight the record you wish to view and
double click on it. The details of the bank parameter record will be displayed in a tabular form.

Security MIS parameter

In Oracle FLEXCUBE, a maximum of 10 transaction classes can be maintained for a security
and portfolio.

By specifying the security MIS parameter, you can indicate how the MIS transaction classes
for a security position (Portfolio plus Security combination), is built from the respective
transaction classes of the security and portfolio.

The number that you enter in this field denotes the number of MIS transaction classes of the
security that should be picked up, to determine the MIS transaction of the security position.

Year to Month Display Decimals

The YTM values, which you can view through the Yield to Maturity details sub-screen of the
Deal Online screen, are rounded off to the number of decimal places that you specify in this
screen.

You can indicate the deal combination product code, which should be picked up, in case of
declaration of one of the following:

e Rights
— Tear-off
— Exercise
—  Expiry

e Bonus
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e Warrants
— Tear-off
— Exercise
—  Expiry

e Redemption

Deal combination product codes are maintained in the Deal Combination Product definition
screen. All the product codes defined in that screen will be reflected in the picklist available.
The attributes defined for a particular deal combination product, will be inherited by the auto
deal to which it is linked. The parameters maintained in this screen are applicable across the
bank.

Maintaining Deal Products

Specifying Banker’s Acceptance for a Placement/Loan Product

If you wish to process Banker’s Acceptances in your bank, then you must indicate the Loan/
MM product, under which loan contracts or money market placements are to be created
whenever you process a Banker's Acceptance deal.

In a Banker’s Acceptance deal, you fund the issuer of a security by creating a loan or a money
market placement.

Select from the list of values containing all open and authorized Loan / MM products, which
satisfy the following conditions:

e Incase of an LD product, the product type should be: ‘Loans’

e In case of an MM product, the type should be: ‘Placement’

e The rate type should be: ‘Special’

e The payment type should be: ‘Discounted’

e The Loan / MM product can have only one interest component attached.

Refer to the Deal Online chapter of this User Manual for details on processing Banker's
Acceptances.

Maintaining Nominal Based Yield Computation

For your bank you can specify whether the yield computation for securities should be based
on Nominal Cash Flows or Face value (per unit). You can maintain this parameter in the
CSTB_PARAM (Bank Level Parameters) table. Maintain the parameter
COMMON_YLD_ACCR as ‘Y".

Once this parameter is maintained as Y, the system will compute the yield and NPV for Bonds
and T Bills using Nominal based cash flows.

Subsequently, the system triggers the Yield accrual event YACR. The value passed for the
event YACR is inclusive of the discount/premium accrual for the deal and the events ACRD
and ACRP will not be passed separately.

To compute yield using nominal based cash flows, the following validations are performed in
the system:

e Coupon Rate Revision — If you have specified the bank parameter
‘COMMON_YLD_ACCR’ as 'Y’, then

— The system does not allow a coupon rate revision prior to an existing IRR effective
date. The IRR record can be a result of a sell deal or an earlier coupon rate change.
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If the revision date is less than the application date, the coupon rate revision is
populated with the future revision details on confirmation of the coupon rate
revision.

Buy Deal — In case the Security is a Bond and you have specified the bank parameter
‘COMMON_YLD_ACCR’ as ‘Y’ then

The initial cash flow for yield computation is taken from the net considerations of the
deal.

Yield is computed based on actual cash flows instead of the face value.

Securities Batch -

Coupon rate revision — during EOD processing, IRVN process initiates the coupon
rate revision activity on the effective date of coupon rate revision. This is triggered
before the YTMCALC — YTM Recalculation & ALPL processes. The system triggers
the IRR re-computation prior to ALPL (profit/loss realization) processing. As a result
of the revision, the ‘CRVN’ event for the deal is passed based on the new coupon
rate.

Sell deal — the system triggers an IRR effective on the sale date during processing
of a sell deal. In this case the Yield value does not change but the cash flows are
recomputed based on the current outstanding amount. Yield is recomputed only if
the sell deal is back dated and a rate change has happened subsequent to the
DSTL date of the sale deal. System throws up an override is a back dated sell or
buy deal is input for a security for which rate revision has already occurred.

Reversal of Sell Deal — in case of reversal of a sell deal, the IRR record as of the
DSTL date of the sale deal is deleted and a new IRR record is created as of the
earliest IRR re-computation date. The re-computed date can be the date of the
coupon rate revision date or the DSTL date of the re-computed sell deal.

Branch Parameters

This section contains the following topics

Section 4.3.1, "Defining Branch Parameters™

Section 4.3.2, "Specifying the Batch Processing Parameter"

Section 4.3.3, "Specifying Revaluation Level"

Section 4.3.4, "Specifying whether Coupon Dates can Move across Months™

Section 4.3.5, "Specifying whether Accounting Value Date can Move across Months"

Section 4.3.6, "Specifying Interest Accrual level"

Defining Branch Parameters

A set of rules that governs the processing of securities in a particular branch of your bank, is
defined in the Branch Parameters screen.
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You can invoke the ‘Securities Branch Parameters’ screen by typing ‘SEDXBRPM’ in the field
at the top right corner of the Application tool bar and clicking on the adjoining arrow button.

* TR
[ New [E3 Enter Query
Branch Details

Branch Code *
Branch Mame

Batch Processing Coupon Processing For Holidays Move Across Months
|Process Till Mext Working Accounting Value Date | g5 W
day ;
Caoupon Plottin |! lo Vv
Revaluation Level (s Portfolio E d -
Holding
Interest Accrual Level Deal
=) Position

Accrual Level (e Portfolio
Holding

Fields =

Maker Date Time:
Checker
Date Time:

Mod Mo Record Status
Authorization Status

The events, for which you had indicated automatic processing, are triggered off during the
Batch Process. You can specify preferences for the automatic events that fall on a holiday, in
the Branch Parameters screen.

Specifying the Batch Processing Parameter

You have the option to specify when the batch process, should process automatic events
falling due on a holiday. It could be either:

e As part of the EOD on the last working date before the holiday
e As part of the BOD process on the next working day after the holiday

Specifying Revaluation Level

Revaluation entries can be passed at the portfolio level or at the holding level.

e Portfolio: At the portfolio level, revaluation entries will be passed for the portfolio and
currency combination.

e Holding: At the holdings level entries will be passed for the net holdings for a portfolio
and security across SK locations and SK location accounts.

For example, consider the following securities held in a portfolio at your bank:

Portfolio | Security ID

PF1 SEO1
PF1 SE02
PF1 SEO3
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PF1 SE04

The security currency for SEO1, SE02 and SEO3 is USD. The security currency for SEO04 is
GBP.

If you indicate that revaluation should be passed at the holdings level, entries will be passes
exclusively for the following combinations:

1. PF1l+SEO1

2. PF1+ SEO02

3. PF1+ SEO03

4. PF1+ SE04

If you specify that entries should be passed at the portfolio level, then the revaluation entries
will be made in the following manner:

PF1 + SEO1 + SEO2 + SEO3

PF1 + SEO4

Note

If you indicate that revaluation should be performed at the Holdings level, you have the
option of selecting between Deal level revaluation and Position level revaluation while de-
fining a portfolio.

See the ‘Maintaining a Portfolio Preference class’ chapter of this User Manual for more
details.
Specifying the Accrual level

e Portfolio: At the portfolio level accruals will be passed for the portfolio and currency
combination.

e Holding: At the holdings level entries will be passed for net holdings of a portfolio and
for security across SK locations and SK location accounts.

Specifying whether Coupon Dates can Move across Months

In the Security Definition screen, you can define whether a coupon payment falling due on a
holiday should be shifted backward or forward. In the Securities Branch Parameters screen,
you can specify if such a forward/backward shift shall be allowed when it involves a
movement across months. In the Coupon Plotting field in the Holiday Treatment — Move
Across Months area, you have to select either ‘Yes’ or ‘No’ accordingly.

Specifying whether Accounting Value Date can Move across Months

Interest calculations and accruals are done till the coupon event date. However, if the coupon
event date is a holiday, the accounting entries are processed as part of the batch process on
the next working day or the previous working day, depending upon your specification. Select
‘Yes’ or ‘No’ in the Accounting field in the Holiday Treatment — Move Across Months area.

If the coupon plotting date itself has moved to a working day, then this field becomes
irrelevant.
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Note

For both Coupon Details and Accounting Value Date, if movement across months is al-
lowed, then such movement takes place (subject to necessity and as per other preferenc-
es maintained) even if this entails a movement across accounting periods or across
financial years.

Specifying Interest Accrual level

You can opt to accrue interest at a position level or at a deal level.

e Position: At the position level, accrual happens for a combination of security and
portfolio

e Deal Matching: Deal level interest accrual is done for every individual buy deal for the
same combination of security and portfolio

Interest accrual at deal level is for Bank Portfolios only.

Deal Level Interest Accrual

The interest accrual process pickups all the settled buy deals and pass accrual entries for
each of them.

The deal level interest accrual will be done only for portfolios with the following costing
methods:

e Deal Matching (DM)
e Firstin First Out (FIFO)
e Lastin First Out (LIFO)

Deal level interest accrual cannot be done for portfolios with Weighted Average Costing
(WAC) method since it would not be possible to determine the deals for which interest accrual
should be stopped.

Consider the following example.

The following buy deals for 'lyear EURODOLLAR Bonds’ (S1) have been struck for the
Trading Portfolio (P1):

Leg Ref. No Purchase date Deal | No of units
Deal 1 (Dl) 1St January Buy 10
Deal 2 (D2) 2nd January Buy 15
Deal 3 (D3) th Sell 12
5" January

If P1 were maintained as a WAC portfolio, it would not be known from which deal the 12 units
of ‘10-Year RBI Bond’ are being sold. It could be 6 units each from D1 and D2 or 12 units
entirely from D2. Therefore, for WAC portfolios, interest accrual will be done at the position
level rather than at individual deal level.

However, if P1 were of type FIFO, it would be easy to determine that the 12 units that are sold
comprise of 10 units from D1 and 2 from D2. Therefore, once the sell deal, D3 is settled,
interest accrual will be stopped for D1 as all the 10 units are sold. For D2, interest accrual will
happen for the remaining units (i.e. 15 -2 = 13).
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Revaluation

Though interest accrual occurs at deal level, the revaluation (REVL) entries will continue to
be posted at the position level. The revaluation process will compare the current book value
(cost of assets in your books) with the book value at the market place.

The price quote at the market place can be:

e Plus Accrued, in which case the value will be devoid of interest, which will be
subsequently accrued.

e Flat Value, where the interest is built into the value. In this case, the system will arrive
at the clean price of the asset.

Capitalization

Capitalization or compounding of interest (interest on interest) will result in a new deal and the
face value would be considered as the coupon amount for the previous coupon period.
Therefore, IACR for the new deal would be done with the new face value.

For Back Dated Deals

In the case of back dated deals, adjusted entries will be posted. As the IACR will be at a deal
level, for a back dated buy deal, a consolidated IACR entry will be posted. For a back dated
sell deal, an adjustment IACR entry will be posted for the matched buy deals(s).

On reversal of a sell deal, the interest accrual process will pass an adjustment entry for the
relevant matched buy deals. This is illustrated in the example below.

Let us continue with the example discussed above. You have struck 3 deals (2 buy + 1 sell)

for '10-year RBI Bonds’ (S1) for the Trading Portfolio (P1). Further, the 12 units sold comprise
of 10 units from D1 and 2 units from D2. The other details of the deal are as follows:

e Coupon Period — 15t Jan to 30" Jan
e Coupon Amt — 1 USD per day per unit
e Interest Accrual Frequency - Daily

Coupon Accrued on D1 till 4" Jan = 40 USD (10 units* 1 USD* 4 days)
Accrual will not happen for D1 after qth January as all the 10 units are sold out on 5th January.
Coupon Accrued on D2 till 4th January = 45 USD (15 units * 1 USD * 3 days)

After 4t January, for D2, accrual will happen only for the remaining 13 units (15 — 2 units sold
=13).

Now, on 10 January, the sell deal, D3 is reversed.
Between, 51" and 10™ Jan, coupon accrued on D2 = 65 USD (13 units * 1 USD * 5 days)

Due to the reversal of the sell deal, the interest accrual process will pass accrual entries for
the period 51 Jan to 10™ Jan for the buy deals (D1 and D2):

D1 =60 USD (10 units * 1 USD * 6 days)
D2 =12 USD (2 units * 1 USD * 6 days)
Subsequently, interest accrual will continue for deals D1 and D2 till redemption/CPLQ.

The accrual process will be zero based i.e. at deal level, the accrual process will do the
following:
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Identify all the BUY deals
Determine the current quantity (buy quantity — the sold quantity)

Find the amount to be accrued from the Previous Coupon Date (PCD) to the accrual date
i.e. if the PCD is 1st Jan and the accrual date is 10th Jan, it will calculate interest to be
accrued for the period 1st Jan to 10th Jan. This amount is, say Al.

Find the amount already accrued for the deal i.e. interest accrued for the period 1st Jan
to 9th Jan i.e. before the actual accrual date, 10th Jan. The interest accrued is say, A2.

Pass the accrual entry for A1-A2.

Note

For a deal level interest accrual, the accrual of the Withholding Tax will also happen at the
deal level. However, interest accrual will not happen for unsettled deals. For deal level in-
terest accrual, the IACR (Interest Accrual) event and the associated accounting entries will

continue to be maintained at the portfolio product level.

You have to maintain the accounting entries as shown below:

For the Events SPLP & SPSP

Accounting Roles Amount Tags Debit/Credit Indicator
iccfcomp01_RCPY iccfcomp01_PUCM Dr
SEC BRIDGE GL iccfcomp01_PUCM Cr
SEC BRIDGE GL iccfcomp01_PUEX Dr
iccfcomp01_RCPY iccfcomp01_PUEX Cr

For the Events SSLP & SSSP

Accounting Roles Amount Tags Debit/Credit Indicator
SEC BRIDGE GL iccfcomp01_SOCM Dr
iccfcomp01_RCPY iccfcomp01_SOCM Cr
iccfcomp01l_RCPY iccfcomp0l1l_SOEX Dr
SEC BRIDGE GL iccfcomp01_SOEX Cr

For the Event IACR

Accounting Roles

Amount Tags

Debit/Credit Indicator

iccfcomp0l1_RCPY

iccfcompO1_IA

Dr

IccfcompO1_|

iccfcompO1_IA

Cr
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For the Event CPLQ

Accounting Roles Amount Tags Debit/Credit Indicator
PAYABLE iccfcompO1_ILIQ Dr
iccfcomp0l1_RCPY iccfcompO1_ILIQ Cr

At the end of the coupon liquidation event, CPLQ, the balance in the interest receivable head
(iccfcomp01_RCPY) would be zero. The following example will illustrate this.

The following deal details are available:

e Coupon Period — 15! January 2003 to 30-Jan-2003
e Previous Coupon Date (PCD) — 15! January 2003
e Next Coupon Date (NCD) — 3ot January 2003

o ExDate — 26" January 2000 (the issuer will pay interest to the holders of the securities
as on the Ex. Date or the Record Date).

e Interest amount — 1$ per day per unit

e Accrual Frequency — Daily
Now, on 10™ Jan, you buy 20 units of a bond, S1 at PUCM amt of 200%$ i.e. the interest
accrued for the period 15t Jan (PCD) to 10" Jan will be tracked as a receivable from the issuer
of the units (200 $ = 20 * 1*10)

The following entries would be passed as part of event SPLP (amount tag IntComp_PUCM):

Dr IntComp_Rcpy (Interest Receivable) 200 $

Cr Sec Bridge GL 200 $

Interest accrued on EOD of 26! Jan (for the period from 11" Jan to 26" Jan) = 320 USD (16
days * 20 units * 1 USD).

The following entries will be passed for this amount as part of event IACR (amount tag
IntComp_IA):

Dr IntComp_Rcpy (Interest Receivable) 320 %

Cr IntComp_IA (Accrued Interest) 320 %

on 27" Jan, you decide to sell 15 units at SOEX amount of 60 $. This is the sold interest after
the Ex. Date/Record Date i.e. the interest on 15 units for the period from 27" Jan to 30t Jan.

The following entries will be passed for this amount as part of event SSLP (amount tag
IntComp_SOEX):

Dr IntComp_Rcpy (Interest Receivable) 60 $

Cr Sec Bridge GL (Intcomp_SOEX) 60 $

Interest accrued on the remaining 5 units for the same period i.e. from 27" Jan to 30 Jan =
20 USD (5 units * 1 USD * 4 days)

Therefore, Interest accrued on EOD of 30" Jan = 320 + 20 = 340 USD
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The following entries are passed for the 5 units at a daily frequency for 4 days:

Dr IntComp_Rcpy (Interest Receivable) 5%

Cr IntComp_Rcpy 5%

The total interest receivable = 200 + 320 + 60 + 20 = 600 USD

The Coupon Liguidation event will pass an entry of 600 USD (20 units * 1 USD * 30 days)

Dr Payable 600 $

Cr IntComp_Rcpy 600 $

Therefore, at the end of the Coupon Liquidation, the net balance in the IntComp_Rcpy head
will become zero.

Floating Rate Codes

This section contains the following topics
e Section 4.4.1, "Defining Floating Rate Codes"
e Section 4.4.2, "Defining Rate Sources"
e Section 4.4.3, "Defining Rate Type"
e Section 4.4.4, "Defining Floating Rates"

Defining Floating Rate Codes

You can define rate codes using the ‘Rate Code Maintenance’ screen. You can invoke this
screen by typing ‘CFDRTCD’ in the field at the top right corner of the Application tool bar and
clicking the adjoining arrow button.

4 Rate Code Maintenance - X
ELNew 3 EnterQuery

Rate Code*

Description

Holiday Currency Iil

[¥] Propagate Across
Branches

Tenor Code Details

5 [+]=]E]
-D Tenor Code * Tenor Code Description
[E )

Fields

Input By Authorized By Modification
Date Time Date Time Number

M Authorized
el Open
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You can enter the following details:

Rate Code

Enter a code to identify the rate you are defining. You can associate several currencies to the
rate code and specify rates for each currency. While processing a contract, you need to
indicate this code to make the rate applicable to the contract. The code cannot exceed 10
characters.

Description

Enter a brief description to identify the rate code being defined.

Holiday Currency

Specify the holiday currency for this rate code. You can choose the appropriate one from the
adjoining option list that displays all valid currency codes maintained in the system.

Propagate Across Branches
Check this option to indicate that the rate code should be available across all branches.

Indicating Tenor Code Details

Here you need to indicate the following:

Tenor Code
Specify a unique code to identify the tenor for which this rate code should be applicable.

Tenor Code Description
Enter a brief description for the tenor code.

You can add multiple tenor codes for the rate code by clicking the add row button. Similarly,
you can delete a tenor code by selecting the desired row and then clicking delete row button.

In order to process MT340, MT360 and MT361 you need to maintain the following rate codes:

e AONIA

e BBR-AUBBSW
e BBR-BBSW

e SWAPRATE

e BA-CDOR

e BA

e CORRA

e TBILL

e ISDAFIX

e CLICP

e CIBOR

e DKKOIS

e ANNSR

e ANNUALSR
e EONIA

e EURIBOR

e TEC10-CNO
e HIBOR

e HONIX
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ISDA

IDMA
IDREFIX

SBI

SOR
TELBORO1
TELBOR
BMK

CMT

INBMK
MIBOR
MIFOR
MIOIS
MITOR
RFRCBANKS
BBSF

LIBOR
MUTANCALL
TIBOR
TONA

TSR

CD3220
CD-KSDA
THE-BANXICO
NIBOR-NIBR
BBR
NZIONA
WIBOR
WIBOR
ANNUAL
STIBOR
SIBOR
SONAR

SOR
BRIBOR
SOR
THBFIX
CMS

COF11
FEDFUND
FEDFUND
ISDAFIX3
SANDPINDEX
SIFMA
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TREASURYRATE
TRSYRATE
TRSYRATE
BBR

BA

BA

TBILL
TBILL
LIBOR
EURIBOR
TAM

TMM
LIBOR
HIBOR
SOR

LIBOR

TSR

BBR
WIBOR
SIBOR
SOR
BRIBOR
SOR

CMS
COF11
ISDA
LIBOR
TIBOR
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4.4.2

Defining Rate Sources

You can maintain rate sources using the ‘Rate Source Definition’ screen. You can invoke this
screen by typing ‘CFDRTSRC’ in the field at the top right corner of the Application tool bar and
clicking the adjoining arrow button.

4 Rate Source Definition - X
ELNew 3 Enter Query

Rate Source *

Description

Fields

Input By Authorized By Modification
Date Time Date Time Number

M Authorized
W Open

Here you can capture the following details:

Rate Source

Specify a unique code to identify the rate source you wish to maintain. The code cannot
exceed 10 characters.

Description

Enter a brief description for the rate source.

In order to process MT340, MT 360 and MT361you need to maintain the following rate
sources:

e SWPMKR
e AUBBSW
e BLBG

e 10:00-SWPMKR

e 11:00-BLBG

e 11:00-SWPMKR

e 3M-SWPMKR

e COMP-BLBG

e 365-BLBG

e BLBG

e SWAPRATE-11:00
e SWAPRATE-4:00
e RFRCBANKS
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BLOOMBERG-10:00
BLOOMBERG-15:00
FRASETT

TONAR

17096

17097

BLBG
REUTERS-10:00
REUTERS-15:00
CD3220

BLBG

BID

RFRCBANKS
WIBO
COMPOUND
BLOOMBERG
OIS-COMPOUND
NBSKO7

ICAPSP
REUTERS
H.15-BLBG
H.15-01S-CPD
FIX3SR-3:00
SWAPRATE
SWAPRATE-3:00
BBA-BLOOMBERG
HIGHGRADE
MCPLSWAPINDEX
ICAPBKT
SWPMKR100
SWPMKR99

ISDC

ISDD

TELERATE

ISDD

TELERATE

ISDA

TELERATE

CDC
CDC-COMPOUND
ISDA

ISDC

TELERATE

ISDA
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e TELERATE-10:00
e TELERATE-15:00

e TELERATE
e RFRCBANKS
e WIBO

e TELERATE
e TELERATE
e BRBO

e TELERATE
e TELERATE
e TELERATE

e SWAP RATE

Defining Rate Type

You can maintain rate types using the ‘Rate Type Definition’ screen. You can invoke this
screen by typing ‘CFDRTTYP' in the field at the top right corner of the Application tool bar and
clicking the adjoining arrow button.

4 Rate Type Definition - X
E:‘p Mew E’a) Enter Query

Rate Type *
Rate Type Description

Fields

Input By Authorized By Modification
Date Time Date Time Number

B Authorized
. Open

Here you can capture the following details:

Rate Type

Specify a unique code to identify the rate type you wish to maintain. The code cannot exceed
10 characters.

Description
Enter a brief description for the rate type.
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4.5

Defining Floating Rates

You can maintain floating rates using the ‘Floating Rate Maintenance’ screen. You can invoke
this screen by typing ‘CFDFLRAT in the field at the top right corner of the Application tool bar

and clicking the adjoining arrow button.

% Floating Rate Maintenance

EyLNew 3 EnterQuery
Rate Cover| o] TenorCoder| og]
Rate Code Description Tenor Code Description
Rate Source |:IE| Currency Code *l:lEl
Rate Source Description Currency Code Description
Efective Date*| |E]
Rate Details
X [#][=]=]
0o Rate Type * Rate Type Description Interest Rate =
] I
4 »
Fields =

Modification
Number

Input By
Date Time

Authorized By
Date Time

M Authorized
W open

Here you can capture the following details:

Rate Code
Select the Appropriate Rate Code from the List of Values Available.

Rate Source
Select the Appropriate Rate Source from the List of Values Available.

Tenor Code

Select the Tenor Code created as part of Rate Code Maintenance from the List of Values
Available.

Currency Code

Select the Currency Code from the List of Values Available for which the Interest Rates are
to be maintained.

Rate Details

Update the Interest Rate by adding the required rate types maintained and providing the
Interest rates pertaining to the particular rate type selected.

Market Details

This section contains the following topics

e Section 4.5.1, "Maintaining Market Details"
e Section 4.5.2, "Specifying ‘Main’ details"
e Section 4.5.3, "EIM for Treasury Bills and Security Bonds"
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45.2

e Section 4.5.4, "Specifying Interest Details"

Maintaining Market Details

It is necessary to maintain certain standard details, relating to the markets where securities
are traded. The information relates to issues such as the interest calculation method, the
relevant spot and ex-dates and the default safe keeping location.

Only the Head Office of your bank can define and maintain market place related details. The
other branches of your bank can refer to these details, every time a security is processed.

The advantage of defining market place details is that at the time of defining a security, you
only need to specify the code assigned to the market. All the details maintained for the
particular market will be automatically picked up.

You can invoke the ‘Market Definition’ screen by typing ‘SEDXMTCD’ in the field at the top
right corner of the Application tool bar and clicking on the adjoining arrow button.

4 Market Definition - X
[ New [ Enter Query

Market Code * Market Description *

Warket Type (v

Over The Counter Option
System Narrative

Market Identifier Code

Categary W

BN Interest SpotDate Ex Date

Country Code Country Description
Local Currency
Market Price Code Safe keeping Location d
Holiday Type * (v Price Code Description
Coupon Basis * v
" o Holiday Currency
Wastani ot .4 Dividend Basis *l—v
Right Basis * ¥
¥TM For T Bills Yield Calculation Parameters - Bonds
Use Bond Formula | Premium/Dis count far
Reinvestment Period Current Interest Period
Days Reinvestment Period
Annualizing Method v NI E;:F:‘
nnualizing Metho I—v
Day Count Method LV
Numerator Day Count Method | L]
Day Count Method v Numerator
Denominator Day Count Method v
Denominator
Tax | Fields A

Maker Date Time: Mod No
Checker Record Status

Date Time: Authorization Status

If you are maintaining details of a new market place choose New from the Actions Menu or
click on new icon from the tool bar. The Market Definition detailed screen will be displayed.

If you are calling a market place maintenance record that has already been defined, choose
the Summary option under Market Codes. From the Summary screen double click a record of
your choice to open it.

Specifying ‘Main’ details

Prior to maintaining, the interest calculation method and the relevant spot and ex dates etc.,
certain basic details about the market place need to be maintained.

Country Code
You need to specify the country to which the market belongs.

4-19 ORACLE



4521

Local Currency
You need to specify the local currency of the country in which the market is situated.

Safe Keeping Location Id
The Safe Keeping location to and from which the securities will be delivered.

Price Code

You need to specify the price code from which the security price is to be picked up for this
market.

All the details maintained here are picked up and defaulted to the Securities Definition screen.
You are allowed to change the information, at the time of defining securities.

Specifying Yield Calculation Parameters

Apart from the other ‘main’ details you can specify the Yield Calculation Parameters for Bonds
and T-bills for each market definition record that you maintain.

YTM method for T-Bills
The basis for YTM calculation for T-Bills can either be:
e Simple interest

e Effective (Compound) interest

Use Bond Formula

If you enable the Use Bond Formula option, YTM is calculated using the effective interest
formula (typically used for bonds).

For Bonds and for T-Bills with the effective interest method of YTM calculation you need to
specify the following details:

Reinvestment Period

The effective interest formula assumes that payments are reinvested at the same rate as the
yield of the T-Bill/Bond (coupon schedules) till the maturity of the security. You have to specify
this period in terms of days.

Annualizing Method

For Bonds and for T-Bills, with effective interest you need to specify the annualizing method.
This is the method by which the System computes the periodic YTM.

The options available are:
e Simple
e Compound

If the Annualizing method is Compound, the Annual YTM is computed as follows:

Yo = [(1+y0)§ —1}
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If the Annualizing method is Simple, the annual YTM is computed as follows:

_ A
YO o _}’0 E

Where
e Ypisthe Periodic YTM

e Yjisthe Annual Deal YTM

e Aisthe Day Count Method — Denominator (this is picked up from your maintenance in
the Security Definition screen).

e P isthe Period of Reinvestment. If Null, defaulted to A/n

Apart from these details you need to specify the Day Count Denominator and Numerator
methods for all Bonds and T-Bills.

EIM for Treasury Bills and Security Bonds

Oracle FLEXCUBE also supports yield computation using nhominal based cash flows. This is
applicable for bonds and treasury bills for both WAC and non-WAC based portfolio cash
flows.

Processing for Bonds

If the parameter ‘'COMMON_YLD_ACCR’ is set to 'Y’, the initial cash flow for yield
computation will be based on the net considerations of the deal. Yield will be calculated based
on the actual cash flows instead of the face value.

The formula used for computation of YTM for Bonds is the same.

p=> I PR — Al

i=1 = A
A+ %y,)

P

F =)
A+%y,) *

Where,

A
P

Y =|0+y,)" -1

(‘Annualizing Method’ is COMPOUND in this case)

Notation:
Value Description
Po Purchase price of the Bond
N Total number of coupons
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Value Description

Po Purchase price of the Bond

Ci Coupon payment for coupon i

Yo Periodic YTM

Yo Annualized Deal YTM

A Day Count Method — Denominator
n Number of coupons in a year

P Period of Reinvestment (Defaulted to A/n if null)
R.P. Redemption Price

A Accrued Interest

Ad; Coupon date — Value date

Ad, Redemption date — Value date

4.5.3.2 Processing for Treasury Bills

The YTM is computed using O/S Deal Nominal if COMMON_YLD_ACCR’is setto ‘Y’. During
Revaluation of T-Bills and Accrual of Discount for T-Bills, the O/S Deal Nominal is also used

to compute the Net Present Value (NPV).

The formula used for computation of YTM for T-Bills is the same.

RP.
(Ad )
| A+%y,) ©

_ A
o= (3]

(‘Annualizing Method’ is SIMPLE in this case)

Notation:
Value Description
Po Purchase price of the T-Bill
R.P. Redemption Price
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Value Description

Yo Periodic YTM

Ad Redemption Date — Value Date

P Period of Reinvestment

Yo Deal YTM

A Day Count Method — Denominator
Note

If the parameter ‘' COMMON_YLD_ACCR’ is set to 'Y’, discount accrual is calculated at
nominal value and no scale up would be done during the discount accrual process. This is
applicable to both, T Bills and Bonds.

Day Count Method Numerator

Indicate the day count numerator, which is to be used to arrive at the number of days for yield
calculation. The options available are:

e 30 Euro
e 30US
e Actual

Day Count Method Denominator

Select the day count method to be used for calculating yield from the adjoining drop-down list.
This list displays the following values:

e 360
e 365
e 364

Yield Calculation Parameters for T-Bills

In case of T-Bills, you have to select the numerator and denominator methods, which will be
used to arrive at the day, count method for calculating yield for T-Bills.

The options available for calculating the Numerator are:

e 30 Euro
e 30US
e Actual

The options available for calculating the Denominator are:

e 360
e 365
e 364

You can select the appropriate.
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Note

For each Security, the Yield Calculation Parameters are defaulted from the market of issue
depending on whether it is a Bond or a T-Bill. You will be allowed to modify these details.

Consider the following example for 364 Days Interest Method:

For a given bond security (SEC364M2) schedules are generated as shown below:

Security Instrument : SEC364M2
Quantity : 100

Security Face Value : 100
Interest Rate : 2%

Denom Method : Actual/364
Deal Value Date : 2-Sep-2008
Deal Maturity : 23-Nov-2008

Coupon Schedule : Weekly

No Coupon Due Date Days Interest Amount
1 9-Sep-2008 7 3.89
2 16-Sep-2008 7 3.89
3 23-Sep-2008 7 3.89
4 30-Sep-2008 7 3.89
5 7-Oct-2008 7 3.89
6 14-Oct-2008 7 3.89
7 21-Oct-2008 7 3.89
8 28-0ct-2008 7 3.89
9 4-Nov-2008 7 3.89
10 11-Nov-2008 7 3.89
11 18-Nov-2008 7 3.89
12 23-Nov-2008 5 2.74

Consider the following example for Yield (T-Bills/Bonds)

Security Instrument: SEC364M2
Deal Input Price: 100

Redemption Price: 120
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Denom Method: 364

DSTL Date: 2-Sep-2008

Deal Maturity: 23-Nov-2008
Formula used for Yield Calculation:
Discounted:

Yield = ((Redemption Value — Input Price) /( Redemption Value)) * (Denom Method/ No of
days);

True discount (Return):

Yield = ((Redemption Value — Input Price) /( Input Price)) * (Denom Method/ No of days);
Days between DSTL and Maturity Date = 81

For Discounted:

Yield = ((120-100)/120)*(364/81) = 0.748971193415638

True discount (Return):

Yield = ((120-100)/100)*(364/81) = 0.898765432098765

Premium/Discount for Current Interest Period

Check this option to specify that the premium or discount should be accrued only for the
current period. This option will be applicable only if the security is a Floating Rate Bond. If you
check this option, all the securities whose market code is identical to the one specified in the
Market Definition screen will inherit this feature, provided the interest rate type of the specified
security product is ‘Floating’.

45.4  Specifying Interest Details

The interest details that you define here will be picked up and defaulted, in the interest section
of the Securities Definition screen. However, while defining security details you have the
option of changing these details.
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Click on the Interest tab to maintain interest related details.

4 Market Definition - X
[EL New 3 Enter Query
Market Code * Market Description *
Market Type ~
Over The Counter Option Warket Identifier Code
System Narrative
Category V]
wiain| [ETSE 'spot Date |ExDate
Allow Asynchronous Periodic Coupan Periodic Revision
Revision
Coupon Details Revision
Freguency v Frequency v
Week Day 2 Week Day ~
Adhere To Month End Adhere To Month End
Rounding Basis ~ Rate Denomination Basis w
Day Count
Accrual Liquidation
Numerator Method v Numerator Method ~
Denominator Methad b Denominator Method W
Denominator Basis ~ Denominator Basis v
Include To Date | Include To Date
366 Basis b 366 Basis W
Swift Indicator Zero Interest During Ex
Period
Tax | Fields 2

Maker Date Time: Mod No
Checker Record Status

Date Time: Authorization Status

The details maintained here are specific to the interest calculation methods, applied during
accruals and liquidation.

It is not necessary to specify, the same day count method for calculating interest on accruals
as well as on liquidation. The system allows you to specify two different day count methods
for calculating interest, one for accruals and the other for liquidation.

The following combinations are allowed for calculating interest:

The Actual number of days in the period/ The Actual number of days in
Actual / that year.
Actual Click on Actuals in Numerator Method field, click on Actuals in ‘Denomina-
tor Method’ field.
The number of actual calendar days for which calculation is done / 365
Actual / days in a year.
365 Click on Actuals in Numerator Method field; click on 365 days in Denomi-
nator Method field.
This is similar to the Actual/365 method except that leap days are always
Actual / ignored, in the numerator day count calculation.
365 - . . ) . .
Japanese Click on Actual Japanese in Numerator Method field; click on 365 in
Denominator Method field.
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Sum of (A) and (B) where:

A = Interest accrual days falling within the leap year / 366

B = Interest accrual Days not falling within the leap year/ 365
Actual /
365 — ISDA The denominator is the actual number of days in a year.

Click on 365 ISDA in Numerator Method field; click on Actual in Denomina-
tor Method field.

The actual number of calendar days for which calculation is done / 360

Actual / days.
360 Click on Actual in Numerator Method field; click on 360 in ‘Denominator
Method'’ field.

Denominator Method

Select the denominator method from the adjoining drop-down list. This list displays the
following values:

e 360
e 365
e 364

Computing Coupon Interest

This section contains the following topics
e Section 4.6.1, "Interest Method for Computing Coupon Interest"
e Section 4.6.2, "Exempting Interest for the Ex Period"
e Section 4.6.3, "Specifying Spot Date"
e Section 4.6.4, "Specifying Ex date"

Interest Method for Computing Coupon Interest

Apart from the above-mentioned method for calculating the interest, you can also use the
ACT/ACT-ISMA Interest Method and ACT/ACT—FRF Interest Method.

ACT/ACT-ISMA Interest Method

The ACT/ACT-FRF Interest Method is applied for periodic coupons using the following
coupon:

Coupon Interest = Nominal x (Coupon Rate/Number of Coupons) x (Number of elapsed Days/
Number of days in coupon period)

For ACT/ACT-ISMA, you need to maintain the following parameters:

e Numerator Method — Any of the option in the list
e Denominator Method — Actual

e Denominator Basis — Per Annum

e Rate Denomination Basis — Per Coupon Period

Let us understand the above with the following example:

Consider the following facts:
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A security purchased for 10 million at a rate of 5% p.a with the coupon date of 151 Jan.

In case the frequency of the coupon is Yearly:
The ACT/ACT-ISMA method for a non leap year is

Amount x 5/100 x 365/365 x 1
And for a leap year the ACT/ACT-ISMA method is

Amount x 5/100 x 366/366 x 1

In case the frequency of the coupon is Half yearly:
Then, for coupon on 15/01 the formula used in ACT/ACT-ISMA method is

Amount x 5/100 x 184/184 x 2

And for coupon on 15/07, the formula used in this method is
For a non leap year:

Amount x 5/100 x 181/181 x 2

For a leap year the formula is:

Amount x 5/100 x 182/182 x 2

In case the frequency of the coupon is Quarterly:
Then, for coupon on 15/01 the formula used in ACT/ACT-ISMA method is

Amount x 5/100 x 92/92 x 4

For coupon on 15/07, the formula used in this method is
For a non leap year:

Amount x 5/100 x 90/90 x 4

For a leap year the formula is:

Amount x 5/100 x 91/91 x 4

For coupon on 15/10, the formula used in this method is

Amount x 5/100 x 92/92 x 4

366 Basis

You need to specify the whether the system should use leap year or leap date for calculating
the interest.

e Leap Year (Y) — Indicates that the system will compute the interest based on the
number of calendar days in the year.

e Leap Date (D) — Indicates that the system will use the ACT/ACT-FRF Interest Method
to compute the interest.
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Note

This field is enabled only if the Denominator Basis value is Per Annum and the Denomi-
nator Method is ACTUAL.

ACT/ACT-FRF Interest Method

In ACT/ACT—FRF Interest Method, the Numerator will be the actual number of days between
two coupon dates and the denominator will be 366 under the following cases:

e If 29th February falls between the duration of two coupon dates (i.e. previous coupon
date and next coupon date)

e If the previous coupon date and the next coupon date fall in different years (annual
frequency, next coupon dates in immediate subsequent year of previous coupon date)

e If the coupon schedule is not periodic and spreads across multiple years. The system
will apply 366 as the denominator for all the years for computing the day count even if
one instance of 29t February falls in between the coupon dates.

Let us understand the formula applied for calculating the interest in ACT/ACT—-FRF method
with an example:

Consider the following facts:

A security purchased for 10 million at a rate of 5% p.a with the coupon date of 15t January.

Case 1:
Assume the following parameters are maintained for a yearly coupon:
e Nominal - 10,000,000
e Interest Rate — 5% per Annum
e Coupon Frequency — Annual
e Previous Coupon Date — 15/01/1999
e Next Coupon Date — 15/01/2000
e Numerator Method — ACTUAL
e Denominator Method — ACTUAL
e Denominator Basis — Per Annum

In case 366 basis is Leap Year:

The interest is calculated based on the day count derived for each of the two years in which
the coupon date fall and the formula applied is:

10,000,000 x 5/100 x 350/365 + 10,000,000 x 5/100 x 15/366

In case 366 basis is Leap Date:

Here the system will apply ACT/ACT—FRF interest method to compute the coupon interest.
Since this period does not include 29t February, the denominator for interest calculation will
be 365 and the formula will be:

10,000,000 x 5/100 x 365/365
Case 2:
Assume the following parameters are maintained for a half yearly coupon:

e Nominal - 10,000,000
e Interest Rate — 5% per Annum
e Coupon Frequency — Half yearly
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e Previous Coupon Date — 15/01/2000 (PCD 15/07/1999)
e Next Coupon Date — 15/07/2000 (PCD 15/01/2000)

e Numerator Method — ACTUAL

e Denominator Method — ACTUAL

e Denominator Basis — Per Annum

In case 366 basis is Leap Year:

The interest is calculated based on the day count derived for each of the two years in which
the coupon dates fall (if the previous and the next coupon dates fall in different years). If both
coupon dates fall in the same year, the denominator will be 365 or 366 respectively depending
on whether the current year is a leap year or a non leap year.

For coupon on 15/01/2000, the formula used is
10,000,000 x 5/100 x 169/ 365 + 10,000,000 x 5/100 x 15/366
And for coupon on 15/07/2000, the formula used in this method is

10,000,000 x 5/100 x 182/366

In case 366 basis is Leap Date:
For coupon on 15/01/2000, the formula used in ACT/ACT- FRF method is

10,000,000 x 5/100 x 184/ 365

This period does not include 29t February.

And for coupon on 15/07/2000, the formula used in ACT/ACT- FRF method is
10,000,000 x 5/100 x 182/366

29" February falls in this period.

Case 2:
Assume the following parameters are maintained for a Quarterly coupon:

e Nominal - 10,000,000

e Interest Rate — 5% per Annum

e Coupon Frequency — Quarterly

e Coupon Date 1- 15/01/2000 (PCD 15/10/1999)
e Coupon Date 2— 15/04/2000 (PCD 15/01/2000)
e Coupon Date 3— 15/07/2000 (PCD 15/04/2000)
e Coupon Date 4— 15/10/2000 (PCD 15/07/2000)
e Numerator Method — ACTUAL

e Denominator Method — ACTUAL

e Denominator Basis — Per Annum

In case 366 basis is Leap Year:

The interest is calculated based on the day count derived for each of the two years in which
the coupon dates fall (if the previous and next coupon dates fall in different years). If both
coupon dates fall in the same year, the denominator will be 365 or 366 respectively depending
on whether the current year is a leap year or non leap year.

For coupon on 15/01/2000 the formula used in is
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4.6.2

10,000,000 x 5/100 x 77/ 365 + 10,000,000 x 5/100 x 15/366
For coupon on 15/04/2000, the formula applied is
10,000,000 x 5/100 x 91/366

For coupon on 15/07/2000, the formula applied is
10,000,000 x 5/100 x 91/366

For coupon on 15/10/2000, the formula applied is

10,000,000 x 5/100 x 92/366

In case 366 basis is Leap Date:
For coupon on 15/01/2000, the formula used in ACT/ACT— FRF method is

10,000,000 x 5/100 x 92/ 365

This period does not include 29t February.

For coupon on 15/04/2000, the formula used in this method is
10,000,000 x 5/100 x 91/365

29" February falls in this period.

For coupon on 15/07/2000, the formula used in this method is
10,000,000 x 5/100 x 91/365

This period does not include 29t February.

For coupon on 15/10/2000, the formula used in this method is
10,000,000 x 5/100 x 92/365

This period does not include 20t February.

Exempting Interest for the Ex Period

For Purchase Deals and Sell Deals booked in the Ex Period, you can specify whether you

want to calculate the interest for that period. If you check this box, the system will not apply
interest for such deals. In addition, the system accrues the holdings as of the ex date and will
not pass any interest related accounting entries related to the deals booked in the Ex period.

In case you do not opt for zero interest facility, the system accrues the actual holdings during
the accrual period including the buy/sell deals booked in the Ex period.

Consider the following example.
Let us consider a security with:
Coupon Start Date — 01 Aug
Next Coupon Date — 08 Aug

Record Date —05 Aug
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4.6.3

Coupon Interest — 3.65 % (Per Annum)
Interest Accrual Frequency — Daily

Now let us assume that on 06 Aug 5000 Units are sold -

Case 1: If you do not opt for Zero interest
Accounting entries are passed for event SSLP (Interest Only)

Dr IntComp_RCPY- 100 (IntComp_SOEX)

Dr Sec Bridge GL - 100 (IntComp_SOEX)

Case 2: If you opt for Zero interest
For interest, the system does not pass any accounting entries

Specifying Spot Date

In this section, you have to indicate the method by which Spot Date is calculated. Spot date
is calculated to keep a track of deal settlements. You can click on the respective tab to go to
this section of the screen.

4 Market Definition - X
[=3 Mew [A Enter Query

Market Code * Market Description *

Market Type I L

Over The Counter Option
System Narrative

Warket Identifier Code

Category l—v
Main Interest EeildnEICY Ex Date
SpotDate Methed [ v
Rolling Method
SpotDays CountBasis [~ Spot Days
Weekday of SpotDate [~ Holiday Treatment v

Fixed Method
101

[[] From Day * ToDay* Month Indicator ~ Future Months ~ SpotDay  Weekday of SpotDate  Holiday Treatment

O ~ |:;;: v N

Tax | Fields e

Maker Date Time Mod No
Checker Record Status

Date Time: Authorizafion Status

There are two methods for calculating the spot-date. It can be calculated as a certain number
of days from the trade date of the security. It can also be fixed for a market place for a specific
range of trade dates.

Rolling

If the spot date calculation method indicated is rolling, then you can specify the spot day count
basis.

Spot Day Count Basis
There are two options available for this field:

e Calendar days — spot days will be expressed as calendar days
e Working days - spot days will be expressed as working days
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4.6.4.1

Weekday of Spot Date

You can indicate your preference of weekday for the spot date if you have specified the
calculation method as rolling.

If the weekday of the spot date computed, is different from the preferred weekday then, the
spot date computed will be moved forward to the preferred weekday.

Holiday Treatment

Once you indicate a preferred weekday for the spot date, you are required to specify the
holiday treatment for the preferred weekday. If you choose to ignore this option, the spot date
will be retained on the holiday. If not, as specified by you, it will be moved forward to the next
working day or moved backward to the previous working day.

When the spot day method specified is Fixed, indicate the details relating to the range of trade
dates and the corresponding spot date for each slab. You also have to specify whether the
spot date lies in the current month or in a future month. You can select the relevant option
from the picklist available for the month indicator.

Specifying Ex date

The Ex date referred to here, is the same as the Record date. You need to specify the ex date
to keep a track of corporate events for securities that are using this market place as the default
market. Click on the Ex Date tab, to go to this section of the screen.

4@ Market Definition - X
[=3. New [ Enter Query
Market Code * Market Description #
Warket Type v
Over The Counter Option Market Identifier Code
System Narrative
Category [¥]
Main | Interest Spot Date
Ex Date Method v
Rolling Method
Ex Days Count Basis W Weekday of Ex Date L
Ex Days Holiday Treatment L3
Fixed Method
106 %
] From Day * ToDay * Month Indicator Previous Months Ex Date Weekday of ExDate  Holiday Treatmen *
il v v v
4 | [ | 3
Tax | Fields =

Maker Date Time: Mod No
Checker Record Status

Date Time: Authorization Status

There are different methods for calculating the ex date. It can be calculated as a certain
number of ex days, prior to the next coupon date of the security or it can be fixed for a market
place for a specific period.

Rolling Method

Expiry Date Method

If the expiry date calculation method indicated, is rolling then you can specify the expiry date
count basis.
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4.6.4.2

4.7

4.7.1

4.7.2

4.7.3

Expiry Days Count Basis
You can express the expiry days as calendar days or as weekdays.

Weekday of Expiry Date

You can also specify your preference of the weekday for the ex date. The concept of weekday,
of the ex date and of the holiday treatment, is the same as that of Spot date.

Fixed Method

If the ex date specified is fixed then you need to maintain certain mandatory details such as
the From and To dates, the month indicator and the holiday treatment. The information that
you maintain here, is similar to the information entered for the spot date. This is so only if the
spot date method specified, is fixed. However in such a case, the ex date will be prior to the
event date.

Tax Details

This section contains the following topics

e Section 4.7.1, "Specifying Tax Details"
e Section 4.7.2, "Associating Scheme with Issuer Tax"
e Section 4.7.3, "Indicating Stop Association"

Specifying Tax Details

With every market place that you define you can associate a Tax scheme. When you specify
the market code, at the time of defining a security, the details of the tax scheme associated
with the market code are automatically associated with the security.

Note

At the market definition level you can only maintain the Issuer tax details. You can however
change these details at the security definition level.

To invoke this screen, click ‘Tax’ button in the Market Definition screen. The Tax Definition
screen will be displayed.

Associating Scheme with Issuer Tax

To associate a tax scheme with an issuer class, click ‘Default From Class’ button. The Default
from Class screen will be displayed. In it are available a list of tax classes specific to the
Securities module. Select the tax scheme to be associated with the issuer tax. All the
components linked to the particular scheme, will be associated with the market code you are
defining.

To change the tax scheme which has already been linked to a market code, in the Market
Definition screen, click on the unlock button in the toolbar.

Indicating Stop Association

The tax components linked to a tax scheme will be automatically applied to all deals involving
the security associated with the particular market code. However if you want to stop applying
one or more of these components to new contracts that are initiated, you can do so by
checking the Stop Association field.
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Stopping the application, of a tax component for a market code would be equivalent to
deleting the component for all deals involving the security. However you have the option of
using the definition made for the component, once again. To do so, uncheck this field. Deals
that are subsequently input, will pick up the components.

Note

Entry to certain fields in the Market Definition screen is mandatory. If you try to save the
record without inputs to all these fields, the record will not be saved. You will be prompted
to give all the mandatory inputs before attempting to save it again.
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5.1

5. Maintaining Price Details

Introduction

From time to time, you need to update the current market price of various securities
maintained in the system. Through the Market Price Definition screen, you can update the
market price of the securities that you maintain.

On selecting a market code for the security being defined, the price code details maintained
in this screen, will be picked up and defaulted to the Security Definition screen. You have the
option of changing these details at the security definition level.

Thus, at the time of entering a deal, all you need to do is select the code assigned to the
security. All other details such as the market to which it belongs, the interest quotation method
and the price quote, will be automatically picked up from the Security Definition screen.

You can invoke the ‘Securities Price Definition Maintenance’ screen by typing ‘SEDXMRAT’
in the field at the top right corner of the Application tool bar and clicking on the adjoining arrow
button.

Q Securities Price Definition Maintenance
[E% New 3 Enter Query

Security Id * Security Description
Branch Code * Branch Mame
Market Price Detail
101
[] Market Price Code = Value Date Price Quotation Interest Quotation Price * Local Curre *
O vl v

4 1 L3

Fields

Maker Date Time:

Checker
Date Time:

Mod No Record Status
Authorization Status

If you are maintaining details of the market price for a new security, click on new from the tool
bar. The Market Definition detailed screen will be displayed without any details. To modify or
update the existing prices as of different Value dates, click on the unlock button. Enter the
value date and the new price in the respective fields and save the record.

If you are calling a market price maintenance record that has already been defined, choose
the Summary option under Market Price. From the Summary screen, double click on a record
to open it.

Price Code

The price code indicates the price of a market place. Each price code you define is unique. If
the security is quoted in different markets, its value would be different in each market. You
can capture these prices using different price codes.
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5.1.1

The price code assigned to each security, is used to identify the particular market price of the
security for the purpose of revaluation. All the price codes defined in this screen are picked
up and displayed in the picklist available for Revaluation Price Code field, of the Security
Definition screen. You can specify the revaluation price code for each security while defining
it.

For example, the following security has been quoted in four different markets at varying
prices:

Security ID Market Place Price Price Codes
Reliance NSE - Delhi 3000 Rs. SERLO1
Reliance BSE - Bombay 3020 Rs. SERLO02
Reliance OTC- Bombay 3010 Rs. SERLO3
Reliance CSE - Calcutta 3025 Rs. SERLO4

If you are defining the revaluation price for the security, you can choose any one of the price
codes as the revaluation code. Let’'s assume you choose SERLO3. This code will be picked
up exclusively for the purpose of revaluation.

Each security code is associated with a market code. At the time of entering a deal, specify
the security code and the price code linked to the market will be picked up and defaulted.

Price Quotation Method

You can specify the price quotation method to be used, for the security for which you are
defining the price. The details that you maintain here are specific to the price quotation
method used for the particular security.

You can choose any of the following methods for calculating the price:

Here the market value of the security is quoted as the actual price of

Absolute price the security.

Here the security price is quoted as, % Price = (Market price / Face

orDri
/Price value) x 100

For example, the Face value of security A is USD1000. The market value of the same security
is USD900. If the price quotation method specified is Absolute Price then the price of the
security will be quoted as USD900.

For the same security, if you choose to apply the % Price method, then the price of the
security will be:

900 / 1000) x 100 =90%
You will quote the %price of the security as 90.

Premium/Discount is the differential between the face value of the bond and the price at which
it is sold.

If you were to specify the Discount/Premium method then the security would be quoted at a

discount of USD100 (USD1000 — USD900 = USD100). If the market price of the security were
to be USD1100 then the security would be quoting at a premium of USD100.
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In the %Discount/% Premium method the percentage of the discounted price is quoted. In the
case of the above example it would be a 10% discount or a 10% premium.

The YTM price is quoted on the basis of its yield to maturity. This price quotation method is
applicable only for Zero coupon bonds.

The yield on discounted instruments is measured by the yield to maturity (YTM) which is the
return on a security bought at current market price for the remaining time to maturity of the
security. The YTM would keep changing with the market price, in case the market price
increases above the straight discounted price YTM would decrease and vice versa.

In the Yield to Maturity quotation method the price is calculated as follows:

(Face Value - Purchase price) * Days in a Year

YTM =
Price * Days to maturity

Interest Quotation Method

For interest bearing instruments, the price at which the instrument is quoted can include the
accrued interest or can be calculated separately. Indicate the interest quotation method for
the security price code you are defining.

The interest quotation method could be either:

e Flator
e Plus accrued

In the former method the price is quoted inclusive of the interest. This is also called the Dirty
price. In the latter method the accrued interest is quoted separately; i.e., the price quoted is
exclusive of the interest component. This is also referred to as the clean price.

Price

This is the price at which the security is to be traded. The price of the security keeps on
fluctuating depending on the market rates. Hence, the updating of the price of the security at
regular intervals is necessary.

To define a new price for an existing security, click add button and enter the new price. This
price will be associated with the particular security when it is traded. To delete an existing
price, highlight the old price and click on the delete button.

Each time you change the price details of an existing security, the old details will automatically
get stored into a history file maintained internally.
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6.1

6. Maintaining Market Price Codes

Introduction

The Securities Market Price Codes screen, allows you to maintain codes for the price at which
the security is trading in the market. Since a particular security can be traded in different
markets, you can also maintain multiple price codes for the same security.

The price codes that you define in this screen are available in the Price Code picklist of the
Price Definition maintenance screen. These details can be amended at the time of defining a
security.

You can invoke the ‘Securities Market Price Codes Maintenance’ by typing ‘SEDXMPCD’ in
the field at the top right corner of the Application tool bar and clicking the adjoining arrow
button.

4 LBL_SEDXMPCD =
[Ey New [E3 Enter Query

Market Price Code *
Price Code Description #

Fields

Maker Date Time:

Checker
Date Time:

Mod Mo

Authorization Status

If you are maintaining details of a new market price code click on new from the tool bar. The
Market Definition detailed screen will be displayed without any details.

If you are calling a market price code maintenance record that has already been defined,

choose the Summary option under Market Price Code. From the Summary screen, double
click on a record to open it.
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7.1

7. Maintaining Safe Keeping Locations

Introduction

As a part of the maintenance function, you can define the various Safe Keeping (SK)
Locations where securities can be lodged or withdrawn, as and when they are traded with.
For every safe keeping location that you define, you have to maintain SK accounts. Therefore
to record the movements of a security held at a particular location, simply debit or credit the
SK account, depending on whether the security is being lodged, withdrawn, bought or sold.

Safe keeping locations can either be internal or external. An internal location is one where the
bank acts as the custodian. While maintaining details of safe keeping locations you are
required to indicate whether the SK location is your bank or an external location.

Basic details, of every customer of your bank is maintained in the Customer Information
Maintenance screen. Here you assign a unique CIF number to each customer, so that the limit
lines can be set for each customer. While defining external SK locations, indicate the CIF
code assigned to the particular customer. This aids in tracking limits for every SK location.

The safe keeping locations you have maintained and authorised in this screen are in turn
linked to different portfolios, through the Portfolio Definition screen. The picklist containing the
location ID’s of the various SK locations, in the Deal On-Line screen, will reflect only those SK
location ID’s associated with the particular portfolio.

Therefore, at the time of entering a deal if you specify the SK location ID that has been linked
to a particular portfolio, the SK account(s) linked to the SK location is reflected in the picklist.
You can specify these SK account in the To and From fields respectively.

You can invoke the ‘Safe Keeping Location Maintenance’ screen by typing ‘SEDXSKLC’ in
the field at the top right corner of the Application tool bar and clicking on the adjoining arrow
button.

4 Securities Safe Keeping Location Maintenance
Ey New 9 Enter Query

Safe Keeping Location |d * Safe Keeping Location Type
Safe Keeping Location * Internal or External *I nternal W
Description
Customer ID External Type I LV

Customer Mame
Exposure Line
Banker's Acceptance lssue

Safe Keeping Location Account Corporation Action Collection Manual
1071 ®) Auto
[] Safe Keeping Location Account n Message to Incident
Command System
O
Fields —

Maker Date Time:

Checker
Date Time:

Mod Mo Record Status
Authorization Status
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7.2

If you are maintaining details of a new safe keeping location, click on new icon from the tool
bar. The Safe Keeping Location detailed screen, will be displayed without any details.

If you are calling a safe keeping location maintenance record that has already been defined
choose, the Summary option under SK Location Maintenance. From the Summary screen,
double click on a record to open it.

Safe Keeping location Identification

Every safe keeping location that you define needs to be assigned a unique identification code.
This ID is in turn linked to a single or to multiple accounts depending on the number of
accounts you want to link, to a specific safe keeping location.

Description

In addition to the SK Location ID, you can also specify a title or a short description of the SK
location you are defining. This will enable you to identify the SK location quickly.

The short description that you specify is for information purposes only and will not be printed
on any customer correspondence.

Customer Identification

You might be holding securities on behalf of your customer therefore it becomes necessary
to maintain a customer profile with respect to the securities held. This information can be
maintained in the Customer Information Maintenance (CIF) screen, which is part of the Core
Entities module of Oracle FLEXCUBE.

The Customer Ids available in the picklist are defaulted from the CIF maintenance screen. By
linking a Credit Line to a Liability Number, you actually assign a limit, to the customer linked
to the line. Every credit-seeking customer is linked to a liability number and the credit facilities
granted to him are tracked against this liability number.

Note

In the Customer Information Maintenance screen, you need to link customers to specific
SK Locations. For this purpose you can create a customer category called Safe Keeping
Locations. This can be created through the Customer Category detail screen. All the SK
Locations that you have maintained can come under this category.

After defining the category, you only need to associate the liability number of the customer
with the customer category. The customers thus defined can be linked to a credit line through
the Limits maintenance screen.

For further details on the Customer Information Maintenance screen please refer to the
Oracle FLEXCUBE user manual Core Entities.
This chapter contains the following sections:

e Section 7.2, "Exposure Line"
e Section 7.3, "KEST"
e Section 7.4, "Specifying Generation of New SWIFT Messages"

Exposure Line

This section contains the following topics

e Section 7.2.1, "Track Exposure Line"
e Section 7.2.2, "Specifying SK Location Account"
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7.2.1

1.2.2

7.2.3

7.3

7.3.1

e Section 7.2.3, "Making Query"

Track Exposure Line

To track the maximum limit up to which securities can be held in each SK location you can
specify the exposure line for SK location.

After defining the customer ID in the CIF maintenance screen, click on the Limits button and
maintain an overall limit for each SK location. You can also specify the limit beyond which you
would not like to expose yourself or your customer, to a particular SK location. By defining a
limit for each SK location, you can limit your exposure to the particular SK location.

Banker’s Acceptance

You can indicate whether or not the SK location can be used for a Banker’'s Acceptance
portfolio. The settlement account maintained for this SK customer should be a GL

Refer to the Deal Online chapter of this User Manual for details on processing Banker's
Acceptances.

Specifying SK Location Account

For every SK location that you maintain you can define multiple accounts. Apart from defining
individual accounts for each security, you can also define separate accounts for customer and
bank portfolios, for the same security.

You can add to or delete from, the list of SK location accounts maintained. To add a new
account, click add row button and enter the new SK Account Number. This number will be
associated with the particular safe keeping location, to track all future transactions involving
the security. To delete an existing SK account, highlight the SK account number and click on
the delete row button.

Making Query

Click on the ‘Search’ button in the Summary View screen to display the Query screen.
KEST

This section contains the following topics
e Section 7.3.1, "Computation of KEST"
e Section 7.3.2, "Defining KESTYTPE as a User Defined Field"
e Section 7.3.3, "Calculation of KEST for ‘Customer Sell’ Type of Transactions"
e Section 7.3.4, "Calculation of KEST for Customer Buy Type of Transactions "
e Section 7.3.5, "Specifying KEST Type for a Customer”

e Section 7.3.6, "Specifying KEST Rates in the Securities Price Definition Maintenance
Screen"”

Computation of KEST

KEST is a scheme of levying withholding tax on the income earned by the customers of your
bank. This type of withholding tax is applicable only on incomes earned from securities.

Some of the customers might directly pay the KEST amount to the Government. Under such
circumstances, your bank need not calculate the KEST amount.
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71.3.2

7.3.3

7.3.4

However, for customers who are not paying the KEST directly to the Government, you can
calculate the KEST amount. The KEST that has to be paid to the Government can be of two

types:
e KESTA
e KESTB

The difference between KEST A and KEST B is that the rate of KEST B is slightly higher than
KEST A.

The rate of KEST depends on the type of transaction:

e For normal security transactions, KEST will be a fixed percentage of the income earned
by the customer.

e For mutual fund transactions, the rate is announced on a daily basis. Further, the rates
for mutual fund will differ from one mutual fund to another. An external application called
‘Data Provider’ will provide the rates to Oracle FLEXCUBE through an interface.

Defining KESTYTPE as a User Defined Field

For every customer that you maintain in Oracle FLEXCUBE, you need to specify:

e whether the customer is paying the KEST directly to the Government
e whether the customer is exempted from paying the KEST

e the KEST type (either A or B). This is used to calculate the KEST amount if the customer
transacts in securities through your bank.

In Oracle FLEXCUBE, factory shipped UDF’s like KESTTYPE, KEST A and KEST B are
available to capture the KEST type of a customer and KEST rates for each type.

e The user defined field KESTTYPE is associated with the function Id STDCIF, which
represents the ‘Customer Information Maintenance’ screen.

e The user defined fields KEST A and KEST B are associated with the function Id
SEDXMRAT, which represents the ‘Security Price Definition Maintenance’ screen.

Calculation of KEST for ‘Customer Sell’ Type of Transactions

For a particular customer, if you have chosen the KEST type as KEST A or KEST B, the
system will pick up an appropriate rate and the customer’s settlement account will be debited
with the KEST amount incase of customer sell type of transactions.

e For normal securities, the rate will be a pre-maintained fixed percentage (This is
discussed in the subsequent sections of this document).

e In case of mutual funds, the rates are announced on a day—to-day basis. Therefore, the
percentage will be provided by an external application ‘Data Provider’ to Oracle
FLEXCUBE through an interface.

Calculation of KEST for Customer Buy Type of Transactions

If you have opted for KEST A or KEST B type of KEST for a customer, the system will obtain
an appropriate rate and credit the customer’s settlement account for customer buy type of
transactions.

e For normal securities, the rate will be a pre-maintained percentage.

e In case of mutual funds, the rates are announced on a day-to-day basis. Therefore, the
percentage will be provided by an external application ‘Data Provider’ to Oracle
FLEXCUBE through an interface.
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7.3.6

Specifying KEST Type for a Customer

This is specified in the ‘Field Name to Value Definition’ screen, invoked by clicking on ‘Fields’
button in the ‘Customer Information Maintenance’ screen.

4 User Defined Fields - X
UDF Details
1071
O Field Name Value M
O

Here, you need to specify whether:

e the customer is directly paying the KEST to the Government
e the customer has to be exempted from paying KEST
e the KEST typeis AorB

Specifying KEST Rates in the Securities Price Definition Maintenance
Screen

The current market price of various securities is maintained in the ‘Market Price Definition’
screen. Further, you can update the market price of the securities through this screen.

You need to specify the rates for KEST A and KEST B at the time of maintaining market
prices. Therefore, at the time of defining a customer, you need to specify the type of KEST
(whether A or B). During market price maintenance for a particular security, you indicate the
actual rate for KEST A and KEST B.
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Click on ‘Fields’ button in the ‘Securities Price Definition Maintenance’ screen to indicate the
rates for KEST A and KEST B. The ‘Field Name to Value Definition’ screen is displayed.

@ User Defined Fields X
Details
[T] Field Name Value Value Description *

The system will display the user defined fields KEST A and KEST B, if you have maintained
these UDF’s. Here, you need to indicate the actual rates for the two KEST types.

Consequently, at the time of processing a security deal for a customer, the system will pick
up the KEST rate from the market price maintenance based on the KEST type specified for
the customer for a particular security code.

Note

The system will display the override ‘KEST Rates are not entered’ if you try to save the
market price details without specifying the KEST rates.

Specifying Generation of New SWIFT Messages

If you need to generate new SWIFT messages MT 540, 541, 542 or 543 for any transactions
involving the transfer (receipt or delivery) of securities, for a counterparty, you must indicate
this when you are maintaining the counterparty BIC codes, in the BIC Code Details screen.

You can indicate this by checking the 1ISO15022 box on the screen.

If the messages MT 520, 521, 522 or 523 must be generated for any transactions involving

the transfer (receipt or delivery) of securities, for the counterparty, you can leave the
ISO15022 box unchecked to indicate the same.
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8. Building Branch & Currency Restriction Classes

8.1

8.1.1

This chapter contains the following sections:

e Section 8.1, "Restrictions as Classes"
e Section 8.2, "The Branch and Currency Restrictions Class Screen"
e Section 8.3, "Specifying the Customer Category Restrictions Class "

Restrictions as Classes

This section contains the following topics:

e Section 8.1.1, "Maintaining Restrictions as Classes"
e Section 8.1.2, "The Advantage of Defining Restrictions as Classes"

Maintaining Restrictions as Classes

From the head office of your bank, you can establish certain controls over your branch
operations. You can achieve these controls by specifying restrictions. In Oracle FLEXCUBE,
you can define restrictions of the following types:

e The branches that can offer a service and the currencies in which an allowed branch
can offer a service

e The customers who can avail a service

A set of restrictions grouped together is referred to in Oracle FLEXCUBE as a Restriction
Class. You can maintain several restriction classes of branch and currency and several
classes of customer restrictions.

To every product created, you can attach these restriction classes. If restricted, a product can
only be used by those branches and offered only in those currencies that you allow. Only
those customers that you allow, can avail a service.

For example, suppose that you offer a special portfolio management facility, christened Safe
Fast Buck.
Requirement:

e You would like to offer this facility only in select branches
e You would like to offer this facility only in the local currency the GBP
e You would like to offer this service only to individuals

Set up:

You can maintain the restrictions as follows:

e Maintain a restriction class of branches and currencies (in this case, only GBP) that you
would like to allow: Class_A

e Maintain a restriction class of customer categories that you would like to allow: Class_B
You can associate these classes (Class_A and Class_B) with the product, Safe Fast Buck.

Result:

e Only those branches that you have allowed can offer Safe Fast Buck
e Allowed branches can offer Safe Fast Buck only in GBP
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8.2

8.2.1

e Only Individuals can avail Safe Fast Buck

The Advantage of Defining Restrictions as Classes

By maintaining classes, you give yourself the flexibility of applying the same restriction
classes on several services that you offer. You do not have to define restrictions for each
service that you offer.

The Branch and Currency Restrictions Class Screen

You can maintain branch and currency restrictions in the Product Branch and Currency
Restrictions Class Maintenance screen, invoked from the Application Browser.

You can invoke the ‘Branch Currency Restrictions Class Maintenance’ screen by typing
‘CSDCBRCL’ in the field at the top right corner of the Application tool bar and clicking on the
adjoining arrow button.

4 Branch Curren cy Restrictions Class Maintenance - X
E‘ Save
Class Code *| | Module *| ES|
Class Descnptmn‘ Module Description
Branch Restrictions ) Allowed Currency Restrictions @) Allowed
@ Disallowed @ Disallowed
Branch Restrictions Currency Restrictions
FI=lE EI=lE
= 7 5 B
If Branch Code * Description Fl Eurrency Ct Description Mit b
] E5)| . o
] I B [T
4 [ b
Currency Balances
===
[T] Currency Code* ATM CashLimit Residue Amount Negative residue Amount Round Up/Down  Rounding Factor  Mumerator Method  Denominator Method
]| l=z] | 'l up | - Acal - Acual -
Fields

Input ByDOC1 Authorized By Modification M Authorized

Date Time Date Time Number M open

A Branch and Currency Restrictions Class, is identified by a unique Code and a Description.

The branch and currency restriction classes that you maintain have to be specific to a module
in Oracle FLEXCUBE. This is because a class maintained for one module would be
unsuitable for another. For instance, you may choose to allow loan facilities in some
branches, but disallow these branches from trading in securities.

Maintaining Branch Restrictions

A branch restriction class identifies a unique list of allowed or disallowed branches. At your
head office, you can associate a product that you propose to offer with any Branch and
Currency Restriction Class that you have maintained. The branch and currency restrictions
defined for the class will apply to the service.
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8.3

Note

Any product that your bank offers is available to all branches, by default, unless you spe-
cifically restrict its availability.

Choosing the List Type

You can specify branch restrictions either in the form of an allowed list, or in the form of a
disallowed list.

When you associate a restriction class, defined as an allowed list, with a product, those
branches that do not figure in the list cannot offer the service. If you have maintained a
disallowed list for a class, branches that do not figure in it can offer the service.

For example, suppose that you have a network of twenty branches. You would like to exclude
six branches from trading in securities. You would like all other branches to deal in securities.

Since there are more branches that can offer the facility than those that cannot, you can opt
to maintain a disallowed list, and include the six disallowed branches in it.

You indicate whether you are maintaining an allowed or a disallowed list type by choosing the
appropriate option.

Specifying a Branch to be Allowed/Disallowed
Under Branch Restriction, click add icon to display the list of available Branch Codes and Its

Descriptions through its option list. From this option list you can select the Branch Code to be
Allowed/Disallowed.

Maintaining Currency Restrictions

A currency restriction identifies a unique list of allowed or disallowed currencies. When
creating a product at your head office, you can associate it with any Branch and Currency
Restriction Class that you have maintained. The branch and currency restrictions defined for
the class will apply to the product.

Choosing the List Type
You can specify currency restrictions either in the form of an allowed or a disallowed list.

Branches can deal only in products that figure in the allowed list. Branches cannot deal in
products that figure in a disallowed list.

Specifying a Currency to be Allowed/Disallowed
Under Currency Restrictions, click add icon to display the list of available Currency Codes and
Its Descriptions through its option list. From this option list you can select the Currency Code

to be Allowed/Disallowed.

Click ‘Cancel’ to delete your specifications.

Specifying the Customer Cateqgory Restrictions Class

You can group your customers according to the common features that they share. For
example, customers can be grouped into:

e Banks
e Corporates
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e Financial Institutions (excluding banks)
e Individuals

Each group may be referred to as a customer category. A customer restriction class identifies
a unique list of customer categories that can avail a service. When building a service, at your
head office, you can associate it with any Customer Restriction Class that you have
maintained. The restrictions defined for the class will apply to the service.

The Customer Cateqgory Restrictions Class screen

You can maintain a list of either allowed or disallowed Customer Categories in the Customer
Category Restrictions Class screen. This screen can be invoked from the Application
Browser.

You can invoke the ‘Customer Restrictions Class Maintenance’ screen by typing
‘CSDCUCCL’ in the field at the top right corner of the Application tool bar and clicking on the
adjoining arrow button.

4 Customer Restrictions Class Maintenance

ELNew [ EnterQuery
Module*[  [Z]
Description
Class Code *
Description
Restriction Type @ Allowed
) Disallowed
Customer Categories
[+[=]=]
[l code* Description .
o =l
b
Customer Access Class
[+[=]=]
[Tl customeria* Category Customer MName Restriction Type * g
] I Allowes
4 ]
Figlds i

Input By Authorized By Modification
Date Time Date Time Number

M Authorized
W open

A Customer Category Restrictions Class is identified with a unique Code and a Description.
The customer restriction classes maintained have to be for a specific module, in Oracle
FLEXCUBE. A class maintained, for one module would be unsuitable for another. For
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instance, you may choose to offer trade finance facilities to certain customer categories but
disallow these categories from availing your portfolio maintenance services.

Restriction Type

You can specify customer restrictions in the form of either an allowed list or a disallowed list.

Customer categories that do not figure in an allowed list, cannot avail that service (associated
with the customer restrictions class). Customer categories that do not figure in a disallowed
list can avail the service.

Exempting Specific Customers belonging to a Category

You can exempt customers, belonging to a particular category, from the allowed or disallowed
list.

For example, suppose that you have maintained Financial Institutions as a customer category
and you do not want Financial Institutions to avail a service that you offer.

You can maintain a disallowed list, in the Customer Category Restrictions Class screen, and
include Financial Institutions in the list.

However, you would like Cavillieri and Barrett Inc., a financial institution, to avail this service.
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9.2

9. The Accounting Role to Head Mapping Class

Introduction

The general ledgers and sub-ledgers that your bank maintains are defined in the Chart of
Accounts. For instance, assume that you have maintained the following GLs, in the Chart of
Accounts:

Name of the GL GL Code in Oracle FLEXCUBE
Outright Asset GL OUTASSTGL

Outright Liability GL OUTLIABTY

Realised Trading Profit RETRPO0001

Realised Trading Loss RETRLO001

Unrealised Revaluation Profit | RELREVPO1

Unrealised Revaluation Loss RELREVLO1

To each GL, you can link more that one sub-ledger. For example, assume you have linked
the following SLs to the Outright Asset GL.:

Name of the SL SL Code in Oracle FLEXCUBE
Long Term Bonds OUTASSTO1
Medium Term Bonds OUTASSTO02
Short Term Bonds OUTASSTO03

In Oracle FLEXCUBE, GL/SLs are broadly referred to as Account Heads.

This chapter contains the following sections:

e Section 9.2, "General Ledger Types"
e Section 9.3, "The Accounting Roles and Heads Class"
e Section 9.4, "The Event Class”

General Ledger Types

The GL/SLs, maintained in the Chart of Accounts can be classified into different categories.
The following are examples of the broad categories into which GLs fall:

e Asset

e Liability

e Realized Profit

e Realized Loss

e Income

e Expense

e Contingent Asset
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9.3.2

e Contingent Liability
e Position GL
e Position Equivalent GL

These categories are referred to as ‘Accounting Roles’ in Oracle FLEXCUBE.

The Accounting Roles and Heads Class

Every product maintained would impact specific accounting heads (GLs). These heads are

unique to a product. For instance, if you have maintained a head Medium Term Bonds, only
deals involving medium term bonds would be reflected under the head. Similarly, you could
maintain a head for a specific portfolio. All accounting entries relating to the portfolio will be

passed to the head maintained for the portfolio.

You can identify all the heads specific to a product and indicate their roles, individually, when
you build a Class of Accounting Roles and Heads. A class in this case, identifies the body of
GLs unique to a product.

A class of accounting heads can be associated to a product that you have maintained. All
deals and portfolios involving the product will be reported under the heads that you specify.
This section contains the following topics:

e Section 9.3.1, "The advantage of Building Accounting Roles and Heads Classes"
e Section 9.3.2, "Maintaining an Accounting Roles and Heads Class"
e Section 9.3.3, "Mapping Roles to Heads"

The advantage of Building Accounting Roles and Heads Classes

While entering into a deal, one or more GLs would have to be debited and one or more GLs
would have to be credited. For example, when you sell securities into a customer portfolio,
you could do the following:

e Debit the Customer Account

e Credit the Bridge

e Credit the Tax Payable GL

e Credit the Income Charge
Every time you enter into a deal involving a product, you do not have to specify the account
heads (GLs) involved. The heads identified for the class to which you associate the product,
will automatically be picked up.

Maintaining an Accounting Roles and Heads Class

Classes of accounting roles and heads can be built, in the Accounting Role to Head Mapping
Class Maintenance screen. In this screen, you can:

e Specify a list of accounting roles
e Map these roles to the appropriate account heads (GLS)
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9.4

You can invoke the ‘Accounting Role to Head Mapping Class Maintenance’ screen by typing
‘CSDRHCLM' in the field at the top right corner of the Application tool bar and clicking on the
adjoining arrow button.

4 Role to Head Mapping Class Maintenance -
[} New 3 Enter Query

Class Code *

Description
Module *

Description

Role To Head Mapping
1071

= Map Type Accounting Role * Accounting Role Description  Role Type Account Head +  Accounting Head Description

Fields

Maker Date Time: Mod No Record Status
Checker Date Time: Authorization m
Status

Each class that you maintain can be identified by a unique Class Code and a brief description.
Ideally, this description facility would be used to specify the product for which you are building
the class. This would help you easily associate a product with the class built for it.

For example, suppose that you offer a portfolio maintenance facility to individuals.

An accounting role and head class can be built specifically for this service. When building the
class you can assign it a unique code, Port_In_01 and describe this Accounting Role and
Head class as: Class for Portfolio Maintenance of Individuals. You can indicate that this class

is specifically for the Securities module.

When defining the accounting roles and heads for the portfolio service in the Securities
module, Port_In_01 will be available to you. You can associate the service with Port_In_01.

Mapping Roles to Heads

You can choose a role by double clicking on it. Now, you have to associate the role with an
account head (a GL).

You can choose a particular head, by double clicking on it. Choosing add icon confirms the
association of a role with the corresponding head in the Accounting Head column. If you
would like to disassociate a role and a head, choose the delete icon.

In a similar fashion, you can associate all heads, which you would like to include in a class,
with a role.

The Event Class

A deal goes through different stages in its life cycle, such as:
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e Deal Booking

e Money Settlement of Securities Deal
e Settlement of Securities Deal

e Reversal of Securities Deal

e Cancellation of Securities Deal, etc.

Each stage is referred to as an Event, in Oracle FLEXCUBE.

The following are examples of the events for a portfolio that you maintain:
e Booking of Contingent Asset
e Accrual of Discount Earned
e Accrual of Interest Earned
e Forward Profit and Loss Accrual

At an event, you may want to generate advices or post accounting entries. For instance, when
you settle a deal (a Money Settlement Event), you would:

e Pass the requisite entries
e Print a payment advice

You can define the accounting entries and advices to be passed for a set of events, as an
Event Accounting Entries and Advices Class. An Events Class can be associated to a deal or
portfolio product that you have maintained. At an event, in the life cycle of a deal relating to a
product, or a portfolio, the appropriate entries will be passed. Advices will be generated as
defined, for the associated events class.

This section contains the following topics:

e Section 9.4.1, "Maintaining an Event Accounting Entries and Advices Class"
e Section 9.4.2, "Specifying the Advices to be Generated"

Maintaining an Event Accounting Entries and Advices Class

An Events Class is identified with a unique Code and a Description. When you define an
Events Class, you choose, first of all, the set of events that would belong to the class.

Events are, usually, unique to a module. For instance, events like Securities Purchase from
Long Position and Accrual of Securities Discount Earned are specific to Portfolios in the
Securities module. Therefore, to build an Events Class that you would associate with a
service offered in the Securities (Portfolio) module, choose the event from a list of events
specific to the Securities (Portfolio) module.

The events that you would like to include in an Events Class can be identified through the

Events Accounting Entries and Advices Class Maintenance screen. This screen is invoked
from the Application Browser.
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You can invoke the ‘Event Class Maintenance’ screen by typing ‘CSDACTCL' in the field at
the top right corner of the Application tool bar and clicking on the adjoining arrow button.

@ Events Class Maintenance - X
ﬂ Save
Class Code * .
Class Description ||Q|
Module * 22]
Module Description
Event Class
E-1E

[ [[] Event Code » Event Description

| E5]

m

4 b

1

Accounting Entries | Advice | Fields

Input ByDOC1 Authorized By Modification
Date Time Date Time Number

M Authorized
B open

For every event constituting the class being built, you have to specify the accounting entries
that should be passed (if any), and the advices that should be generated.

Defining Accounting Entries for the Event

You can indicate the accounting entries that should be passed at an event in the Accounting
Entries section of the Events Class screen.

The Accounting Entries section is invoked by clicking the ‘Accounting Entries’ button.

4 Accounting Entries -
[4]» [+]=]
Class Code
Class Description
Event Code
Event Description
Accounting Entries Definition
[+]=[E]
iD Accounting Role * Amount Tag * DriCr*  Transaction Code* MNetting Indicator® MIS Head
ol |22] 2| peot ~] 23] |No ~ —
Ul 1 | 3

As part of the Accounting Entry details of an event, you should specify the following details:

e The accounting role
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e The amount item

e If a debit or a credit

e The transaction code

e If the entries are to be netted
e The MIS Head

If accounting entries are to be passed for an event, you have to indicate the different
Accounting Roles. At an event in the life cycle of a deal, involving a product to which you
associate the class, the appropriate entries will be passed under the specified Accounting
Roles.

Specifying the Amount Tag

The amount (i.e. the principal, the brokerage, the charge amount, etc.) that is to be posted for
an event, is referred to as the Amount Item. The tag associated with an Amount Item is the
Amount Tag.

Invoke a list of the amount tags that are maintained in the Amount Tag field. You can choose
a tag by double clicking on it.
Indicating if a debit or credit

You have already specified the type of account to which an entry should be passed, and the
tag which identifies the amount (principal, brokerage, charge amount, etc.) that should be
passed.

In this field, you must indicate if the amount is to be debited from credited to the specified
account. Choose the Debit or Credit indicator.
Transaction Codes

Every accounting entry in Oracle FLEXCUBE involves a Transaction Code that describes the
nature of the entry. This code and its description are available whenever you retrieve contract
information in reports such as the Transaction Journal.

The transaction code must be indicated in this field. Click the adjoining option list icon, to
invoke a list of the transaction codes that are maintained. Double click on the Code that you
would like to enter in this field.

The Transaction Code for both legs of the transaction would be the same.

Netting

If two or more accounting entries for a particular event are to be passed to the same account
and on the same Value Date, these entries can be netted while posting to the account.

You can specify whether such entries should be netted in this field by choosing either the ‘Yes’
or the ‘No’ indicator.

Clicking the add icon confirms the association of an accounting role with the corresponding
Amount Tag, Transaction Code, MIS Head, and the Debit/Credit and Netting indicators. If you
would like to disassociate a role from the other details, click the delete icon.

Specifying the Advices to be Generated

After defining the accounting entries that should be passed at an Event, you can define the
advices that you would like to print for the event.
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Click ‘Advices', to define the advices that you would like to print at an event.

4 Advice - X
[4]» [+]=]
Class Code
Class Description
Event Code
Event Description
Event Advice Class
[+]=[E]
[ Advice Mame * Description Generation Time * Suppress * Priority * =
|E| @ | Authorize - No = High =

4 [}

Indicating the Advices to be Generated

You can define the advices that you would like to generate for an event, in the Advice Name
column.

Indicating when the Advice is to be Generated

You now need to indicate when, the advice that you have chosen needs to be generated. To
do this, you have to choose either the Input or the Authorize option from the Generation Time

Field.

You can also set the priority with which the advice should be generated. To suppress an
advice, choose the Yes option in the Suppress column.
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10.2

10. Defining Security Preference Classes

Introduction

Preferences are the options available for defining the attributes of a security. The following
are some of the preferences that you can indicate for a security:

e The Market of Issue
e The tenor
e Ifthere are ‘Call’ and ‘Put’ options associated with the security

e This section contains the following topicsThe ‘type’ of redemption (whether in quantity,
series, or bullet)

e If you can trade the security in fractional quantities

e The lot size in which the security can be traded (say multiples of 10)

e If the coupon frequency is periodic (and, if yes, the actual frequency)

e If you would like to automatically initiate Corporate Actions for the security

It is your preferences that give a security its distinctiveness.

You can maintain several sets or classes of security preferences. Thus, you can maintain a
class of preferences for short-term zero coupon bonds, another for medium-term zero-coupon
bonds, a third for long-term zero coupon bonds, and so on.

When defining a security product of a certain type, say short-term zero coupon bonds, you
only need to associate it with the appropriate preference class defined. The product will
acquire, by default, all the attributes defined for the class associated with it. You can change
these default attributes to suit specific security product.

This chapter contains the following sections:

e Section 10.2, "Security Product Preference Classes"
e Section 10.3, "Defining Deal Limits for a Preference Class"
e Section 10.4, "Defining Securities Conversion Rule"

Security Product Preference Classes

This section contains the following topics:
e Section 10.2.1, "Specifying Security Product Preference Classes"
e Section 10.2.2, "The Market of Issue"
e Section 10.2.3, "Defining Interest Details for a Bond"
e Section 10.2.4, "Capturing Information Specific to a Security Type"
e Section 10.2.5, "Indicating Banker’'s Acceptance"
e Section 10.2.6, "Capturing Trade-Related Information”
e Section 10.2.7, "Identifying the Holder"
e Section 10.2.8, "Specifying the Material of a Security"
e Section 10.2.9, "Indicating the Collateral Type"
e Section 10.2.10, "Opting for Automatic Initiation of Corporate Actions"
e Section 10.2.11, "Indicating the Price Code for Revaluation"
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e Section 10.2.12, "Tenor Details"
e Section 10.2.13, "Capturing SWIFT Related Information”

Specifying Security Product Preference Classes

Security preference classes are maintained in the Security Product Preference Class
Definition screen, which is invoked from the Application Browser.

You can invoke the ‘Security Product preference Class Definition’ screen by typing

‘SEDXSECL’ in the field at the top right corner of the Application tool bar and clicking on the

adjoining arrow button.

Q Securities Product Preference Class Definition
=3 Mew [ Enter Query

Class Code *
Module * 88

Securiti

Security Type * v
Iarket OfIssue *
Renouncable
Fractional Quantity Allowed

Minimum Tradabale
Quantity
Decimas

Registered/Bearer *l—v
Form Type *I—V
Collateral Type
Periodic Coupon

Coupon Details
Frequency ~
Revision

Frequency v

[ Auto Initiation Of Corporate
Action

Description *

Module description
ies Security Module

Equity Type ¥

Redeemable
Call Option
Put Option

Redemption Type Juantity W
Tenor Unit ~

Minimum Tenor
Maximum Tenor

Allow Asynchronous
Revision

Weekday v
Week Day v

Price Code
Price Description

Rate l—v
"1 Restricted
Covered
Convertible
Vating Rights
Bankers Acceptance
Quantity Quotation *l—v
Price Quotation l—v
Interest Quotation Method l—v

Periodic Revision

Adhere to Month End

Adhere To Month End

Limits | Fields

Maker
Checker

Date Time:

Date Time:

Mod M
Record St;
Authorization 5t

Class Code

You can identify a security preference class that you build with a unique ten-character Class

Code. You can follow your own convention for devising the code.

Description

You can briefly describe the Security Preference Class that you are defining. The description

that you specify is for information purposes only and will not be printed on any customer

correspondence.

The Market of Issue

For a Securities Preference class, you can identify a Market of Issue. Only a market

maintained in the Markets Maintenance screen can be specified. Your specification here will
default to the security products associated with the class. However, when defining a product,
while retaining the other preferences that default from the associated class, you can change
the default market.

All securities maintained under a product, by default, will also be associated with the market
specified for the product. However, when maintaining securities under a product, in the
Securities Definition screen, you can identify different markets.

Security Type

The first preference defined for a class is the Security Type. Securities can be broadly
classified into the following types:

10-2 ORACLE



10.2.3

e Bonds
e Zero Coupon Bonds

e Equities
e Rights
e Warrants

By indicating the security type, you restrict the application of a class on the products of a
particular type. For instance, you can associate a Security Preference Class with the Security
Type defined as Bonds, only on products maintained for bonds.

The security type specified also determines the other preferences that you can define, for a
preference class. For example, if you indicate the security type as Bond, you can also define
details relating to interest.

Defining Interest Details for a Bond

When maintaining a preference class for bonds, you must define interest-related details.
These interest details will default to the security (bond) product with which you associate the
class. These default interest details can be modified to suit the product.

Interest Type

If you have indicated the security type for a preference class as Bond, you should also indicate
the Type of Interest. It could be one of the following:

e Fixed
e Floating

After defining the interest details, you can indicate the Coupon and Interest Rate Revision
details.
The Interest Quotation Method
The Interest Quotation Method for a bond can be either of the following:
e Flat
e Plus Accrued

When the interest component is included in the market price of a security, the quotation
method is referred to as Flat. A flat price of a security is also referred to as the ‘Dirty Price’.

When the interest component is excluded from the market price of a security, the quotation
method is referred to as Plus Accrued.
Specifying the Coupon Frequency

When building a class of preferences, you can indicate if the coupons due for a bond are
periodic. Coupons for bonds (maintained under the products with which you associate the
preference class) will be calculated according to the periodicity that you specify.

For an interest-bearing bond, with a periodic coupon, you must indicate the Coupon
Frequency. Some coupon frequencies are listed below:

e Weekly

e Monthly

e Once in two months
e Quarterly

e Once in four months
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If you indicate that the coupon frequency is weekly, you should also indicate the day on which
the coupon is due. For instance, you can have a bond with a weekly coupon that is due on
Wednesdays.

If the coupon frequency is in terms of a month, you can choose to indicate that the coupon
days should adhere to Month Ends. The implication of this option is explained in the following
example.

Example

You would like to maintain a product for Periodic Interest-bearing Bonds. The coupon
frequency for securities maintained under this product is Half-yearly. You are defining a
preference class that you would like to associate with this product, amongst others.

In the Product Preference Class Definition screen, in the Security Type field, choose the
Bonds option and the Periodic Coupon option. Now, you can specify the Coupon Frequency,
as Half-yearly. You can opt to indicate that the coupon dates should adhere to month ends.

Let us study the impact of the Adhere to Month End option, with relation to a security that you
have maintained under the product. Assume the Issue Date of the Security is 30 June 2000,
and the Maturity Date is 30 June 2002. The coupon frequency is half-yearly.

If you choose the Adhere to Month End option:

The coupons for this security would be due on the following dates:
e 31 December 2000
e 30 June 2001
e 31 December 2001
e 30 June 2002

If you do not choose the Adhere to Month End option:

The coupons for this security would be due on the following dates:
e 30 December 2000
e 30 June 2001
e 30 December 2001
e 30 June 2002

The coupon due dates for all securities maintained under the product (with which you
associate the preference class) will be calculated in a similar manner, depending on the
option you choose.

Specifying the Interest Rate Revision Frequency

You can revise the interest rates for bonds with floating interest. The revision frequency can
be different from the coupon frequency and is referred to as Asynchronous (interest rate)
Revision.

Asynchronous revision can be:

e Periodic
e Non-periodic
As part of your preferences for a Security Class, you can indicate Interest Rate Revision

details. The revision details defined for the class will apply on all securities maintained under
a product (with which you associate the class).

10-4 ORACLE’



10.2.4

By default, interest rates will be revised according to the coupon frequency defined for a bond.
If you would like to revise the interest rates at a different frequency, choose the Allow
Asynchronous Revision option.

If the asynchronous revision of rates is periodic, click on the Periodic Revision option, and
specify the Revision Frequency. For a frequency that is weekly, indicate the day on which the
revision is due. (For instance, you could indicate that the interest rates for securities should
be revised every Monday.)

If the revision frequency is in terms of a month, you can choose to indicate that the revision
days should adhere to Month-Ends. The implication of this option is explained in the following
example.

Example

You are defining a Security Preference Class that you would like to associate with a Security
Product. You have maintained several securities under this product. We shall study the
impact of the Adhere to Month End option with reference to a security maintained under the
Product.

Assume the Issue Date of the security (with floating interest and an asynchronous rate
revision) is 01 January 2000, and the Maturity Date is 31 December 2000.

You have specified that the interest rate revision frequency is quarterly.
If you choose the Adhere to Month End option:

The rate revisions for this security, would be due on the following dates:
e 31 March 2000
e 30 June 2000
e 30 September 2000
e 31 December 2000

If you do not choose the Adhere to Month End option:

The rate revisions for this security would be due on the following dates:
e 31 March 2000
e 30 June 2000
e 30 September 2000
e 30 December 2000

The rate revision dates for all securities maintained under the product (with which you
associate the preference class) will be calculated in a similar manner.

If the interest rates for securities should be revised on a non-periodic basis, you should leave
the Periodic Revision option blank. You can capture the revision details for a security with
non-periodic rate revision, in the Security Online Definition screen.

Capturing Information Specific to a Security Type

Based on the security type, the information for a security is captured.

If the Security Type is ‘Bond’

If you specified the Security Type for a class as Bond, you can indicate if Call and Put options
would be available.
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The issuer of a bond may also offer the option of converting the bond into shares or equities.
Such bonds are referred to as Convertible bonds. When defining a Security Preference Class,
with the Type as Bond, you can capture this information by choosing the Convertible option.
Redemption Type

You can also indicate the mode of redemption. An issuer can redeem bonds in three ways:

e Series
e Quantity
e Bullet

The Redemption Mode that you specify for a class, will default to the products that you
associate with the class. When defining the redemption mode for a specific product, you can
change the default redemption mode.

If the Security Type is equity

The issuer of an equity can grant a holder, voting rights. You can capture this information
when defining a Security Preference Class with the Security Type, Equity. The holders of all
equities maintained under a product, by default, will have voting rights. You can change these
default attributes when maintaining the product.

If the Security Type is Right or Warrant

Rights and Warrants can be renounced. To capture this information at the Security
Preference class level, you can choose the Renouncable option.

Indicating Banker’s Acceptance

You can indicate whether or not the security that is defined under the product, which is based
on this class, can be used for a Banker’'s Acceptance deal. This implies that you can fund the
issuer of the security through a loan contract or a money market placement deal. You can also
trade in the security on your own behalf.

You will be allowed to select this option only if the Security Type is Zero Coupon Bond.

Refer to the Deal Online chapter of this User Manual for details on processing Banker's
Acceptances.

Capturing Trade-Related Information

The minimum trade quantity

You can define the minimum quantity in which a security should be traded, when building a
Security Preference class. In the Lot Size field, you can enter your specifications.

Your specification will apply, by default, to all products with which you associate the class
(and, in turn, to all securities maintained under the product). However, this default attribute
can be changed, when defining the preferences for a security product.

Quantity Quotation

Securities can be quoted in the following terms:

e Units (Example, 500 units of a security)
e Nominal (Example, securities worth USD 5000 of face value)

When building a preference class, you can enter the preferred quotation method. This method
will default to all products with which you associate the class. The default value can be
changed. A security, maintained under a product acquires the quotation method specified for
the product.
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If you choose the Units Quotation option, you can also indicate if the securities can be traded
in fractional units. You can specify the fractional units in the ‘Decimals’ field. Deals entered in
fractional units of securities will be validated against the decimal value that you enter here.

Price Quotation

The method in which price is quoted, is a feature of the market where a security is traded.
Each market may use a particular price quotation method. The price of a security can be
guoted in the following ways:

Price — in this method, the total price of the security is quoted. The total price can be
expressed as:

(Face Value = Premium or Discount) + Accrued Interest (if the interest quotation method is
‘Flat’)

% Price — the price is quoted as a percentage. The same is expressed as follows:
% Price = (Market price / Face value) x 100

% Discount - in this case, the price is quoted on the basis of the discount percentage at which
the security is bought or sold.

% Premium - in this case, the price is quoted on the basis of the premium percentage at which
the security is bought or sold.

Premium - the price in this method is quoted on the basis of the premium at which the security
is bought or sold. That is, the differential between the face value of the bond and the price at
which it is bought or sold.

Discount - the price is quoted on the basis of the discount at which the security is bought or
sold. That is, the differential between the face value of the bond and the price at which it is
bought or sold.

YTM - the price is quoted on the basis of its yield to maturity. In Oracle FLEXCUBE, this price
guotation method applies only on Zero Coupon Bonds.

The yield on a discounted instrument is measured by its yield to maturity (YTM). YTM is the
yield on a security calculated from the purchase date to its maturity. The YTM changes with
the market price. In case the market price increases above the straight discounted price, YTM
would decrease, and vice versa.

Using this quotation method, the price is calculated as follows:

(Face Value - Purchase price) * Days in a Y ear
YTM = -

Price * Days to maturity

The deal amount is determined based on the deal quantity and the price quotation method.
Irrespective of the price quotation method used, the net result is always the same.

For a Security Preference Class, you can identify a Price Quotation method. During trade, the
securities maintained under a product (with which you associate the Preference Class) will,
by default, be quoted in the manner that you specify. However, when maintaining a security,
you can identify its price quotation method.
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10.2.8

10.2.9

10.2.10

10.2.11

Identifying the Holder

The holder of a security can be either of the following:

e The Registered
e The Bearer

If you would like the securities maintained under a product (with which you associate the
Securities Preference Class you are defining) to be ‘Bearer’ type securities, choose the
‘Bearer’ option. Else, choose the ‘Registered’ option.

However, when defining a product, while retaining the other preferences that default from the
associated class, you can change the default Registered/Bearer indicator. While maintaining
a security under a product, in the Securities Definition screen, you could choose to retain the
defaulted Registered/Bearer indicator.

Specifying the Material of a Security

Securities can be in different formats:

Option Description

Scrip-based Issued in a paper format

Dematerialized In an electronic format

Immobilized Securities in lieu of which proxies are traded
Combination Issued in one or more of the above formats

Indicating the Collateral Type

A customer can offer you securities as collateral against a liability. In the Central Liability
module of Oracle FLEXCUBE, you can categorise different types of securities into Collateral
Types. For example, you can define Government Bonds as one type of collateral, and
Corporate Bonds as another type.

For a preference class, you can indicate a Collateral Type. All securities maintained under a
product (with which you associate the preference class) will fall under the Collateral Type that

you specify.

Opting for Automatic Initiation of Corporate Actions

Check against the option Auto Initiation of Corporate Action, to indicate that corporate action
for securities should be automatically initiated. On choosing this option, corporate actions for
a security will be automatically initiated on the due dates that you specified.

If you do not choose this option, you have to manually initiate all corporate actions required
for a security.

Indicating the Price Code for Revaluation

Every security that you deal in must be associated with a Price Code. A Price Code identifies
the price of a security in a specific market.

To ascertain the value of a security, with reference to the prevailing market rates, you need
to constantly revalue it. When defining a Preference class, specify the Price Code that you
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10.2.13

10.3

would like to use, to revalue securities The value of a security in a market, will be determined
with respect to the current rates of the corresponding price codes.

Tenor Details

You can specify tenor details for the Security Preference Class being defined. The tenor can
be in terms of:

e Days
e Months
e Years

Securities maintained under a product should adhere to the minimum and maximum tenor
limits that you specify here. For example, if you specify the tenor in Days, specify the Minimum
Tenor as 2, and the Maximum Tenor as 100, the system ensures that the period between the
Issue Date and the Redemption Date does not exceed 100 days.

Capturing SWIFT Related Information

If trade is restricted

Ownership or transfer of a security can be subject to restrictions imposed by the Issuer or
Market. You can indicate if trade involving the securities maintained under a product is
Restricted. You can choose the Restricted option to indicate this.

Securities with trade restrictions will be reported as such, in the SWIFT messages generated
for deals. In Field 22F of the Market-Side Securities Trade.

If the position has been covered...

You can allow or disallow selling (of a security) from a short position. Enter this information
when building a Preference Class. Your specification will default to all securities maintained
under products. This default can be changed.

Choose the Covered option if your positions (on securities) should be covered. By not
choosing the ‘Covered’ option, you indicate that securities (maintained under products with
which you associate the class) can be sold from a short position.

This attribute of a security will be reported in Field 17B of the Market-Side Securities Trade
Confirmation message (MT 518), generated for deals involving the security.

Defining Deal Limits for a Preference Class

You may not want to sell a security at a deal price that varies beyond a limit, with respect to
the market price. In Oracle FLEXCUBE, you can ensure this by defining currency-wise deal
price variance limits for a security preference class. These limits will apply to the securities
maintained under products with which you associate the class.
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You can invoke the Currency Wise Limits Definition screen by clicking ‘Limits’ button in the
Security Product Preference Class screen.
4 Limits R
Currency wise Limits

10f 1

| Security Ccy # Positive Override  MNegative Override + Positive Exception #+ Negative Exception # -
O

Currency

When building a Security Preference Class, you can define deal price limits in several
currencies. Deals involving securities in a currency will be governed by the limits that you
define for the currency.

In this screen, you can express deal price limits in terms of:
e Positive and Negative Overrides (percentage)
e Positive and Negative Exceptions (percentage)

Positive Override
This indicates the upper override limit.

Negative Override

This indicates the lower override limit.

With respect to the market price, if the deal price of a security varies beyond the Override
Limits (positive and negative), you can save the deal by providing an ‘override’. All overrides
provided at deal-time will be included in the reports that you generate for the deal.

With respect to the market price, if the deal price of a security varies beyond the Exception
Limits, you cannot save the deal.
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10.4 Defining Securities Conversion Rule

You can define securities conversion rule in 'Securities Conversion Rule Definition' screen.
To invoke the screen, type 'SEDXCNRL' in the field at the top right corner of the application
toolbar and click the adjoining arrow button.

‘ Securities Conversion Rule Definition

ﬂ Save

Conversion Rule |d * Process Status .Unprocessed -
Conversion Type Split
® Merge

Conversion from
—— ==
Security Id # Ratio
2= I

Conversion To

1081 ¥ El
Security Id * Ratio

W =

Maker Date Time:

Checker
Date Time:

Mod Mo Record
Authorization

You can capture the following in this screen:

Conversion Rule Id
Enter the conversion rule Id.

Conversion Type

Indicate the type of conversion that you are effecting. This release of Oracle FLEXCUBE
supports only securities splits. This implies that you can convert an existing security into one
or several units of a new security.

While re-denominating In currency securities to Euro, choose split as the conversion type. In
Oracle FLEXCUBE, the re-denomination of and In currency security to Euro is handled in the
same way as a split.
Process Status
Specify the process status from the drop-down. The options available are;

e Processed

e Unprocessed

e Repair
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Conversion from

Security Id
Specify the security ID from which the conversion is required.

Ratio
Specify the ratio from which the security needs to be converted.

Conversion To

Security Id
Specify the security ID to which the conversion is required.

Ratio
Specify the ratio from which the security needs to be converted.
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11.1

11.2

11. Maintaining Portfolio Preference Class

Introduction

'Preferences' are the options that are available to you for defining the attributes of a portfolio.
Based on the type of portfolio (bank, customer, and issuer) you are defining the following are
some of the preferences that you can define:

e The costing method to be used

e The accounting basis

e Accrual frequencies for components like premium, discount, forward profit or loss
e Revaluation preferences

e Limit tracking preferences

A set of such preferences can be grouped together into what we call in Oracle FLEXCUBE, a
‘Preference Class’. You can maintain several portfolio preference classes. The preferences
that you define will shape a portfolio and give it a distinctness that is unique to the type it
represents.

The Advantage of Defining a Portfolio Preference Class

While creating a portfolio product, instead of specifying preferences for each product, you
need to just associate the appropriate portfolio preference class to the product. All the
attributes defined for the class will be made applicable to the portfolio product. You can
change the defaulted preferences to suit the product.

The preferences that you specify for a portfolio are comprehensive and cover all types of
securities that can constitute it. Depending on the type of security the preferences will apply.

Note

Once defined, a portfolio preference class can be made applicable to any number of prod-
ucts.

This chapter contains the following sections:

e Section 11.2, "Portfolio Preferences Classes"
e Section 11.3, "Detailed Preferences"
e Section 11.4, "Yield Accrual for Deals bought on Par"

Portfolio Preferences Classes

This section contains the following topics:

e Section 11.2.1, "Specifying Portfolio Preferences Classes "
e Section 11.2.2, "Identifying Portfolio Preference Class"

e Section 11.2.3, "Portfolio Type"

e Section 11.2.4, "Costing Method"

e Section 11.2.5, "Processing "

e Section 11.2.6, "Book Discount Premium”

e Section 11.2.7, "Book Intrinsic Value"

e Section 11.2.8, "Rekey for Authorization"
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11.2.1

11.2.2

e Section 11.2.9, "Rekey Fields"

e Section 11.2.10, "Corporate Action Notice "
e Section 11.2.11, "Treasury Bills Accrual"

e Section 11.2.12, "Purchase Interest"

e Section 11.2.13, "Holdings Statement"

e Section 11.2.14, "Transaction Statement"

e Section 11.2.15, "Contra Holding"

Specifying Portfolio Preferences Classes

You can maintain portfolio preference classes in the Portfolio Product Preference Class
Definition screen.

You can invoke the ‘Securities Portfolio Product Preference Class Maintenance’ screen by
typing ‘SEDXPFCL’ in the field at the top right corner of the Application tool bar and clicking
on the adjoining arrow button.

If you are calling a portfolio restriction class record that has already been defined, choose the
Summary option.

From the Summary screen double-click a class of your choice to open it.

@ LBL_SEDXPFCL - X
[Ey New [ Enter Query
Class Code * Description
Module * SP Module description  Securities Portfolio Moc
LUETE Details
Processing Costing Method Treasury Bill Accrual
/| Short position Allowed Caosting Method . | Accrue Discount For
Corpus Account = i Siak i Treasury Bills
i ransaction Statemen v
/| Auto Liguidate For fcoual Crequency
Corporate Actions Statement Of Transaction Accrual Start Day
Bankers Acceptance Required Accrual Start Month v
Repo On Todays Projected -2 iement Fraquency v
Holdings Staternent Start Day Purchase Interest
Book Discount/Premium Statement Start Month v Wipe Deal Purchase v
Interest
Accounting Basis N Holdings Statement
Book Intrinsic Value
Statement Of holdings
Corporate Action Notice 'requlred ~\Warrants
/| Corporate Action Notice Statement Frequency ~ | Rights
Required
Notice Days Statement Start Day Rekey For Authorization
5 Statement Start Month ~
Notice Days Type ~ i Required (@ No
Contra Holding o
Caontra Holding Validation ) Rekey Fields
Portfolio 1d
Portfolio Type
Portfolio Custorner
Porffolio Type  (e) Bank Portfolio Currency
Customer
Issuer
Fields =

Maker Date Time: Mod Mo
Checker Record Status

Date Time: Authorization Status

Identifying Portfolio Preference Class

Class Code

You can specify a code to identify a class. In Oracle FLEXCUBE, each portfolio preference
class that you maintain is identified by a unique ten-character code called a Class Code. One
of the characters of the code should necessarily be a letter of the English alphabet. You can
follow your own convention for devising this code.
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11.2.4

Description

You can specify a short description that will enable you to identify the portfolio preference
class quickly.

The short description that you specify is for information purposes only and will not be printed
on any customer correspondence.

Portfolio Type

An important detail in defining a portfolio class is to specify the type of portfolio for which you
are defining preferences. The portfolio type identifies the basic nature of a portfolio. In Oracle
FLEXCUBE you can set up the following type of portfolios:

e A bank portfolio
e A customer portfolio and
e Anissuer portfolio

This is the basic feature of a portfolio and will determine the subsequent entries that you

make. This preference will be defaulted to a portfolio product and subsequently to the
securities portfolios to which the product is associated.

Costing Method

A costing method is used to determine your holding cost in a portfolio. While trading in the
securities that constitute a portfolio, you can arrive at the profitable price at which you can
trade, using one of the costing methods.

You can indicate a costing method only if you are setting preferences for a bank type of
portfolio. This is because you maintain the books of accounts only for a bank portfolio. Based
on the preference of your bank you can select an option from the picklist.

The costing methods that you can use includes:

e Weighted Average Cost (WAC)
e Lastin first out (LIFO)

e Firstin first out (FIFO)

e Deal matching

For an Issuer type of portfolio the Weighted Average Cost (WAC) method will be applicable.
The costing method preference does not apply to a customer portfolio as you merely perform
a custodial function and are not involved with maintaining a book of accounts for the

customer.

To understand the accounting methods mentioned above we will examine an example and
apply all the costing methods to it.

The following deals have been struck for a bank portfolio:

Sequence | Purchase Date | Deal | Asset Cost | Number of Units | Proceeds
A 1 January Buy $95 100 $ 9500
B 1 January Buy | $96 100 $ 9600
C 15 January Buy | $96.5 100 $9650
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D 1 February Sell

$97

150

$14550

Weighted Average Cost (WAC)

The acquired cost of each security in a portfolio is maintained as an average cost. So the
realised profit in this case would be computed as follows:

Cost Details

Description

Total Cost of the securities

$28750 for 300 units

Average cost

$95.83

Total cost price of the securities sold

$14374.5 for 150 units

Total sale proceeds

$14550 for 150 units

Realised profit

$175.5

The remaining 150 securities would be held at an average cost of $95.83

Last in first out (LIFO)

In this method of cost accounting, the securities that have been bought last by a portfolio
would be sold first. In this case the cost of the securities that have been sold would be $96.

Cost Details

Description

Total cost price of the securities sold

$96 arrived at thus:
$9650 for 100 units and
$4800 for 50 units

Total sale proceeds

$14550 for 150 units

Realized profit

$100

The remaining securities would be held at:

e 50 remaining out of deal B @ $96
e 100 remaining out of deal A @ $95

First in first out

In this case the securities that have been bought first by a portfolio would be sold first. In this
case the computation of accrued interest would remain the same but the cost of the securities

that have been sold would be $96.

Cost Details

Description

Total cost of the securities sold

$96 arrived at thus:
$9500 for 100 units
$4800 for 50 units

Total sale proceeds

$14550 for 150 units

11-4

ORACLE’



11.2.5

Realised profit $205

The remaining securities would be held at:

e 50 remaining out of deal B @ $96
e 100 remaining out of deal C @ $96.5

Deal matching

In the case of deal matching you can indicate against which of the earlier buy deals the sell
deal is to be matched. Thus the realised profit would change depending on the deals selected
as the matched deals. We will consider one possibility, but in reality the number of
combinations is infinite.

Match 150 sold as 50 to each of the buys:

Cost Details Description

$14375 arrived at thus:
$4750 for 50 @ 95
$4800 for 50 @ 96
$4825 for 50 @ 96.5

Total cost price of the securities sold

Total sale proceeds $14550 for 150

Realized profit $175

The remaining securities would be held as

e 50 remaining out of deal A @ $95
e 50 remaining out of deal B @ $96
e 50 remaining out of deal C @ $96.5

Processing

Processing preferences refer to specifications that you indicate for the functioning of Oracle
FLEXCUBE. Based on the preferences that you indicate, Oracle FLEXCUBE will validate or
perform functions.

The processing preferences that you can specify include:

Automatic Liquidation of Corporate Actions

The corporate actions that are applicable for securities in the portfolio can be automatically
liquidated on the Event date (the date on which the corporate action is due).

Check against this option to indicate that the corporate actions applicable to securities in a
portfolio should be automatically liquidated on the due date.

Leave it unchecked to indicate that it should be manually liquidated.
If you select the automatic option, the corporate action will be automatically liquidated on the

liquidation date as part of the automatic processes run as part of beginning of day (BOD) or
End of day (EOD).
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Short Positions Allowed

A short position is selling a security without sufficient holdings. As a preference you can
indicate whether while trading in securities of a portfolio you can have a short position.

Check against the option 'short positions allowed' to allow short positions for the portfolio. This
check box works in combination with the value in the field ‘Contra Holdings Validation’. If you
check this box, you have to select a value for ‘Contra Holding Validation’.

While creating a Repo deal in a portfolio, you should uncheck this box.

If ‘Repo on Today’s Projected Holdings’ is checked, you should not check this box.

Contra Holdings
Contra Holdings is value dated projected holdings based on the unsettled deals.

Contra Holdings Validation
Select the method of validating the position. The drop-down list displays the following options:
e Online - Select ‘Online’ to validate the position online. If you select this, the system will
allow you to create securities deal with value dated projected holdings.

e EOTI - Select ‘EOTI to validate the position during EOTI (End of Transaction Input)
stage. If you select this, the system will allow you to create a securities deal without
sufficient position. The position will be validated during EOTI stage.

e No Check - Unlimited - the system will allow you to sell more than the holdings in a
portfolio for a security without restrictions on quantity and value date

It is mandatory to specify the validation method if you have checked the box ‘Short Position
Allowed'. If that check box is not checked, then you need not specify the validation method.

If Short Position Allowed is unchecked, then the value of this field has to be null.

Note

For a contract with the sell quantity greater than the value dated holdings for a particular
security code, if you check ‘Short Position Allowed’ and set ‘Contra Holding Validation’ to
‘No Check - Unlimited’ or ‘EOTI’, then the system will display an override message when
you save or modify the contract

Banker’s Acceptance

You can indicate whether or not the portfolio that is defined under the product, which is based
on this class, can be used for a Banker's Acceptance deal.

You will be allowed to select this option only for ‘Issuer’ type portfolios.

Refer to the Deal Online chapter of this User Manual for details on processing Banker’'s
Acceptances.

Repo on Today’s Projected Holdings

Check this box to enable Repo on projected holdings for the day. If you check this, the system
will allow you to create a Repo deal based on the projected holdings for the day.

However, this option does not allow you to create a Repo deal based on future dated
projected holdings.

If you check this box, you should leave the box ‘Short Positions allowed’ unchecked.
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11.2.6 Book Discount Premium

You can indicate how an asset belonging to a portfolio should be booked. In other words, the
basis for asset accounting in a portfolio.

In Oracle FLEXCUBE an asset can be booked on the following basis:

e Non-accrual basis
e Accrual basis

To understand these asset accounting methods, we will examine an example and apply each
basis method to it.

You have purchased a USD 10 bond for USD 15 on 1 January from a customer portfolio. You
have paid a premium of USD 5 for the bond. On 30 January, you sell the bond for USD 20.

Non-accrual basis

Using the non-accrual basis, the following accounting entries will need to be passed:

Dr Premium to be accrued UsD 5
Cr Customer USD 15
Dr Asset USD 10
On 1 March, when you sell the bond:
Dr Customer USD 20
Cr Asset USD 10
Cr Premium UsD 5
Cr Profit and Loss UsD 5

Accrual basis

If you select this accrual basis for asset accounting, then on 1 January you would:

Dr Premium to be accrued UusD 5
Dr Asset UsD 10
Cr Customer USD 15

On 30 January the amount to be accrued is USD 1. The following entries will need to be

passed:
Cr PTBA UsD 1
Dr Expense USD 1
When you sell the unit at USD 20
Dr Customer USD 20
Cr Asset USD 10
Cr PTBA usbD 4
11-7
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Dr Customer USsD 20

Cr Profit and Loss USD 6

Book Intrinsic Value

A warrant or right attached to a security entitles the holder to convert it into common stock at
a set price during a specified period. Thus rights and warrants attached to a security have a
hidden or intrinsic value. To recall, you have already defined the intrinsic value of a right or
warrant in the Securities Warrants Definition screen.

As a portfolio preference you can choose to book or ignore the intrinsic value of rights and
warrants for asset accounting purposes.

Rekey for Authorization

Authorisation is a way of checking the entries made by a user. All operations on a portfolio,
except placing it on hold, should be authorised before the end-of-day operation is begun.

When a portfolio is invoked for authorisation - as a cross-checking mechanism, to ensure that
you are calling the right portfolio — you can specify that the values of certain fields should be
entered before the other details are displayed. The complete details of the portfolio will be
displayed only after the values to these fields are entered. The fields for which the values have
to be given are called the “re-key” fields.

Rekey Fields

You can specify any or all of the following as re-key fields:
e Portfolio ID
e Portfolio customer
e Portfolio currency

If no re-key fields have been defined, the details of the portfolio will be displayed immediately
when the authoriser calls the portfolio for authorisation. The re-key option also serves as a
means of ensuring the accuracy of inputs.

For example, suppose that you define a customer portfolio in the currency INR. The portfolio
involves a product for which the re-key fields assigned are the portfolio customer and
currency.

By mistake the portfolio currency is entered as USD instead of INR. When the authorizer
selects the portfolio for authorization and indicates the re-key fields of portfolio currency as
INR, the details of the portfolio will not be displayed.

The portfolio details will not be displayed if:

e The value in the field that has to be re-keyed has been entered wrongly at the time of
portfolio definition, or

e The re-key value is input wrongly at the time of authorisation.
When you have correctly captured the currency of the portfolio as INR and the authorizer

makes an error while entering the re-key value. In such a case also, the details of the portfolio
will not be displayed for authorisation.
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Corporate Action Notice

When a corporate action is due for a security in a portfolio, you can generate Corporate Action
notices to the holder of the security. You can indicate whether Corporate Action Notices
should be generated for securities in a portfolio.

Check against the option 'Corporate Action notice required' to indicate that the notice should
be generated. Leave it unchecked to indicate otherwise.

If you indicate that a corporate action notice should be generated, you can indicate
preferences for its generation.

Notice Days

You can indicate the number of days before a corporate action is due on which the corporate
action notice should be generated.

Notice Days Type

You can further indicate whether the number of days that you specified was expressed in
calendar or working days.

For example, you have specified that a Corporate Action Notice should be generated ten days
before a corporate action is due for securities in a portfolio.

Today's date is 15 December; a corporate action is due for a security that is part of this
portfolio on 30 December. Your bank closes for a Christmas vacation on 25 and 26
December.

For calendar days:

A Corporate Action Notice will be generated on 20 December. Ten calendar days before the
corporate action is due.

For working days:

Going by the calendar of the bank, the Corporate Action Notice will be generated on 18
December, ten working days before the corporate action is due.

Treasury Bills Accrual

Accrue Discount for Treasury Bills

The discount on Zero Coupon Bonds or T-Bills can be accrued over its tenure. If you indicate
that accrual of discount is applicable to a portfolio preference class you can indicate accrual
preferences.

For example, you have purchased a 90-day T-Bill having a face value of USD 100,000 for
USD 98,000. The difference between the purchase price and the face value USD 2000 can
be accrued over the 90-day tenor of the T-Bill or can be realised on its maturity.

Check against the 'Accrue discount for Treasury bills' option to indicate that the discount on
zero coupon bonds and T-Bills that form part of the portfolio should be accrued. In this case
you can indicate accrual preferences like the:

e Accrual frequency
e Accrual start day
e Accrual start month

The accrual preferences that you specify will be made applicable to all portfolio products to
which the class is associated.
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Accrual Frequency

The discount on T-Bills can be accrued over the tenor of the T-Bill. The frequency at which
the discount has to be accrued is specified as a portfolio preference. Thus, the discount
components of all T-Bill in a portfolio will be accrued at the same frequency.

The frequency can be one of the following:

e Daily

e Monthly

e Quarterly
e Half yearly
e Yearly

Accrual Start Day

In the case of monthly, quarterly, half yearly or yearly accruals, you should specify the date
on which the accruals have to be done during the month. For example, if you specify the date
as “30", accruals will be carried out on that day of the month, depending on the frequency.

If you want to fix the accrual date for the last working day of the month, you should specify the
date as “31“ and indicate the frequency. If you indicate the frequency as monthly, the accruals
will be done at the end of every month -- that is, on 31st for months with 31 days, on 30th for
months with 30 days and on 28th or 29th, as the case may be, for February.

If you specify the frequency as quarterly and fix the accrual date as 31, the accruals will be
done on the last day of the month at the end of every quarter. It works in a similar fashion for
the half-yearly and yearly accrual frequency.

Accrual Start Month

If you set the accrual frequency as quarterly, half yearly or yearly, you have to specify the
month in which the first accrual has to begin, besides the date on which the accruals should
be done.

For example, you have selected the half-yearly option and specified the start date as 31 and
the start month as June. The first accrual will be done on 30 June for the period from January
1 to June 30 and the second one on 31 December for the period from 1 July to 31 December.

If the accrual date falls on a holiday, the accruals are done as per your holiday handling
specifications in the Branch Parameters screen.

Purchase Interest

While defining non-WAC portfolios you can indicate the point at which Purchase Interest is to
be adjusted. (For portfolios with WAC as the costing method, this option is always set to Sale
and Coupon and the purchase interest is taken into accruals and not tracked separately). The
options are:

e Sale and Coupon - indicates that the purchase (acquired) interest is to be netted during
any sale in the first coupon of the purchase or on the first Coupon of Purchase (during
Coupon liquidation against the coupon amount).

e Sale - indicates that purchase interest is to be held till redemption. When a sale is made,
purchase interest is reduced proportionately during partial sale/ full sale/ redemption. If
you select this option purchase interest is not netted during coupon liquidation.

This option can be overwritten at the product level.
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Note

The option of adjusting purchase interest at Sale is applicable only for purchase interest
in the CUM period. You must handle adjustments for interest exchanged in the EX period
operationally.

Coupon liguidation takes place for a Portfolio + Security + SK Location combination.
Therefore, for adjusting deal level purchase interest at the event CPLQ, the purchase interest
of all deals contributing to the position are considered proportionately.

Note

You have to maintain the accounting entries for the CPLQ and SSLP events keeping in
mind whether you have set the Wipe Deal Purchase Event as Sale and Coupon or Sale.

For Capitalized Bonds, purchase interest is wiped-off at the time of coupon liquidation as part
of the SPLP (Security Purchase) event. You will need to maintain accounting entries for the
same.

Holdings Statement

Statement of Holdings required

You can indicate whether a statement of holding should be generated for portfolios associated
to the portfolio preference class. Check against this option to indicate that it is applicable to
the class. Leave it unchecked to indicate otherwise. If it is applicable to the class, you can
indicate preferences for its generation.

Statement Frequency

You can indicate the frequency, with which a statement of holdings should be generated.

The frequency that you specify can be:
e Daily
e Monthly
e Quarterly
e Half-yearly or
e Yearly

Statement Start Day

Based on the frequency that you specify you can indicate the start date for the generation of
the statement. The system generates a statement of holding automatically, as part of the end
of cycle processing based on the preferences that you specified here.

If the statement generation date falls on a holiday, the accruals are done as per your holiday
handling specifications in the Branch Parameters screen.

Statement Start Month
You can also indicate the start month for the generation of the statement.

Transaction Statement

Statement of Transactions Required

You can indicate whether a transaction statement should be generated for portfolios
associated to the class. Check against this option to indicate that it is applicable to the class.
If it is applicable to the class, you can indicate preferences for its generation.
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Statement Frequency

You can indicate the frequency, with which a transaction statement should be generated. The
frequency that you specify can be:

e Daily

e Monthly

e Quarterly

e Half-yearly or
e Yearly

Statement Start Day

Based on the frequency that you specify you can indicate the start date for the generation of
the statement. The system generates transaction statements for the portfolio, automatically
as part of the end of cycle processing based on the preferences that you specified here.

If the statement generation date falls on a holiday, the accruals are done as per your holiday
handling specifications in the Branch Parameters screen.

Statement Start Month
You can also indicate the start month for the generation of the statement.

Contra Holding

A contra (short for Customer and Bank/long for Issuer) holding is when you sell more than
your holdings in a security (buy back more than the issued quantity in case of issuer
portfolios). As a preference you can indicate whether while trading in securities of a portfolio
you can have a contra holding (negative projected holdings for bank portfolios and positive
projected holdings for issuer portfolios).

Contra Holding
Contra holding is the value dated projected holdings based on the unsettled deals.

Contra Holding Validation

While saving a securities deal, the system checks the holdings on the basis of the settlement
date. You can choose to allow the holdings in a portfolio to go negative based on the projected
holdings as per the Settlement Date by enabling the Contra Holdings validation option.

You need to indicate whether the projected holding can go negative for the portfolio. Select
the Online option if you don’t want the position to go negative at any point in time.

If you have selected the EOTI option, you will not be allowed to mark the EOTI stage if the
projected holding in the portfolio is negative on any given settlement date.

In case of Buy Deals viz. Bank Buys, Customer Buys or Reversal of Sell Deals, the positions
are updated on authorization of the respective buy deals. In case of Sale Deals viz. Bank
Sells, Customer Sells or Reversal of Buy Deals, the positions are updated on saving the
respective Sell deals. The settlement dated position checks are done for Sell Deals and
Reversal of Buy Deals at the time of saving the deal and also during authorization of the deal.

For contra holdings of type ‘Online’, if the projected holdings on the settlement date are going
short, then an error message will be displayed while saving a Sell deal or while reversing a
Buy deal.

If the contra holding is of type ‘EOTI’, if the projected holdings on the settlement date are going
short, then system throws up an override while saving a Sell deal or while reversing a Buy
deal. The projected settlement date holdings are checked again at the time of marking EOTI
for the branch. If the projected holdings have gone short for any of the settlement dates,
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11.3.1

11.3.2

system displays an error message and stops any further processing. You are not allowed to
configure this error message as an override.

Detailed Preferences

This section contains the following topics:
e Section 11.3.1, "Specifying Detailed Preferences"
e Section 11.3.2, "Premium/Discount Accrual"
e Section 11.3.3, "Limit Tracking"
e Section 11.3.4, "Forward Profit and Loss Accrual”
e Section 11.3.5, "Redemption Premium Accrual”
e Section 11.3.6, "Revaluation of Positions"
e Section 11.3.7, "Interest Accrual Preferences"
e Section 11.3.8, "Revaluation Exchange Rate Code"

Specifying Detailed Preferences

Click on the tab tilted 'Details' from the Securities Portfolio product to define further
preferences for the portfolio.

4 LBL_SEDXPFCL S
[=% New [ Enter Query

Class Code * Description

Module * SP

Premium/Discount Accrual

Maodule description

Revaluation of Positions

Securities Porffolio Moc

Limits Tracking

| Accrue Premium Revaluation Of Settled Bonds v
/| Accrue Discount Positions Equities v

Revaluation Of Unsettied
Accrual Method ~ Posioes Rights ~
Accrual Frequency v Revaluation Method v Warrants v
Accrual Start Day Revaluation Frequency v Treasury Bills v

Start Month bt
Accrug Premium Method ~
Accrue Discount Method ~

Redemption Premium Accrual

Revaluation Start Day

Revaluation Start Month L

Realized Revaluation

Forward Profit & Loss Accrual

/| Forward ProfitiLoss Accrual

Accrual Method ~
Accrual Frequency v

Accrual Start Day

Accrual Start Month W

Revaluation Method v

LOCOM Basis ¥
Revaluation Frequency ~

Revaluation Start Day

Revaluation Start Month ~

/| Accrue Redemption
Premium

Accrual Frequency ~
Accrual Method v

Accrual Start Day
Accrual Start Month 3
Interest Accrual

Interest Accrual

Accrual Frequency v

Accrual Start Day
Exchange Rate Type

Accrual Start Month I 3

Fields

Maker
Checker

Date Time: Mod No
Record Status

Authorization Status

Date Time:

Premium/Discount Accrual

The premium or discount on coupon bearing instruments can be accrued over a period. If you
indicate that accrual of discount or premium is applicable to a portfolio product preference
class, you can indicate accrual preferences.

For example, you have purchased a USD1000 bond for USD 1200 and hold it for 5 years to
maturity. You have paid a premium of USD 200 for the security.
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You can choose to accrue the premium of USD 200 over the tenure of the bond or book it as
a loss when the bond matures.

Accrue Premium

Check against this option to indicate that premium should be accrued.

Accrue Discount

Check against this option to indicate that discount should be accrued. You will also have to
specify the method to be used to accrue the premium and discount. The options available are:

e Constant Yield Basis
e Exponential
e Straight Line Basis

However, if the Costing Method is ‘WAC’ (Weighted Average Cost), the accrual will be based
on any one of the following methods:

e Constant Yield Basis
e Straight Line Basis

In addition, you should also ensure that accrual of both discount and premium is based on the
same method i.e. either Straight Line or Constant Yield method. Yield for deals involving
WAC portfolios with Constant Yield method of premium/discount accrual will not be calculated
at deal input. Instead, it will be calculated on deal settlement as a part of the EOD batch
process. This yield will be updated for all the deals in the particular holding. Yield for the
holding will be calculated on settlement of Bank Buy deals for all WAC portfolios other than
Issuer portfolios where in the yield will be calculated on settlement of Bank Sell deals. The
computed yield will be stored at branch + portfolio + security level.

Note

The yield computation for WAC portfolio will be triggered for the following events:

e Buy Deal (Sell for Issuer)

e Reversal of a buy deal (Reversal of Sell for Issuer)

e Back dated Buy (Back dated Sell for Issuer)

e Reversal of Back dated buy (Reversal of Back dated Sell for Issuer)
e Maturity Date Extension

If you have chosen to accrue premium or discount, you need to specify the following accrual
preferences also:

e Accrual method

e Accrual frequency
e Accrual start day

e Accrual start month

The accrual preferences that you specify will be made applicable to all portfolio products to
which the class is associated.

Accrual Method

Select the method to be used to calculate the amount of premium or discount to be accrued
from the adjoining drop-down list. This list displays the following values:

e 30 (Euro) /360
e 30(US)/360
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e Actual / 360

e 30 (Euro) /365

e 30(US)/365

e Actual / 365

e 30 (Euro) / Actual
e 30 (US)/Actual
e Actual / Actual

e 30 (Euro)/ 364

e 30(US)/364

e Actual/ 364

Accrual Frequency

The premium or discount on securities can be accrued over the tenor for which you hold the
security. The frequency at which these components have to be accrued has to be specified
as a Portfolio product preference. Thus, the premium or discount components of all securities
in a portfolio will be accrued at the same frequency.

The frequency can be one of the following:

e Daily

e Monthly

e Quarterly
e Half yearly
e Yearly

Accrual Start Day

In the case of monthly, quarterly, half yearly or yearly accruals, you should specify the date
on which the accruals have to be done during the month. For example, if you specify the date
as ‘30’, accruals will be carried out on that day of the month, depending on the frequency.

If you want to fix the accrual date for the last working day of the month, you should specify the
date as ‘31’ and indicate the frequency. If you indicate the frequency as monthly, the accruals
will be done at the end of every month -- that is, on 31st for months with 31 days, on 30th for
months with 30 days and on 28th or 29th, as the case may be, for February.

If you specify the frequency as quarterly and fix the accrual date as 31, the accruals will be
done on the last day of the month at the end of every quarter. It works in a similar fashion for
half-yearly and yearly accrual frequency.

Accrual Start Month

If you set the accrual frequency as quarterly, half yearly or yearly, you have to specify the
month in which the first accrual has to begin, besides the date on which the accruals should
be done.

For example, you have selected the half-yearly option and specified the start date as 31 and
the start month as June.

The system will do the first accrual on 30 June for the period from January 1 to June 30, and
the second one on 31 December for the period from 1 July to 31 December.

If the accrual date falls on a holiday, the accruals are done as per your holiday handling
specifications in the Branch Parameters screen.
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Limit Tracking

Your liability in holding a security is tracked under a Credit Line. You have already specified
security limits, which indicate the maximum limit upto, which you can trade in the security.

For limit tracking purpose you can indicate the basis on which your liability to the security
should be determined. In Oracle FLEXCUBE you can use one of the following options:

e [Face-value
e Market price
e Book price

If you indicate face value, then the face value of the instrument will be used to track your
liability in holding security. Your liability using the face value is calculated thus:

Liability = Face Value * Number of units held

The market price indicates the price at which the security is currently quoted in the market.
Your liability to the security is calculated by using the current market value of the security;
multiplied by the number of units held.

Liability = Market Value * Number of units held

The book price refers to the price at which you hold a security. The book price of a security is
derived using the costing method that you specified for the portfolio.

Your liability is the book price multiplied by the total number of units held:

Liability = Book Price * Number of units held
For example, you enter a deal in Oracle FLEXCUBE to buy 100 units of equity for a bank

portfolio. The face value of the equity is USD 10. Currently the equity is quoted in the market
for USD 15. The book price of the security using the Weighted Average Costing method is
USD 12.

For simplicity, assume that you have set up your exposure limit to the equity as USD 1200.
You have indicated that an exposure beyond this amount is an exception and further
processing of the deal should be stalled. If your exposure to the security reaches USD 1200
an override should be sought.

Face value

Your liability in holding 100 units of the security is:

Face Value * Number of Units = Liability

USD 10 * 100 = USD 1000

The deal will go through smoothly as it is below the security limit that you set up.

Market Value

Your liability in holding 100 units of the security is:

Market Value * Number of Units = Liability

USD 15 * 100 = 1500

In this case Oracle FLEXCUBE will not allow you to process the deal as you have exceeded
the security limit that was set up.
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Book value

Your liability in holding 100 units of the security is:
Book Price * Number of Units = Liability

USD 12 * 100 = USD 1200

When you save the deal, Oracle FLEXCUBE will prompt you with an override message. If you
choose to ignore the override the deal will go through.

You can specify limit-tracking preferences for each of the following security types:

e Bonds

e Equities
e Rights

e Warrants

e Treasury Bills

Note

You can have different limit tracking methods for the same security type depending on the
type of portfolio to which it belongs.

Forward Profit and Loss Accrual

Forward PL Accrual

The forward profit or loss on a deal can be accrued over a period starting from the deal spot
date to the settlement date of the deal. As a preference for a portfolio, you can indicate
whether the forward profit or loss should be accrued.

Your profit or loss in a deal is determined thus:
e For a Buy deal if strike price is greater than spot price then it is a loss
e For a Buy deal if strike price is less than spot price then it is a profit
e For a Sell deal if strike price is greater than spot price then it is a profit
e For a Sell deal if strike price is less than spot price then it is a loss

Check against the 'Forward profit and loss accrual' option to indicate that the forward profit or
loss should be accrued.

Example

You strike a forward deal on 1 January to buy 100 units of a security. The settlement date of the deal is 10
January. Your deal strike rate is USD 100 and the market price of the security stands at USD 120.

Market Value (120) - Strike Rate (100) x No of units (100)= USD 2000 Profit

You have made a profit of USD 2000. You can choose to accrue the USD 2000 over the 10 days or
realise it as a profit on the settlement date of the deal.

If you indicate that accrual of profit or loss is applicable to a portfolio class you can indicate
accrual preferences like the:

e Accrual method

e Accrual frequency
e Accrual start day

e Accrual start month
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The accrual preferences that you specify will be made applicable to all portfolio products to
which the preference class is associated.

Note

The forward profit or loss amount is accrued over the period starting from the deal spot
date to the deal settlement date. We will call this the regular accrual cycle.

However, based on the accrual frequency preferences that you specify, the accrual start date
can fall before or between the regular accrual cycle.

If the accrual start date that you specify falls before the spot date of the deal, no accrual will
be carried out until the spot date.

If the accrual start date that you define falls between the spot date and the settlement date,

accrual will begin on the start date that you specify. On the accrual start date accrual entries

will be passed even for the lapsed period between the spot and the accrual start date.
Example

You strike a forward deal on 1 January to buy 100 units of a security. The settlement date of the deal is 20
January and the Spot date is 01 January. You have specified the following accrual preferences:

Start date: 10™.
Start month: January.

Based on the regular accrual cycle, accrual can start any time between 1 January and 20 January. Based
on the accrual preferences that you specify accrual can start only on 10 January.

However when accrual is done on the 10 January it will be done also for the elapsed period (01 to 10
January).

Accrual Method

Select the method to be used to calculate the amount of forward profit or loss that is to be
accrued from the adjoining drop-down list. This list displays the following values:

e 30 (Euro) /360
e 30(US)/360

e Actual / 360

e 30 (Euro) /365
e 30(US)/365

e Actual / 365

e 30 (Euro) / Actual
e 30 (US)/Actual
e Actual / Actual
e 30 (Euro)/ 364
e 30(US)/364

e Actual/ 364

Accrual Frequency

The forward profit that you make or the loss that you incur while trading in securities of a
portfolio can be accrued until the settlement date of the deal. The frequency with which these
components have to be accrued has to be specified as a portfolio preference. Thus, the
forward profit or loss will be accrued at the same frequency for all securities in the portfolio.

The frequency can be one of the following:
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e Daily

e Monthly

e Quarterly
e Half yearly
e Yearly

Accrual Start Day

In the case of monthly, quarterly, half yearly or yearly accruals, you should specify the date
on which the accruals have to be done during the month. For example, if you specify the date
as “30”, accruals will be carried out on that day of the month, depending on the frequency.

If you want to fix the accrual date for the last working day of the month, you should specify the
date as “31"and indicate the frequency. If you indicate the frequency as monthly, the accruals
will be done at the end of every month -- that is, on 31st for months with 31 days, on 30th for
months with 30 days and on 28th or 29th, as the case may be, for February.

If you specify the frequency as quarterly and fix the accrual date as 31, the accruals will be
done on the last day of the month at the end of every quarter. It works in a similar fashion for
half-yearly and yearly accrual frequency.

Accrual Start Month

If you set the accrual frequency as quarterly, half yearly or yearly, you have to specify the
month in which the first accrual has to begin, besides the date on which the accruals should
be done.

Example
You have selected the half-yearly option and specified the start date as 31 and the start month as June.

The system will do the first accrual on 30 June for the period from January 1 to June 30, and the second
one on 31 December for the period from 1 July to 31 December.

If the accrual date falls on a holiday

If the accrual date falls on a holiday, the accruals are done as per your holiday handling
specifications in the Branch Parameters screen.

Redemption Premium Accrual

Accrual Redemption Premium

For instruments like bonds, which bear a redemption premium, you can choose to accrue the
redemption premium due to the security over its tenor. Check against the 'Accrue redemption
premium' option to indicate that the premium on redemption premium bearing instruments in
the portfolio should be accrued.

Example

You have purchased a USD 1000 bond with a redemption value of USD 1100. You hold it for 5 years to
maturity.

At the end of five years, you are paid USD 1100, USD 100 more than what you paid for it. You can choose
to accrue this USD 100 over its 5 year tenor or realise it as a whole on the redemption of the bond.

If you specified that redemption premium should be accrued you can indicate accrual
preferences like the:

e Accrual method

e Accrual frequency
e Accrual start day

e Accrual start month
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The accrual preferences that you specify will be made applicable to all portfolio products to
which the preference class is associated.
Accrual Method

Select the method to be used to calculate the amount of premium that is due for holding the
bond from the adjoining drop-down list. This list displays the following values:

e 30 (Euro) /360
e 30(US)/360

e Actual/ 360

e 30 (Euro)/ 365
e 30(US)/365

e Actual/ 365

e 30 (Euro) / Actual
e 30 (US)/Actual
e Actual / Actual
e 30 (Euro)/ 364
e 30(US)/364

e Actual/ 364

The values of accrual method maintained in this screen get defaulted in portfolio product
creation for the selected class code.

Accrual Frequency

The redemption premium can be accrued over the tenor of a security. The frequency at which
it has to be accrued has to be specified as a Portfolio Preference. Thus, the redemption
premium of all redemption premium-bearing instruments in a portfolio will be accrued at the
same frequency.

The frequency can be one of the following:

e Daily

e Monthly

e Quarterly
e Half yearly
e Yearly

Accrual Start Day

In the case of monthly, quarterly, half yearly or yearly accruals, you should specify the date
on which the accruals have to be done during the month. For example, if you specify the date
as “30”, accruals will be carried out on that day of the month, depending on the frequency.

If you want to fix the accrual date for the last working day of the month, you should specify the
date as "31" and indicate the frequency. If you indicate the frequency as monthly, the accruals
will be done at the end of every month -- that is, on 31st for months with 31 days, on 30th for
months with 30 days and on 28th or 29th, as the case may be, for February.

If you specify the frequency as quarterly and fix the accrual date as 31, the accruals will be

done on the last day of the month at the end of every quarter. It works in a similar fashion for
half-yearly and yearly accrual frequency.
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Accrual Start Month

If you set the accrual frequency as quarterly, half yearly or yearly, you have to specify the
month in which the first accrual has to begin, besides the date on which the accruals should
be done.

Example
You have selected the half-yearly option and specified the start date as 31 and the start month as June.

The system will do the first accrual on 30 June for the period from January 1 to June 30, and the second
one on 31 December for the period from 1 July to 31 December.

If the accrual date falls on a holiday

If the accrual date falls on a holiday, the accruals are done as per your holiday handling
specifications in the Branch Parameters screen.

Revaluation of Positions

Market based securities are driven by market forces of demand and supply, the price of such
securities tends to rise or fall in value. These fluctuations have a direct effect on the value of
the portfolios to which a security belongs.

Oracle FLEXCUBE provides a feature to revalue a portfolio based on settled (Holdings) or
unsettled positions (Positions). You can specify the revaluation method and the frequency at
which the settled and unsettled positions of the portfolio should be revalued. Further, for
settled positions, you can indicate whether realized revaluation should take place.

It is important to note that revaluation entries will be passed only for portfolios belonging to

STOP

the bank. For customer portfolios however, revaluation is done solely for reporting the
performance of the portfolio.

Indicating the Basis for Revaluation

In Oracle FLEXCUBE, portfolio revaluation can be done based on the settled, unsettled
position or both. However, while specifying revaluation preferences, you can choose to
revalue only the settled positions or settled and unsettled positions in a portfolio. You will not
be allowed to specify revaluation of only the unsettled positions in a portfolio.

Revaluation of settled positions in a portfolio can be of two types:

e Realized
e Unrealized

In the case of realized revaluation, the profit, or loss entries passed after the revaluation would
be posted to the relevant GL. The next revaluation will pass entries based on the market price
as of the last time the revaluation was done.

In the case of unrealized revaluation, the profit and loss entries passed after the revaluation
will also be posted to the relevant GLs. The only difference is, that when the next revaluation
entries are passed, profit or loss entries are based on the original value of the portfolio.

Let us take the example of a portfolio with a holding of 100 units of a security. Each unit was
bought at the rate of USD 10 on 1 January 2000. The value of the holding in the portfolio is
USD 1000.

The portfolio is defined with realized revaluation of settled positions. We will examine a case
where the revaluation for the portfolio is done daily.
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Unrealized revaluation:

On 2 January the value a unit of the security falls to USD 9. Consequently, the value of the
portfolio is reduced to USD 900. The revaluation will post a loss to the tune of USD 100 to the
relevant profit and loss GLs.

On 3 January the value of a unit of the security increases to USD 11. The value of the portfolio
now stands at USD 1100. When the revaluation is run again, the loss of USD 100 that was
registered on 2 January is reversed and profit entries for USD 100 is passed to profit GLs.

Realized revaluation:

On 2 January the value a unit of the security falls to USD 9. Consequently, the value of the
portfolio is reduced to USD 900. When the revaluation is done the profit and loss GLs will
reflect the loss of USD 100.

On 3 January the value of securities increases to USD 11. The value of the portfolio now
stands at USD 1100. When the revaluation is run again, the loss of USD 100 that was
registered is not reversed but the profit GLs will record an increase of USD 200. The profit as
of 3 January is calculated based on the revalued portfolio value of USD 900 arrived at on 2
January.

Revaluation Method

After you indicate the basis for revaluation, you can indicate the revaluation method to be
used and the frequency with which revaluation should be carried out. The options available
are:

e LOCOM (lower of cost or market) — This method can be used for realized and
unrealized revaluation.

e MTM (marked to market) — This method can be used for realized and unrealized
revaluation. MTM revaluation can be based on either the Book Value (MTM-BV)
method, or the Effective Interest method (MTM-EIM).

e MTMLOCOM — This is a combination of the two methods LOCOM and MTM and can
be used only for realized revaluation. Portfolios marked with this revaluation method will
be revalued only if they register a loss. Revaluation entries are passed at the portfolio
level.

The revaluation basis and method that you specify will determine the manner in which a
portfolio is revalued.

You can select MTM — EIM method of revaluation for the portfolio that you are defining only if
the following conditions are satisfied:

e The portfolio costing method is not WAC,;
e Revaluation happens at the Deal level;
e The asset (security) is accounted for on accrual basis;

e The accrual method for Discount, Premium and Redemption Premium is Constant
Yield; and

e No Short position is allowed.

Specifying the Revaluation Basis if the Revaluation Method is LOCOM

For portfolios in respect of which you have opted for realized revaluation, and the revaluation
method is ‘LOCOM’ and the costing method is ‘WAC’, you have two options with regard to
revaluation basis (the basis for LOCOM):

e If you choose the LOCOM basis as ‘Acquisition Cost ‘, the revaluation profit is realized
only to the extent of the accumulated realized loss — that is, revaluation profit goes
towards offsetting accumulating revaluation loss.
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e If you choose the LOCOM basis as ‘Holding Cost’, revaluation profit is not recognized,
only the revaluation loss, if any, is realized.

If a portfolio product uses a preference class for which this specification has been made, the
specification is defaulted from the class; you can change the default. If you do so, your
specification here is defaulted to any portfolios using the product.

Realized revaluation using the LOCOM method, with the basis as ‘Acquisition Cost’ is done
only for settled deals.

Revaluation Frequency

The frequency with which a portfolio should be revalued is specified as a portfolio preference.
Once you have indicated the basis and method for revaluation, you can specify the frequency
with which a portfolio should be revalued. The revaluation frequency can be one of the
following:

e Daily

e Monthly

e Quarterly
e Half yearly
e Yearly

Revaluation Start Day

In the case of monthly, quarterly, half yearly or yearly revaluation, you should specify the date
on which the revaluation should be done during the month. For example, if you specify the
date as “307, revaluation will be carried out on that day of the month, depending on the
frequency.

If you want to fix the revaluation date for the last working day of the month, you should specify
the date as "31" and indicate the frequency. If you indicate the frequency as monthly, the
revaluation will be done at the end of every month -- that is, on 31st for months with 31 days,
on 30th for months with 30 days and on 28th or 29th, as the case may be, for February.

If you specify the frequency as quarterly and fix the revaluation date as 31, the revaluation
will be done on the last day of the month at the end of every quarter. It works in a similar
fashion for half-yearly and yearly revaluation frequency.

Revaluation Start Month

If you set the revaluation frequency as quarterly, half yearly or yearly, you have to specify the
month in which the first revaluation has to begin, besides the date on which the revaluation
should be done.

For example, you have selected the half-yearly option and specified the start date as 31 and
the start month as June.

The system will do the first revaluation will be done on 30 June for the period from January 1
to June 30, and the second one on 31 December for the period from 1 July to 31 December.

If the revaluation date falls on a holiday, the revaluation is done as per your holiday handling
specifications in the Branch Parameters screen.

Note

Realized and unrealized revaluation for a portfolio can be done at different frequencies. It
is important to note that if the realized and unrealized revaluation frequencies fall on the
same day, realized revaluation always takes priority over unrealized revaluation.
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For example, today’s working date is 31 January. You have defined realized and unrealized
revaluation for the portfolio. The realized revaluation frequency is monthly and the unrealized
revaluation is daily. On 31 January, only realized revaluation of settled positions in the
portfolio will be done.

Interest Accrual Preferences

The interest on coupon bearing instruments can be accrued over the tenure of the instrument.
As a portfolio preference, you can indicate whether interest should be accrued over the tenure
of coupon bearing instruments that constitute it.

Interest Accrual

Check against this option to indicate that interest should be accrued for coupon bearing
instruments in the portfolio. Leave it unchecked to indicate that accrual is not applicable.

In Oracle FLEXCUBE interest accrual is done for all un-matured securities with primary date
less than the accrual date.

If you specified that interest should be accrued you can indicate accrual preferences like the:

e Accrual frequency
e Accrual start day and
e Accrual start month

Note

You do not specify the interest accrual method while defining preference classes. You can
specify the same at the time you define a securities portfolio.

The accrual preferences that you specify will be made applicable to all portfolio products to
which the preference class is associated.
Accrual Frequency

The frequency at which interest should to be accrued has to be specified as a portfolio
preference. Thus, the interest components of all securities in a portfolio will be accrued at the
same frequency.

The frequency can be one of the following:

e Daily

e Monthly

e Quarterly
e Half yearly
e Yearly

Accrual Start Date

In the case of monthly, quarterly, half yearly or yearly accruals, you should specify the date
on which the accruals have to be done during the month. For example, if you specify the date
as “30", accruals will be carried out on that day of the month, depending on the frequency.

If you want to fix the accrual date for the last working day of the month, you should specify the
date as "31" and indicate the frequency. If you indicate the frequency as monthly, the accruals
will be done at the end of every month -- that is, on 31st for months with 31 days, on 30th for
months with 30 days and on 28th or 29th, as the case may be, for February.
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If you specify the frequency as quarterly and fix the accrual date as 31, the accruals will be
done on the last day of the month at the end of every quarter. It works in a similar fashion for
half-yearly and yearly accrual frequency.

Accrual Start Month

If you set the accrual frequency as quarterly, half yearly or yearly, you have to specify the
month in which the first accrual has to begin, besides the date on which the accruals should
be done.

For example, suppose that you have selected the half-yearly option and specified the start
date as 31 and the start month as June.

The system will do the first accrual on 30 June for the period from January 1 to June 30, and
the second one on 31 December for the period from 1 July to 31 December.

If the accrual date falls on a holiday, the accruals are done as per your holiday handling
specifications in the Branch Parameters screen.

Revaluation Exchange Rate Code

The revaluation profit and loss will be in the currency in which the cash flows are
denominated.

Exchange Rate Code

You can specify the exchange rate code to be used for converting the profit/loss into the local
currency.

Yield Accrual for Deals bought on Par

To handle Yield accruals for deals bought on par, you need to maintain the event YACR and
define the following accounting entries as part of the event:

Accounting Role Amount Tag Dr./Cr. Indicator

SEC PREM EARNED SEC_PREM_ACCR Debit

SEC PREM TBACRD SEC_PREM_ACCR Credit

SEC INT ADJ REC SEC_INTADJ_ACCR | Debit
SEC INT ADJ INC SEC_INTADJ_ACCR | Credit
SEC DISC TBACRD SEC_DISC_ACCR Debit

SEC DISC EARNED SEC_DISC_ACCR Credit

For sale from a long position, you need to maintain the SSLP event and the following
accounting roles and amount tags:

Accounting Role Amount Tag Dr./Cr. Indicator

SEC BRIDGE GL ACCRUED_INT_ADJ Debit

SEC INT ADJ ACCRUED_INT_ADJ Credit
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Processing of the Yield accrual for deals bought on par

First, the system validates the Redemption Premium accrual frequency and Discount
premium accrual frequency which needs to be same at the Portfolio Definition level. This
condition is validated only if the bank level parameter COMMON_YLD_ACCR is set to ‘Yes'.

Secondly, the effect of the redemption premium accrued is included in the NPV calculation
and the Redemption premium accrual is done prior to Discount Premium accrual.

Then, the YACR event is triggered for accrual only if you have maintained the bank parameter
‘COMMON_YLD_ACCR’ as 'Y’ and the security is a bond or a T Bill.

During IRR computation, the acquisition type should also be identified. Acquisition type can
be:

e Discount,
e Premium, or
e Par

The system displays the corresponding amount tags based on the acquisition type.
The NPV is computed as shown below:
NPV = O/S Deal Nominal

+ OIS Interest Accrual

+ O/S Redemption Premium Accrual

+ (Premium TBA — Premium Accrued®)

- (Discount TBA — Discount Accrued*)

+ (Interest Adjustment Accrued Already + Interest Adjustment Accrued*)

Note

While computing NPV the Premium, Discount and Interest adjustment (On par) are mutu-
ally exclusive.

Trading P/L

At the time of sale discount/premium accrued, redemption premium accrued is included for
calculation of the trading profit/loss. While processing SSLP, the system includes trading
profit and loss with following parameters:

e O/S Redemption Premium Accrual
e Un-accrued Premium

e Un-accrued Discount

e OJS Interest Adjustment Accrual
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12.2.1

12. Defining a Deal Preference Class

Introduction

Preferences are the options available for defining the attributes of a deal. Preferences are
based on the type of deal you define such as Bank portfolio buys and sells, customer buys
and sells, standalone lodge and withdraw, safe keeping location (SKL) to SKL transfer and
block securities. The following are some of the preferences that you can define:

e Exchange rate preferences

e The mode of money settlement
e The mode of delivery settlement
e Allowing brokerage

A set of such preferences can be grouped together into what is called in Oracle FLEXCUBE,
a Preference Class. You can maintain several deal preference classes. The preferences that
you define will give a deal distinctiveness unique to the type it represents.

The advantage of Defining a Portfolio Preference Class

While creating a deal product, instead of specifying preferences for each product, you only
need to associate the appropriate deal preference class to the product. All the attributes
defined for the class will be by default, applicable to the deal product. You can change the
preferences that are defaulted, to suit the deal product.

Note

Once defined, a deal preference class can be made applicable to any number of products.

This chapter contains the following sections:

e Section 12.2, "Deal Preferences Class"
e Section 12.3, "Features of the Screen”

Deal Preferences Class

Specifying the Deal Preferences Class

You can invoke the Deal Preference Class Maintenance screen from the Application Browser.
The Deal Preference Class Maintenance Detailed screen is displayed without any details. If
you are setting up a new deal preference class, click ‘New’ from the screen tool bar.
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You can invoke the ‘Securities Deal Product Preference Class Maintenance’ screen by typing
‘SEDXDPCL’ in the field at the top right corner of the Application tool bar and clicking on the
adjoining arrow button.

’ LBL_SEDXDPCL_MAIN - K
[Ey New [ES Enter Query

Class Code * Class Description *
Exchange Rate Type * Rate Type Description
Deal Leg Type *| Bank Portfolio Buys W

Preferences

| Forward Deals Allowed
| Cancellation Allowed

[ SpotDeals Allowed
| Extension Allowed

Rekey Requirements

Automatic Money Brokerage Allowed

e Partial Release Allowed
[ | Automatic Delivery
Seftlement
| Trade Date | Deal Price
| Security 1d Settlement Date
| Portfolio 1d Maney Setlement Date

~ | Mominal/Units

Fields

Maker
Checker

Mod Mo

Date Time:

Date Time:

Record Status

Authorization Status

After you have defined a deal preference class, click save icon from the tool bar to save the
record. Click ‘Exit’ to exit the screen. You will be returned to the Application Browser.

Features of the Screen

This section contains the following topics.
e Section 12.3.1, "Identifying a Deal Preference Class"
e Section 12.3.2, "Exchange Rate Type"
e Section 12.3.3, "Brokerage Allowed"
e Section 12.3.4, "Automatic Money Settlement "
e Section 12.3.5, "Extension Allowed"
e Section 12.3.6, "Rekey Requirements"
e Section 12.3.7, "Specifying Other Preferences"

Identifying a Deal Preference Class

Class Code

In Oracle FLEXCUBE, each Deal Preference Class that you maintain is identified by a unique
ten-character code called a Class Code. You can follow your own convention for devising this
code, however, one of the characters of the code should necessarily be a letter of the English
alphabet.

Description

You can specify a short description that will enable you to identify the deal preference class
easily.
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The short description that you specify is for information purposes only and will not be printed
on any customer correspondence.
Deal Leg Type

Each deal type has characteristic features that are unique to the type. Certain deals also have
two legs, a buy and a sell leg. A deal preference class that you set up can cater to a particular
leg (buy or sell) of a deal. You can indicate the deal leg type for which you are setting up
preferences.

You can select one of the following from the picklist:

e Bank sell

e Bank buy

e Customer sell

e Customer buy

e Standalone lodge

e Standalone withdraw

e SKL to SKL transfer

e Block securities
By indicating the leg type, you restrict the application of the class to products of the same type.
For instance, you can associate a Deal Preference Class of the Leg Type Bank sell, only with
products that cater to the selling of securities by the bank.

Exchange Rate Type

You can specify the exchange rates that are to be used when a deal involving a foreign
currency, is processed. This is done, by specifying the Rate Type to be used in a deal.

When a deal involves a currency conversion, the Rate Type that you defined will be picked
up by default and applied. This defaulted rate type can be changed at the time of processing
a deal.

You can define an exchange rate variance (the upper and lower limit), within which the
exchange rate can differ from the rate type that is defaulted.

Brokerage Allowed

You can choose to allow or disallow brokers, for a deal that you enter. Brokerage is applicable
only for bank buy or sell type of deals. As a preference, you can indicate whether brokerage
is applicable to the class you are defining. If you allow brokerage, you can enter deals that
may or may not involve brokers. If you disallow brokerage for the product, then the product
cannot be associated with deals that are struck through a broker.

To allow brokers, check against this option. To disallow brokers, leave it unchecked.

When a deal involving a broker is processed, the brokerage applicable to the broker will be
picked up and applied from the Brokerage maintenance.

Automatic Money Settlement

Money settlement for security deals can be liquidated automatically or manually. While setting
up a deal preference class, you can indicate the mode of money settlement. It could be one
of the following:

e Manual
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e Automatic

Check against this option, to indicate that money settlement should be automatic. Leave it
unchecked to indicate manual settlement.

If you specify the automatic mode of money settlement, deals involving a product to which the
class is applied will be automatically settled, on the settlement date.

If the money settlement date falls on a holiday

If the money settlement date of a deal falls on a holiday, the deal will be settled depending on
your specifications, in the Branch Parameters screen.

Extension Allowed

You can choose to allow extension of the Settlement Date for deals involving a product to
which, a preference class is applied. Check against this option, to allow extension of the
settlement date. Leave it unchecked to disallow extension.

This feature is useful when you need to extend the settlement date for the deal. You need not
enter a new deal for the extension period but simply amend the settlement date of the deal to
a future date.

For example, the settlement date of a deal is 1 April. You need to extend the settlement date

of the deal by two days. If you have allowed extension of deal for the product, you can settle
the contract on 3 April.

Rekey Requirements

All operations on a deal, (input, amendment, modification, etc.) have to be authorised by a
user other than the person who carried out the operation. They need to be authorized before
the End of Day operation commences. Authorization is a method of checking the entries made
by a user.

As a cross-checking mechanism to ensure that the right deal is invoked for authorization, you
can specify that the values of certain fields should be entered, before the other details are
displayed. The complete details of the deal will be displayed only after the values to these
fields are entered. The fields for which the values have to be given are called the re-key fields.

You can specify any or all of the following as re-key fields:

e Trade date

e Security ID

e Deal price

e Settlement date

e Portfolio ID

e Money settlement date
e Nominal/Units

If no re-key fields have been defined, all details of the deal will be displayed when the
authorizer calls the deal for authorisation. The re-key option also serves as a means of
ensuring, the accuracy of inputs.

For example, suppose that a user enter a deal to sell 100 units of a bond that belongs to the

customer portfolio PFO1. The deal involves a product for which the re-key field assigned is the
Portfolio ID.
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Now, the user makes a mistake and enters the Portfolio ID as PF02.

The authorizer selects the deal for authorization and indicates the re-key field of Portfolio ID
as PFO1. The details of the deal will not be displayed.

When this happens, the authorizer can inform the user of the mistake and it can be rectified.

The deal details will not be displayed if:

e The value in the field that has to be rekeyed, has been entered wrongly at the time of
deal definition.

e The re-key value is entered wrongly at the time of authorisation.
It could also be that the user had correctly captured the Portfolio ID as PFO1 but the authorizer
made an error while entering the re-key value. In such a case also, the details of the deal will
not be displayed for authorisation.

Specifying Other Preferences

Besides the above preferences, you can also specify the following:

e Forward deals allowed — whether forward deals can be entered into, by using a product
to which the class is applied

e Cancellation allowed — whether deals entered using a product, to which the class is
associated, can be cancelled

e Spot deals allowed — whether spot deals can be entered using a product, to which the
class is applied

e Partial release allowed — whether partial delivery of securities is allowed, for the deals
involving a product, to which the class is applied. This preference is applicable only if
the leg type that you selected is Block securities.
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13. Security Restriction Classes

Introduction

From the head office of your bank, you can establish certain controls over the securities that
your branches trade in. These controls can be achieved by specifying restrictions. In Oracle
FLEXCUBE, you can define security restrictions of the following types:

e Securities restrictions specific to the portfolios that you maintain
e Security restrictions specific to the deals that you enter into

You can maintain several sets or classes of each type of security restriction. Thus, you can
maintain several classes of security restrictions for portfolios, and several classes for deals.

You can associate these classes of security restrictions, to the respective portfolio products
and the deal products that you maintain. In other words, you indicate that:

e A portfolio product cannot be used to trade in specific securities
e A deal product cannot be used to trade in specific securities

The Advantage of Defining Security Restrictions as Classes

The advantage of defining restriction classes is that, at the time of creating portfolio and deal
products, you do not have to repeatedly define security restrictions for each product. You only
need to associate a product with a restrictions class that you have maintained. The product
acquires all the attributes defined for the Security Restrictions Class, that you associate it
with.

By maintaining classes, you also give yourself the flexibility of applying the same restrictions
class to several products.

Security Restrictions

This section contains the following topics:
e Section 13.2.1, "Specifying the Security Restrictions"
e Section 13.2.2, "ldentifying a Security Restrictions Class"
e Section 13.2.3, "Security Restriction"
e Section 13.2.4, "Security Access"

Specifying the Security Restrictions

You can maintain security restrictions in the Security Restrictions Class Maintenance screen,
This is invoked from the Application Browser. If you are maintaining details of a new security
restrictions class, or click new icon from the toolbar. The Security Restrictions Class
Maintenance screen is displayed without any details.

You can invoke the ‘Security Restrictions Class Maintenance’ screen by typing ‘SEDXSRCL’
in the field at the top right corner of the Application tool bar and clicking on the adjoining arrow
button.

If you are calling a Security Restrictions Class record that has already been defined, choose
the Summary option of the Security Restrictions Class on the Application Browser.
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On the Summary screen, double-click on a class to open it.

& Securities Restrictions Class Maintenance
ELNew 3 Enter Query

Class Code * Description *

Module *
Module description

Security Restriction Category restriction Allowed
10f1 # Disallowed
L] Code Description i
O
i [T ¢
Security Access
10f1
[ securityld Security Description Product Restriction Type &

O

Fields

Maker Date Time:

Checker
Date Time:

Mod Mo Record Status
Authorization Status

Identifying a Security Restrictions Class

A Security Restrictions Class is identified with a uniqgue Code and a Description.

Class Code

In Oracle FLEXCUBE, every Security Restrictions Class that you maintain, is identified by a
unique ten-character code called a Class Code.

Description

You can briefly describe the Class that you are maintaining. The description helps you identify
a class when you create a product. The description is for information purposes only and will
not be part of any customer correspondence.

When maintaining a Security Restrictions Class, you have to specify the module for which you
are maintaining the class. A class can be maintained either for the Securities (Portfolio)
module or for the Securities (Deal) module. This is because, a restrictions class maintained
for one module would be unsuitable for another. For instance, you can choose to allow deals
in some securities, but disallow the same securities in a portfolio.

Restriction Type
You can specify security restrictions in the form of an allowed or a disallowed list.
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You cannot deal in security products that are not listed in the allowed list of Security
Restrictions Class. If you have maintained a disallowed list for a class, security products that
do not figure in it can be involved in deals linked to the product (to which you associate the
restrictions class).

You can indicate if you are maintaining an allowed or a disallowed list type by choosing the
appropriate option under this field.

Security Restriction

A security restriction class identifies a unique list of allowed or disallowed security products.

Code

It represents the list of Security Product Code maintained under Securities Security Product
Definition. Click add icon to display the list of Security Product Code through its option list
which has been maintained under Securities Security Product Definition. You have to select
one which you want to move to Allowed/Disallowed list.

Description

It is the Description of Security Product Code that you choose to Allowed/Disallowed list.

Exempting specific securities from a list

You can exempt specific securities, involving a securities product that you have listed, in the
Allowed/Disallowed restrictions list.

Security Access

Security Identification

It is the Internal Security Id for which Security Product has been maintained under Securities
Security Product Definition.

Product

It is the Security Product Code that has been maintained under Securities Security Product
Definition.

Security Description

It is the description of Security Identification.

Click add icon to display the list of Security Ids through its option list which has been
maintained under Securities Security Product Definition. You can choose to move them to the
Allowed / Disallowed List.

For example, suppose that you have maintained a Securities Product for Short Term Zero
Coupon Bonds. You assigned the product a code SZC1. You have entered five zero coupon
bonds under this product, with the following Security IDs: SEC01, SEC02, SEC03, SEC04,
and SECO05.

You are maintaining a Securities Restrictions Class, SE_CUS_PRL1. You include SZC1 in the
Allowed list that you maintain for the class. By default, all securities entered against this
product will be allowed.

Requirement:

Assume that you would like to disallow a specific security, SECO5.

All securities maintained under the different security products will be displayed in the Security
ID, column under Security Access.
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Highlight the security SECO05 in the Security ID column.
In the Restriction Type column corresponding to SEC05, choose the Disallowed option.

Result:

When you associate the restrictions class SE_CUS_PR1 with a portfolio product, say CPO1,
you can deal in all securities involving SZC1, except the security SECO05.
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14. Maintaining Portfolio Restriction Classes

Introduction

From the head office of your bank, you can establish certain controls over the portfolios that
your branches can trade in. These controls can be achieved by specifying restrictions.

A set of restrictions can be grouped together, is called a Restriction Class in Oracle
FLEXCUBE. You can maintain several portfolio restriction classes.

The Advantage of Defining Restrictions as Classes

While creating a product, instead of specifying restrictions for each product, you need to only
associate the appropriate portfolio restriction class, to the product. All the attributes defined
for the class will be applicable to the product. These defaulted restrictions can be changed to
suit the product.

Thus, you need not define restrictions for each product that you create.

Note

Once defined, a portfolio restriction class can be made applicable to any number of prod-
ucts.

Portfolio Restriction Classes

This section contains the following topics:

e Section 14.2.1, "Specifying the Portfolio Restriction Classes"
e Section 14.2.2, "Portfolio Access"

e Section 14.2.3, "Viewing Securities - Portfolio Safe Keeping Location Balances
Summary"

e Section 14.2.4, "Viewing Securities - Portfolio Safe Keeping Location Movements
Summary"

Specifying the Portfolio Restriction Classes

You can invoke the Portfolio Restriction Class Maintenance screen from the Application
Browser. If you are maintaining details of a new portfolio restriction class, click new icon on
the tool bar. The Portfolio Restrictions Class Maintenance screen is displayed without any
details.

To invoke the ‘Securities deal Portfolio Restrictions Class Maintenance’ screen, type
‘SEDXPRCL’ in the field at the top right corner of the Application tool bar and click on the
adjoining arrow button.

If you are calling a Portfolio Restriction Class record that has already been defined, choose
the Portfolio Restriction Class Maintenance Summary screen.
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From the Summary screen, double-click a class to open it.

0 Securities Corporate Action Maintenance Redemption
EaNew 3 Enter Query

Class Code * Class Code Description *
Maodule * 5D
Module Description  Securities Deal Module

Portfolio Restriction Restriction Type Allowed
10f1 # Disallowed
[] ProductCode  Preduct Code Description o
O

Portfolio Access
1071

L] Partfalio Id Product Product Description Restriction Type o
O

Maker Date Time:
Checker
Date Time:

Mod No Record Status
Authorization Status

Class Code

In Oracle FLEXCUBE, each portfolio restriction class that you maintain is identified by a
unique ten-character code called a Class Code. You can follow your own convention for
devising this code, however, one of the characters of the code should necessarily be a letter
of the English alphabet.

Description

You can specify a short description that will enable you to identify the portfolio restriction class
easily.

The short description that you specify is for information purposes only and will not be printed
on any customer correspondence.

Module

A portfolio restriction class that you maintain has to be for specific to a module in Oracle
FLEXCUBE. This is because a class that is maintained for one module would be unsuited to
another. For instance, you may choose to allow trading in securities in some branches, but
disallow these branches from loan facilities.

Restriction Type
You can specify portfolio restrictions in the form of an allowed, or disallowed list.
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14.2.2

14.2.3

When you associate a restriction class with a product, the portfolios that do not figure in the
allowed list cannot be traded with. If you have maintained a disallowed list, portfolios that do
not figure in the list can be involved in deals linked to the product.

You can indicate whether you are maintaining an allowed or a disallowed list type, by
choosing the appropriate option under this field.

Exempting Specific Portfolios from a List

You can exempt specific portfolios from the restriction specified for the product with which it
is associated. Click add icon and select a portfolio code from the picklist. You can choose to
Allow or Disallow the portfolio that you have selected by choosing the appropriate option
under Restriction Type.

Click delete icon to remove a portfolio from the list.

For example, suppose that you have maintained a Portfolio Product to cater to Bank
Portfolios. You assigned the product, a code PFO1. You have entered five bank portfolios
under this product, with the following Portfolio IDs: P0O01, P002, P0O03, P004, and P005.

You are maintaining Portfolio Restrictions for the product and include PF01 in the Allowed list.
By default, all portfolios entered against this product will be allowed.

Requirement:

However, you would like to disallow a specific portfolio, POO5.

Click add icon and select the ID of the Portfolio PO05 from the picklist.

In the Restriction Type column corresponding to PO05, choose the Disallowed option.
Result:

When you associate the restriction class with a product, you can deal in all portfolios involving
PFO1, except the portfolio PO05.

Portfolio Access

Portfolio Identification

Itis the Internal Security Id for which Security Portfolio has been maintained under Securities
Security Portfolio Definition.

Product

It is the Security Portfolio Code that has been maintained under Securities Security Portfolio
Definition.

Portfolio Description
It is the description of portfolio identification.

Viewing Securities - Portfolio Safe Keeping Location Balances Summary

You can view the portfolio safe keeping location balances of securities in the 'Securities -
Portfolio Safe Keeping Location Balances Summary' screen. You can invoke this screen by
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typing 'SESXPFSB' in the field at the top right corner of the Application tool bar and clicking
on the adjoining arrow button.

Securities - Portfolio Safe Keeping Location Balances

@ Search @t Advanced Search 49 Reset

Authorization Status I . Record Status I .

Branch Code b Partilio b
Securityld b

Records perpage 10f1

Authorization Status  Record Status  Branch Code  Porfoliold  Porffolio Description  Portfolio Reference Partfalio

| >

m

In the above screen, you can base your queries on any or all of the following parameters and
fetch records:

e Authorization Status
e Branch Code

e Record Status

e Portfolio Id

e Security Id

Select any or all of the above parameters for a query and click 'Search' button. The records
meeting the selected criteria are displayed.

If you are allowed to query, then system displays the following details pertaining to the fetched
records:

e Authorization Status

e Record Status

e Branch Code

e Portfolio Id

e Portfolio Description

e Portfolio Reference

e Portfolio Customer Id
e Customer Name

e Security Id

e Security Description
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e Security Currency

e Currency Name

e Safe Keeping Location Id
e SK Location Description
e Safe Keeping Location Account
e Security Form

e Current Position

e Current Holdings

e Opening Position

e Opening Holdings

e Portfolio Type

14.2.4 Viewing Securities - Portfolio Safe Keeping Location Movements Sum-
mary

You can view the portfolio safe keeping location balances of securities in the 'Securities -
Portfolio Safe Keeping Location Movements Summary' screen. You can invoke this screen by
typing 'SESXPSMV" in the field at the top right corner of the Application tool bar and clicking
on the adjoining arrow button.

Securities - Portfolio Safe Keeping Location Movements Summary

E} Search @t Advanced Search :LJ Resat

Branch Code @ Value Date @
Portoliold b Secuy =

Records per page 10f1 i

Branch Code  ValueDate  Portfoliold  Portfolio Description  Porffolio Reference Securityld  Security Description

m

In the above screen, you can base your queries on any or all of the following parameters and
fetch records:

e Branch Code
e Value Date
e Portfolio Id
e Security Id
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Select any or all of the above parameters for a query and click 'Search' button. The records
meeting the selected criteria are displayed.

If you are allowed to query, then system displays the following details pertaining to the fetched
records:

Branch Code

Value Date

Portfolio Id

Portfolio Description
Portfolio Reference
Security Id

Security Description
Security Currency

Safe Keeping Location Id
SK Location Description
Safe Keeping Location Account
Balance Type

Opening Balance
Closing Sec Balance
Movements As Of Today

14-6

ORACLE’



15. Defining Attributes of a Securities Product

15.1 Introduction

A Security Product is a category or a type of security. For instance, you can define short term
zero coupon bonds in the local currency, as a product in Oracle FLEXCUBE. Similarly, you
can define Rights as a product. A security product, thus, serves to classify the securities that
you deal in.

In this chapter, we shall discuss the manner in which you can define attributes specific to a
Securities (SP) product.

You can create a securities product in the SP Product Definition screen, invoked from the
Application Browser. In this screen, you can enter basic information relating to a SP product
such as the Product Code, the Description, etc.

You can invoke the ‘Securities Security Product Definition’ screen by typing ‘SEDSEPRD’ in
the field at the top right corner of the Application tool bar and clicking on the adjoining arrow
button.

& Security Product - X

[E3 New [ES Enter Query

Product Code # Exchange Rate Variance (%)
Product Description * Override Limit *
Product Type * Stop Limit *
Description Rate Code *I—V
Slogan Rate Type *

Product Group *
Product Group Description
Start Date
End Date
Remarks

Branch Currency | Customer | Preferences | Interest | MIS | Fields

Maker Date Time:

Checker
Date Time:

Mod Mo Record Status
Authorization Status

For any product you create in Oracle FLEXCUBE, you can define generic attributes, such as
branch, currency, and customer restrictions, interest details, tax details, etc., by clicking on
the appropriate icon in the horizontal array of icons in this screen. For a Portfolio product, in
addition to these generic attributes, you can specifically define other attributes. These
attributes are discussed in detail in this chapter.

You can define the attributes specific to a Portfolio product in the SP Product Definition Main
screen and the SP Product Preferences screen. In these screens, you can specify the product
type and set the product preferences respectively.

For further information on the generic attributes that you can define for a product, refer the
following Oracle FLEXCUBE User Manuals:
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15.2

15.2.1

15.3

15.3.1

e Products
e Interest
e User Defined Fields

e Settlements

This section contains the following topics:
e Section 15.2, "Product Type"
e Section 15.3, "Preferences for a Product”
e Section 15.4, "Coupon Processing"
e Section 15.5, "Capturing Interest Details"

Product Type

The product type identifies the basic nature of a product. A securities product that you create,
can belong to any one of the following types:

e Bonds
e Zero Coupon Bonds

e Equities
e Rights
e Warrants

Exchange Rate Variance

You can define the market price variance that you would like to allow for a security product.
This variance is expressed in terms of a percentage.

For a special customer or in special cases, you may want to use an exchange rate (a special
rate) that is greater than the exchange rate maintained for a currency pair. The variance is
referred to as the Exchange Rate Variance.

When creating a product, you can express an Exchange Rate Variance Limit in terms of a
percentage. This variance limit would apply to all portfolios associated with the portfolio
product.

The Override Limit

If the variance between the default rate and the rate input varies by a percentage that is
between the Override Limit and the Rate Stop Limit, you can save the transaction (involving
the portfolio) by providing an override.

Stop Limit

If the variance between the default rate and the rate input varies by a percentage greater than
or equal to the Rate Stop Limit, you cannot save the transaction involving the portfolio.

Preferences for a Product

Specifying Preferences for a Product

Preferences are the options that are available for defining the attributes of a product. The
preferences that you define for a product will be inherited by all securities that are associated
with the product.
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15.4

Click ‘Preferences’ button to invoke the ‘Preferences’ screen. Through this screen, you can
define preferences for the product you are creating.

& Security Preferences - X
Product Code * Product Description
Class Code Default From Class
Class Description
Security Type Holiday Check Required Interest Type b
Market Of Issue Call Option Restricted
Market Description Put Option Covered
Renounceable Redemption Type l—v Convertible
[ | Fractional Quantity Allowed Minimum Tradable Voting Rights
Decimals Quantity Bankers Acceptance
Lot Size Tenor Unit v §
Quantity Quotation |14 al v
Registered/Bearer I istered W Minimum )
-~ i Price Quatation al Price v
Form Type I Base v Maximum
¥ Price Code Interest Quotation g
Caollateral Type
Auto Initiation of Corporate P tode Descrption
Action
Coupon Processing
Actual Value Date | v Coupon Plotting ~ Coupon Date
Amendment Limit
Floating Rate Fixing | Limits E

When defining a product, you can choose to specify preferences for the product by the
following methods:

e Associating the product with a Security Preference Class.

e By defining these preferences specifically for the product.
If you would like to associate a Security Preference Class to a product, choose ‘Default from
Class’ button from the Security Product Preferences screen. A list of the Security Preference
Classes that you have maintained will be displayed. Choose the preference class that is
applicable to the product that you are creating.
Click ‘Floating Rate Fixing’ button to display Floating Rate Fixing Parameter screen.
For detailed information on this screen refer to the section, ‘Specifying the Interest Rate
Revision Frequency’ in the chapter, ‘Defining Security Preference classes’ of this User
Manual.

Click ‘Limits’ button to display Currency Wise Limits screen.

For detailed information on this screen, refer to the section ‘Defining deal limits for a
preference class’ in the chapter, ‘Defining Security Preference classes’ of this User Manual.

For detailed information on each of the attributes please refer to the chapter called Defining
Security Preference classes.

Coupon Processing

Coupon Plotting
You can specify whether coupon events that fall on holidays should be shifted forward or

backward. You can also choose not to change the event date even if it is a holiday.
In the Coupon Plotting Holiday Treatment field, you can select from the following options:

e Forward
e Backward
e Ignore
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The choice that you make here defaults to the specific securities that you define under this
product.

Irrespective of the holiday treatment specified by you, the system will not perform any holiday
adjustment if, in the Product Event Accounting Entries Maintenance, you select ‘No’ as the
Holiday Treatment parameter. A more detailed explanation is available in the Products
manual.

If the forward/backward shift in a coupon event date entails a movement across months, then
the event date will be guided by whether you have allowed / disallowed movement across
months in the Branch Parameters screen.

For more details and an example, refer to the chapter on Bank and Branch Parameter
Maintenance in this manual.
Accounting Value Date

Interest calculations and accruals are done till the coupon event date. However, if the coupon
event date is a holiday, you can specify whether the actual processing of accounting entries
should be shifted forward / backward. You can also choose that the accounting entries shall
be passed as of the coupon processing date itself, even though it is a holiday.

In the Acct Val Dt Holiday Treatment screen, you can select from the following options:
e Forward
e Backward
e Ignore

The choice that you make here defaults to the specific securities that you define under this
product.

If the forward/backward shift in an accounting value date entails a movement across months,
then the value date will be guided by whether you have allowed/ disallowed movement across
months in the Branch Parameters screen.

A coupon event date falling on a holiday may itself be shifted to the previous or following
working day. In that case, holiday treatment for the accounting value date becomes irrelevant.

For more details and an example, refer to the chapter on Bank and Branch Parameter
Maintenance in this manual.
Coupon Date Amendment Limit

For continuous coupon schedules, the coupon payment dates are automatically populated
according to the coupon frequency that you specify while defining a security. You can amend
these dates within the limit that you specify in the Coupon Date Amendment Limit field.

For more details on changing coupon dates for continuous schedules, refer to the Securities
Online chapter in this manual.
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155.1

15.5.2

Capturing Interest Details

Click ‘Interest’ button and invoke the following screen.

4 Interest Details - X

Product Code Product Description

Component Details

1 0f 1 Dietault From Class

Stop Association
Component *

Component Description

Interest Details

Leqg Type I v Accrual Required
Primary Interest Coupon
Event Details Rate Type |Fixed W
Event For Association Floating Rate Type I LY
Event Description Flat Amount Per Unit
Basic Amount Tag
Description
Amount Category
Rate Details
Default Rate Code Rate Code Description
Default Rate Source Rate Source Description
Default Tenaor Tenor Description

Other Details

Default Waiver Allow Rate Type
Amendment

Allow Rate Amend

Amend After Association

Allow Rate Code
Amendment

Rates

This section contains the following topics:

e Section 15.5.1, "Specifying Interest Type Details"
e Section 15.5.2, "Specifying Event Details"

Specifying Interest Type Details

While building an Interest Component, you can define

e Primary Interest - Applicable only for Securities Module
e Coupon — Applicable only for Securities Module

Specifying Event Details

Events and the Basis Amount

The term Event can be explained with reference to a deal. A deal goes through different
stages in its life cycle, such as:

e Deal Booking

e Money Settlement of Deal
e Reversal of Deal

e Cancellation of Deal
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155.2.1

Each stage is referred to as an Event in Oracle FLEXCUBE.

The event at which you would like to associate the interest component, being defined, to a
contract is referred to as the Association Event.

The basis on which an interest is calculated is referred to as the Basis Amount. For instance,
a coupon can be on the basis of the current face value of a security. When building an interest
class, you have to specify the tag associated with the Basis Amount.

Accrual Required

You can choose to accrue the interests due on a contract. To accrue the interest payable on
a contract, choose the ‘Accrual Required’ option.

Rate Type

The interests paid on contracts can be at a Fixed Rate, or on the basis of a Floating Rate. If
you indicate that interests should be calculated on the basis of a Floating Rate, you must
specify the ‘Periodic’ Floating Rate Type.

For all contracts maintained under products, associated with a class, the interest will be by
default calculated using the specified Rate type.

Specifying Rate Details

Default Rate Code

Interest payable on contracts would be calculated at specific rates. When building an interest
component, you have to specify the rate at which the interest should be computed. When
associating a rate code (that you have maintained in the Rate Codes Maintenance screen)
with the interest component that you are building, the rates corresponding to the code will be
used to compute interest.

When maintaining a contract, you can choose to waive the rate code altogether or amend the
properties of the code to suit the security.

If you allow amendment of a rate code, you can specify if you would like to allow rate code
amendment after the association event.

You can also allow the amendment of the rate value (corresponding to a rate code).

Default Tenor

Each rate code is associated with a tenor. For instance you have a Rate Code ‘LIBOR’. You
can link any number of tenor codes to the same rate code.

Tenor Code Description

1w One week rate
2W Two week rate
2M Two months rate
6M Six months rate
1Y One year rate

When building an interest component, you can specify a Tenor Code that you would like to
associate, with the Floating Interest Rate Code. Interests for contracts (maintained under a
product) will be calculated using the rate corresponding to the Rate Code and the Tenor
Code.
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16. Defining Attributes of a Portfolio Product

Introduction

In this chapter, we shall discuss the manner in which you can define attributes specific to a
Securities Portfolio product.

You can create a securities portfolio product in the Securities Portfolio Product Definition
screen, invoked from the Application Browser. In this screen, you can enter basic information
relating to a Portfolio product such as the Product Code, the Description, etc.

You can invoke the ‘Securities Portfolio Product Definition’ screen by typing ‘SEDPFPRD’ in
the field at the top right corner of the Application tool bar and clicking on the adjoining arrow
button.

4 Main - X
[E3 Mew [E3 Enter Query
Product Code * Exchange Rate Variance (%)
Product Description * Owerride Limit *
Product Type * Stop Limit *
Description Rate Code *I—V
Slogan Rate Type *

Product Group *
Product Group Description
Start Date
End Date
Remarks

Accounting Role | Ewvents | Branch Currency | Customer | Instrument | Preferences | Charges | Tax | MIS | Fields =

Maker Date Time:

Checker
Date Time:

Mod Mo Record Status
Authorization Status

For any product you create in Oracle FLEXCUBE, you can define generic attributes, such as
branch, currency, and customer restrictions, interest details, tax details, etc., by clicking on
the appropriate icon in the horizontal array of icons in this screen. For a Portfolio product, in
addition to these generic attributes, you can specifically define other attributes. These
attributes are discussed in detail in this chapter.

You can define the attributes specific to a Portfolio product in the SP Product Definition Main
screen and the SP Product Preferences screen. In these screens, you can specify the product
type and set the product preferences respectively.

For further information on the generic attributes that you can define for a product, refer the
following Oracle FLEXCUBE User Manuals under Modularity:

e Product Definition
e Interest
e User Defined Fields
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16.2

16.3

e Settlements

Product Type

The first attribute that you define for a portfolio product is its type. You can broadly classify
portfolio products into three types:

e Customer Portfolio
e Bank Portfolio
e |Issuer Portfolio

If the bank issues securities (e.g., Central Bank issuing government bonds), it can maintain a
portfolio for the securities it issues. This is an Issuer Portfolio. Under each product type you
can create any number of products.

This chapter contains the following section:

e Section 16.2, "Exchange Rate Variance"
e Section 16.3, "Indicating ‘Preferences’ for a Product"

Exchange Rate Variance

For a special customer, or in special cases, you may want to use an exchange rate (a special
rate) that is greater than the exchange rate maintained for a currency pair. The variance is
referred to as the Exchange Rate Variance.

When creating a product, you can express an Exchange Rate Variance Limit in terms of a
percentage. This variance limit would apply to all portfolios associated with the portfolio
product.

Override Limit

If the variance between the default rate and the rate input varies by a percentage that is
between the Override Limit and the Rate Stop Limit, you can save the transaction (involving
the portfolio) by providing an override.

Stop Limit

If the variance between the default rate and the rate input varies by a percentage greater than
or equal to the Rate Stop Limit, you cannot save the transaction involving the portfolio.

Indicating ‘Preferences’ for a Product

Preferences are the options that are available to you for defining the attributes of a product.
The following are examples of portfolio preferences.

e The Preferred Costing Method (Weighted Average, Deal Matching, FIFO, FILO)

e The Revaluation details (Basis, LOCOM Basis, Method, Frequency, and Start Date)
e The Forward Profit and Loss Accrual details

e The Premium/Discount Accrual details

e The Redemption Premium Accrual details

e Corporate Action Notice details

All portfolios maintained under a portfolio product will inherit the preferences that you define
for the product.

Click ‘Preferences’ button to invoke the Portfolio Product Preferences screen. In the two tabs

(titled ‘Main’ and ‘Details’) in this screen, you can define preferences for the product that you
are creating.
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The preferences that you can specify are spread over two screens:

The Main preference screen

The Detail preferences screen

4 Portfolio Preferences

Main

Product Code

Class Code
Description

Other

Processing
Auto Liquidate For
Corporate Actions

Corpus Account

Short Position Allowed
Accrue Withholding Tax For

Coupons

| Bankers Acceptance Issue
Repo On Today's Projected

Holdings

Book Discount/Premium
Accounting Basis | ~
Corporate Action Notice

Corporate Notice Action

Required
Natice Day

Motice Day Type I (¥l

Portfolio Type

Portfolio Type

Contra Holding

Contra Holding Validation I v

Product Description
Treasury Bill Accrual Holdings Statement
| Accrue Discount For
Treasury Bills
Accrual Frequency | v Holding Frequency
Accrual Start Day Holding Start Day
Accrual Start Month I W Holding Start Month
Accrue Withholding Tax For s
T Bill Disc Rekey For Authorization

Purchase Interest Required

Wipe Deal Purchase | v

Interest Rekey Fields

Costing Method

Costing Method I v

Transaction Statement

Book Intrinsic Value
Statement of Transaction

Required
Transaction Frequency | v

Transaction Month I v

Transaction Start Day

Default From Class

Statement of Holdings
Required
v

—

Yes

Portfolio 1d
Portfolio Customer
Porifolio Currency

Warrants
Rights

The ‘Main’ Portfolio Product Preferences screen.

Specify the following details:

Accrual Method

The accrual method refers to the method to be used to calculate the amount of premium or
discount to be accrued. Select the accrual method from the adjoining drop-down list. This list

displays the following values:

30(Euro)/360
30(US)/360
Actual/360
30(Euro)/365
30(US)/365
Actual/365
30(Euro)/Actual
30(US)/Actual
Actual/Actual
30(Euro)/364
30(US)/364
Actual/364
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Note

The values of accrual method maintained in this screen get defaulted in portfolio creation
for the selected product.

The ‘Other’ Portfolio Product Preferences screen.

4 Portiolio Preferences - X
Product Code Product Description
Class Code Defauli From Class
Description
Main el
Premium/Discount Limits Tracking Interest Accruals
Accrue Premium Bonds I 2 Interest Accruals
Accrue Discount Equities | v Accrual Frequency v
Accrual Method | v Rights Iiv Accrual Start Day
Accrual Freguency | ~ Warrants I | Accrual Start Month (¥4
ftgu stnDay Treasury Bills I o Forward Profit & Loss Accrual
Accrual Start Month I ~
. Revaluation of Positions Forward ProfitLoss Accrual
Accrue Premium Method | W s TrHNE li"
Accrue Discount Method I % | Revaluation of Seflled feeEeme
Positions Accrual Frequeny [ W
Redemption Premium | Revaluation of Unsettied Acerual Start Day
Positions
|| Accrue Redemption Flag Revaluation Method I v Acauat Siad Month it
Accrual Method I = Revaluation Frequency I—V Revaluation Exchange Rate Code
Acerual Frequency | ¥ Revaluation Start Day Exgiangs Rals Typs
Accrual Start Day Revaluation Start Month I [ Description
Accrual Start Month I v Reatized Revaluaion

Revaluation Methad | v
LOCOM I v
Revaluation Frequency | LV

Revaluation Start Day

Revaluation Start Month I W

When defining a portfolio product, you can choose to specify preferences for the product,
either by

e Associating the product with a Portfolio Preference Class that you have defined
e Entering your preferences specifically for the portfolio product

If you would like to associate a portfolio preference class to a product, choose ‘Default From
Class’ button in the Portfolio Product Preferences screen. A list of the Portfolio Preference
Classes that you have maintained will be displayed. Choose the preference class that is
applicable to the product that you are creating.

For detailed information on each of the attributes, please refer to the chapter called
‘Maintaining a Portfolio Preference Class’ of this User Manual.
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17. Defining Attributes of a Deal Product

Securities Deal Product

In this chapter, we shall discuss the manner in which you can define attributes specific to a
Securities (SP) Deal product.

This section contains the following topics:
e Section 17.1.1, "Defining Securities Deal Product"
e Section 17.1.2, "Product Type"
e Section 17.1.3, "Exchange Rate Variance"
e Section 17.1.4, "Specifying Preferences for a Product"
e Section 17.1.5, "Specifying User Defined Fields"
e Section 17.1.6, "Specifying accounting entries for KEST computation”

Defining Securities Deal Product

You can create a securities deal product in the SP Product Definition screen, invoked from
the Application Browser.

You can invoke the ‘SD Product Definition’ screen by typing ‘SEDDLPRD’ in the field at the
top right corner of the Application tool bar and clicking on the adjoining arrow button.

In this screen, you can enter basic information relating to a SP product such as the Product
Code, the Description, etc.

4 Product Definition =
[Ey New B3 Enter Query

Product Code * Exchange Rate Variance (%)
Product Description * Owerride Limit *
Product Type * Stop Limit *
Description Rate Code *I S
Slogan Rate Type *
Product Group *
Description
Start Date
End Date
Remarks

Accounting Reles | Events | Branch Currency | Customer | Instrument | Portfolio Restrictions | Preferences | Charges | =

Tax | MIS | Fields | Market Details

Maker Date Time:

Checker
Date Time:

Mod Mo Record Status
Authorization Status

For any product you create in Oracle FLEXCUBE, you can define generic attributes, such as
branch, currency, and customer restrictions, interest details, tax details, etc., by clicking on
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17.1.2

17.1.3

17.1.4

the appropriate icon in the horizontal array of icons in this screen. For a Portfolio product, in
addition to these generic attributes, you can specifically define other attributes. These
attributes are discussed in detail in this chapter.

You can define the attributes specific to a Portfolio product in the SP Product Definition Main
screen and the SP Product Preferences screen. In these screens, you can specify the product
type and set the product preferences respectively.

For further information on the generic attributes that you can define for a product, please refer
the following Oracle FLEXCUBE User Manuals under Modularity:

e Product Definition

e Interest

e User Defined Fields
e Settlements

Product Type

An important detail in defining a product is to specify the type of product you are creating. The
product type identifies the basic nature of a product.

A Securities Deal product that you create, can be of the following types:
e Bank buys
e Bank sells
e Customer buys
e Customer sells
e Standalone lodge
e Standalone withdraw
e Safe keeping location (SKL) to SKL transfer
e Block securities

The accounting entries that are passed, the messages that are generated and the processing
of deals involving this product are determined by your entry to this field.

Exchange Rate Variance

For a special customer, or in special cases, you may want to use an exchange rate (a special
rate) that is greater than the exchange rate maintained for a currency pair. The variance is
referred to as the Exchange Rate Variance.

When creating a product, you can express an Exchange Rate Variance Limit in terms of a
percentage. This variance limit would apply to all deals associated with the deal product.

Rate Override Limit: If the variance percentage between the default rate and the rate input is
between the Rate Override Limit and the Rate Stop Limit, you can save the deal by providing
an override.

Rate Stop Limit: If the variance between the defaulted rate and the rate that is entered varies
by a percentage greater than or equal to the Rate Stop Limit, you cannot save the deal.

Specifying Preferences for a Product

Preferences are the options available, for defining the attributes of a product. The preferences
that you define for a product will be inherited by all security deals associated with the product.
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Click ‘Preferences’ button to invoke the Deal Product Preferences screen. Through this
screen you can define preferences for the product you are creating.

@ Preferences - X
Product Code Product Description =
Class Code Default From Class

Class Description

Preferences

Forward Deals Allowed Spot Deals Allowed Rate Type
Cancel Allowed Extension Allowed Brokerage Allowed
Automatic Money Automatic Delivery Partial Release Allowed
Sefllement Seftlement Consider Brokerage For
Bankers Acceptance Issue Discount Accrual
Rekey Fields
Deal Price Security Id Nominal/Units
Trade Date Settlement Date A
Woney Settlement Date Portfolio Id i
Default Fields Portfalio 1d
Market Code Clean Risks Limit Tracki
| Pre Settlement Risks Lir|
Free Pay I g v Tracking

Spot- Forward | t W

Safe Keeping Location

Safe Keeping Account

From Leg Safe Keeping Defaults To Leg Safe Keeping Defaults

Safe Keeping Location Safe Keeping Location

Safe Keenina Account Safe Keenina Account =
«

[ 1 "

b

When defining a product, you can specify preferences for the product, by either of the
following methods:

e Associating the product with a Deal Preference Class
e Defining these preferences specifically for the product

To associate a deal preference class to a product, click ‘Default From Class’ button the Deal
Product Preferences screen. A list of the deal preference classes that you have defined
specifically for Securities module of Oracle FLEXCUBE will be displayed. Choose the deal
preference class to be associated with the product, from the option list. All the details defined
at the class get defaulted here. In addition, you can specify certain attributes for the deal.

Consider Brokerage for Disc. Accrual

Check this option to indicate whether the brokerage component is to be considered for
discount accrual on a constant yield basis.

Note

This option is enabled only if you have allowed brokers for the deal.

Default fields, From and To leg Safe Keeping details.

For detailed information on the other attributes please refer to the chapter called Defining a
Deal Preference Class.

Specifying User Defined Fields

In the ‘SD Product Definition’ screen, click ‘Fields’ button to invoke the ‘Field Name to Value
Definition’ screen. In this screen, you can specify user defined fields for a securities deal. For
deals uploaded as unauthorized deals, it should be possible for any other user to amend
them.
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17.1.6 Specifying accounting entries for KEST computation

KEST is a scheme of levying withholding tax on the income earned by the customers of your
bank. This type of withholding tax is applicable only on incomes earned from securities.

Some of the customers might directly pay the KEST amount to the Government. Under such
circumstances, your bank need not calculate the KEST amount.

The system generates the accounting role KEST_GL and the amount tags
KEST_BSINT_AMT and KEST_DEAL_AMT for tax on bought sold accrued interest and tax
on deal nominal amount respectively. At the time of defining a deal product, you need to
specify the accounting entries that need to be passed for KEST calculation.

The accounting entries will be different for the sell and buy legs of a security deal.

You will have to define the following accounting entries to process KEST:

Accounting Role Amount Tag Debit/Credit Indicator
Sec Settlement KEST_BSINT_AMT Dr
KEST_GL KEST_BSINT_AMT Cr
Sec Settlement KEST_DEAL_AMT Dr
KEST_GL KEST_DEAL_AMT Cr

The accounting entries for the buy leg of a security deal will be:

Accounting Role Amount Tag Debit/Credit Indicator

Sec Settlement KEST_BSINT_AMT Cr

You need to credit the customer
account as the customer earns the

KEST amount.
KEST_GL KEST_BSINT_AMT Dr
Sec Settlement KEST_DEAL_AMT Cr
KEST _GL KEST DEAL_AMT Dr

These accounting entries have to be maintained for the event MSTL (Money Settlement of
Securities Deal).
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18.1

18.2

18. Defining a Product Combination

Introduction

Certain security deals that you enter can involve two legs - a buy and a sell leg. A product
combination is an association of a buy and a sell product. To recall you have already defined
products that caters specifically to either a buy or sells leg of a deal.

The advantage of creating a product combination is that, at the time of entering a deal, you
only need to indicate the code assigned to the product combination. The attributes defined for
the buy and sell products will automatically be applied to the buy and sell legs of deals.

Note

You can create a product combination only after you have created buy and sell deal prod-
ucts.

Creating a Combination Product

The Securities Combination Product Maintenance screen is invoked from the Application
Browser. To enter the details of a new deal, click new icon from the tool bar.

You can invoke the ‘Securities Combination Product Maintenance’ screen by typing
‘SEDXCMBP’ in the field at the top right corner of the Application tool bar and clicking on the
adjoining arrow button. If you are calling a product combination that has already been created,
choose the Summary option.

From the Summary screen, you can to open an existing product combination, by double
clicking on it.

Q Securities Combination Product Maintenance
[E3 New [ Enter Query

Product Code * Slogan
Slogan
Remarks
Start Date
Product Group End date

Combination Details

Rlghts Exercise Type Preferred Leg  (#) BuyLeg
Sell Leg
Buy Product * Buy Product Desc
Sell Product *
Counter Praduct Sell Product Desc

Counter Product Desc

Fields

Maker Date Time:

Checker
Date Time:

Mod Mo Record Status
Authorization Status
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18.2.1

Creating a Combination Product

Product Code

In Oracle FLEXCUBE, each product combination that you create is identified by a unique four-
character code called a product code. You can follow your own convention for devising this
code, however, one of the characters of the code should necessarily be a letter of the English
alphabet.

Description

You can specify a short description that will enable you to identify the product combination
easily.

The short description specified is for information purposes only and will not be printed on any
customer correspondence.

Product Group

Each product combination is classified under a specific group. The different groups are
defined in the Product Group Definition screen. To indicate the group to which a product
belongs, select a group code from the picklist.

Product Slogan

You can specify a marketing punch line to be associated with the product combination. This
slogan will be printed on all the advices that are sent to the customers involved in a deal
involving this product combination.

Specifying the life-span of a product

A product combination that is defined can be used over a specific period by defining a start
and an end date. The settlement date of a deal involving a product should be:

e The same as or later than the Start Date
e The same as or earlier than the End Date of the product

The start and end date of a product combination is useful when you are defining a product
combination for a specific period.

Note

If you do not specify an End Date, a message is displayed prompting you to indicate
whether you are creating an open-ended product combination. In this case the product
combination can be used till it is closed.

Product Remarks

You can enter information about the product combination, intended for the internal reference
of your bank. Your remarks will not be printed on any correspondence with the customer.
Combining two deal products into a combination

When you create a product combination, you should only associate two unique deal products.
One, catering to the buy leg and the other to the sell leg of a deal. The combination could be
between any of the types listed below:

e Bank buys
e Bank sells
e Customer buys
e Customer sells

For instance, you could create a combination for a bank buy and a customer sell. After this,
indicate the sell product that constitutes the combination.
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Indicating the preferred leg

When creating a product combination, indicate the Preferred Leg of the combination, under
the preferred leg option.

The attributes defined for the preferred leg will be inherited by all deals associated with the
product combination.

Indicating that a product combination can cater to rights and warrants exercise

You can create a product combination to cater to the exercise of rights or warrants. When you
choose to exercise rights that arise out of your holding, you should make a combination
product, with the rights exercise option applicable to the deal.

If you select the rights exercise option, you should also indicate the counter product that
should be used, when rights are exercised. A counter product is a product combination (with
a buy and sell leg) that will be applicable when rights are exercised. You can select a counter
product from the option list available.

In Oracle FLEXCUBE, the exercise of rights involves four steps:

1. The selling of rights

2. The buying of rights

3. The buying of the resultant securities

4. The selling of resultant securities

The buy leg of the combination product will cater to the buying of resultant securities and the
sell leg to the selling of the resultant securities by the SK location.

The sell leg of the counter product caters to the selling of rights from the portfolio, which is
doing the exercise and the buy leg to the buying of rights from the SK location of the holding.

For example, suppose that you hold 100 units of equity in a bank portfolio. To the equity is
attached 100 rights that can be exercised on 15, June to purchase 100 units of shares.

When you exercise the rights, you should associate with the deal, a product combination that

caters to the exercise of rights. All the details that you specified for the product combination
will be applicable to the deal.
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19.1

19. Maintaining a Security

Introduction

In Oracle FLEXCUBE, you have to maintain all securities that you deal in. In other words, you
can only enter into deals involving securities that you have maintained in the system.
Maintaining a security involves various operations. They include specification of the following:

e Issuer details

e The Market of Issue

e The relevant dates (the Tear-off Date, the Start of Interest Date, etc.)

e The Price details

e The coupon details

When you enter into a deal, the details defined for a security will automatically be picked up.
A security is maintained in the Security Definition screen, which is invoked from the
Application Browser.

You can invoke the ‘Securities Instrument Definition’ screen by typing ‘SEDTRONL' in the
field at the top right corner of the Application tool bar and clicking on the adjoining arrow
button.

+ Security Definition
EyNew [ Enter Query

Securityld*| | ISINIdentifier [ | Security Status
Security Description | | Trading Status
Product |22
Security Type . Security Reference Interest Type

Main Interest Others

MarketOfissue | |ag]
lssuerCode | |ag]

Registered/Bearer - Quantity Quotation - ["| Fractional Quantity
Form Type - Price Quotation - Decimals I:l
Redemption Type - Interest Quotation - [7] Equated Redemption
Redemption Quotation - ["]Renounceable Security Currency El
[¥] Confirm Corp Action [T] call Option Payment Curency [ |
[C1Put Qption m
Issue Size Issue Date FacevVale [ |
Outstanding Issug Size Start of Interest Date lssuePrice [ |
Win Trading Size Start of Trading Date Current Face Value
Lot Size Redemption Date RedemptionPrice [ |

Status

Series | Coupon | Revision | Redemption Schedule | Interest | Tax | MIS | Fields

Input By Authorized By Contract Status W Authorized

Date Time Date Time

This chapter contains the following sections:
e Section 19.2, "A description of the Security Instrument Definition Screen”
e Section 19.3, "Details of a Security"
e Section 19.4, "Interest Method for Computing Coupon Interest"
e Section 19.5, "Uploading Security Instruments for Amendment"
e Section 19.6, "Bulk Upload- Security Instruments & Market Security Price"
e Section 19.7, "Reassigning Securities Deal Contract"
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19.2 A description of the Security Instrument Definition

Screen

The Securities Definition screen contains a header, a footer and a body of fields that capture
information specific to the security that you are defining. The body of fields, in this screen, is
divided into three tabs.

The three tabs are:

Tabs Description

Main Click this tab to enter the essential attributes of a security.

Interest Click this tab to enter the interest details specific to the security that you are
maintaining.

Others Click this tab to enter additional information relating to the security that you are
maintaining.

Also displayed on the screen is an array of icons. Clicking on an icon launches its screen.
Details specific to an attribute can be captured on the screen.

These buttons are briefly described below:

Buttons Description
. Click on this icon to invoke the Series details screen. If the redemption
Series . . . o .
type of a bond is Series, you can enter the series details in this screen.
Counon Click on this icon to indicate the coupon details for the bond that you are
P maintaining.
For bonds defined with floating interest, and an asynchronous, periodic
Revision interest rate revision, you can define Revision details. Click on this icon

to invoke the Revision Schedules screen.

Redemption | Click this icon to define redemption schedules for a security (with Quan-

19.3 Detalils

Schedule tity Redemption) that you are maintaining.

This button invokes the Interest service of Oracle FLEXCUBE. You can
Interest o . L .

define interest details for a security in this screen.
Tax This icon invokes the Tax services
MIS Click this icon to define MIS details for the security.
Fields Click this icon to invoke the User Defined Fields details screen.

of a Security

This section contains the following topics:

e Section 19.3.1, "Entering and Saving the Details of a Security"

e Section 19.3.2, "Identifying a Security"
e Section 19.3.3, "Entering the Main Details"
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19.3.1

19.3.2

e Section 19.3.4, "ldentifying the Market and the Issuer”

e Section 19.3.5, "Specifying the material of a security"

e Section 19.3.6, "Specifying Redemption Quotation Method"

e Section 19.3.7, "Indicating Corporate Action Preference"

e Section 19.3.8, "Capturing Trade-Related Information"

e Section 19.3.9, "Specifying Type of Price Quotation”

e Section 19.3.10, "Capturing Information Specific to the Security Type"
e Section 19.3.11, "Indicating Banker’'s Acceptance"

e Section 19.3.12, "Specifying Currencies"

e Section 19.3.13, "Specifying Relevant Dates"

e Section 19.3.14, "Specifying Price Details"

e Section 19.3.15, "Entering Interest Details for a Bond"

e Section 19.3.16, "Opting for Automatic Initiation of Corporate Actions "
e Section 19.3.17, "Indicating a Revaluation Price Code"

e Section 19.3.18, "Indicating the Collateral Type"

e Section 19.3.19, "Specifying the Market for Revaluation”

e Section 19.3.20, "Specifying the Yield Calculation Parameters for a Security"

Entering and Saving the Details of a Security

A security can be maintained in the Security Definition screen, which is invoked from the
Application Browser.

In the Securities Definition screen, you can maintain details of the different kinds of securities
that you deal in. They include Bonds, Zero Coupon Bonds, Treasury Bills, Equities, Rights,
and Warrants. When dealing in a security, the details that you specified in this screen will be
picked up automatically.

A security must be maintained under a Security Product, created by the Head Office. For
instance, if your bank has defined a Short Term Zero Coupon Bonds security product, you
would maintain all short-term zero coupon bonds that you deal in under this product.

A security inherits all the attributes defined for the product under which it is maintained. This
enables efficient maintenance of security.

At the time of saving a deal, the customers portfolio balances for the security of the deal will
be taken and the balance in security currency will be computed and inserted in the FATCA
accounts and obligations screen.

If the deal is closed or liquidated completely, then the corresponding row in FATCA accounts
and obligations maintenance will be archived. If you delete the deal before authorization, then
you should also delete corresponding entry in FATCA accounts and obligations maintenance.

Identifying a Security

Security Reference Number

In Oracle FLEXCUBE, reference numbers are generated automatically and sequentially, by
the system. This number tag is used to identify the security that you are maintaining. It is also
used in all the accounting entries generated by transactions involving the security. Thus, the
system generates a unique number for each security.
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The security reference number is a combination of a three-digit branch code, a four-character
product code, a five-digit Julian Date, and a four-digit serial number.

The Julian Date has the following format:
YYDDD

Here, YY stands for the last two digits of the year and DDD for the number of day (s) that have
elapsed in the year.

For example, 31 January 1999 translates into the Julian date: 99031. Similarly, 05 February
1999 becomes 99036 in the Julian format. Here, 036 is arrived at by adding the number of
days elapsed in January with those elapsed in February (31+5 = 36).

Security Id

You can identify a security that you are maintaining, with a unique identifier and a brief
description. The identifier is referred to as the Security ID. A security will be identified by this
number in addition to, the Security Reference No., generated by the system.
Description
The description that you specify is for information purposes only, and will not be printed on
any customer correspondence.
ISIN (International Security Identification Number) Identifier
You can enter the ISIN reference, allotted to the security that you are maintaining. In the
SWIFT messages that you generate, this number will identify a security.
Security Type
The securities that you deal in can be broadly classified into the following types:

e Bonds

e Zero Coupon Bonds

e Equities
e Rights
e Warrants

You can maintain a security of a particular type, only under products defined for the type. For
instance, you can only maintain bonds, under a product defined for Bonds.

The attributes that can be defined for a security depend on the Security Type. For example,
if the security type is indicated as Bond, you can also define details relating to interest.
Trading Status

This field is generated by the system, that states whether the trade is Active or Closed
(Suspended).

Security Status

This field is generated by the system, that states whether the security is of Primary type (new
issue) or Secondary type.

Interest Type

This is a auto populated field. This is populated by the system based on the security product
preferences specified. The value can be:

e Fixed

e Floating
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19.3.3

Product Code

You can associate every security that you maintain with a Security Product that you have
maintained in the Security Product Definition screen.

When you associate a security with a security product, it acquires the attributes defined for
the product. This means, you do not have to define the attributes of a security, all over again,
when maintaining it.

On choosing a product, you can view the type of security that you can associate with the
product. The Security Type field displays this information. For instance, you can associate a
bond that you are maintaining only with a product created for ‘Security Type: Bond'.

Description

In the adjacent field, you can view a brief description of the product (with which you have
chosen to associate the security that you are maintaining).

Entering the Main Details

In the Main section of the Security Definition screen, you can maintain the basic details that
mark for a security. They include details such as its face value, its tear-off date, start of interest
date and expiry date.

‘ Security Definition - X
[ New [E3 Enter Query
securyld*[ | ISIN dentifier [ | Security Status
Security Description | | Trading Status
Product [a2]
Security Type Security Reference Interest Type

Main Interest Others

Market Of Issue El
L e

Reagistered/Bearer - Cuantity Quotation - [] Fractional Quantity
Form Type - Price Quotation - Decimals I:l
Redemption Type - Interest Quatation - [T] Equated Redemption
Redemption Quotation - ["]Renounceable Security Currency E
[7] Confirm Corp Action [] call Option PaymentCurrency | |aZ]
[C1Put Option m
Issue Size Issue Date Facevawe [ |
Outstanding Issue Size Start of Interest Date lssuePrice | |
Win Trading Size Start of Trading Date Current Face Value
Lot Size Redemption Date RedemptonpPrice | |

Issuer Code

Status

Series | Coupon | Revision | Redemption Schedule | Interest | Tax | MIS | Fields

Input By Authorized By Contract Status W Authorized

Date Time Date Time

The following are some of the basic details that you can indicate for a security:

The Market of Issue

The Issuer ID

The price details

The relevant dates (Tear-off, Start of Interest, etc.)

The quantity, price and interest quotation methods

The currency of the security

If there are Call and Put options associated with the security

The Redemption Quotation (whether percentage, factor, or cashflow)
The type of redemption (whether in quantity, series, or bullet)
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19.3.4

19.3.5

19.3.6

e If you can trade the security in fractional quantities
e The minimum quantity in which the security can be traded

Note

Security will acquire, by default, all the attributes defined for the product under which it is
maintained. These default attributes can be changed to suit a particular security.

Identifying the Market and the Issuer

For a security, you can identify a Market of Issue. Only a market that you have maintained in
the Markets Maintenance screen can be specified.

All securities maintained under a product, by default, will also be associated with the market
specified, for the product. When maintaining a security, however, you can identify a unique
market for the security.

An issuer of securities should have a valid CIF record, in the Core module of Oracle

FLEXCUBE. When maintaining a security, you should identify the issuer. Your CIF
specifications for the issuer, such as Limits, will automatically be picked up, for the security.

Specifying the material of a security

When maintaining a security, identify the manner in which it can be held, and the material of
the security.

The holder of a security can be one of the following:

e Registered
e Bearer

Securities can be in different formats:

Option Description

Scrip-based Issued in a paper format

Dematerialized In an electronic format

Immobilized Securities in lieu of which proxies are traded
Combination Issued in one or more of the above formats

Specifying Redemption Quotation Method

The Redemption Quotation Method can be specified in the following ways:

e Percentage — In this case, the quantity to be redeemed is expressed in percentage.
e Factor — In this case, the quantity to be redeemed is expressed in fraction.

e Cashflow — Here, the quantity to be redeemed is expressed as an actual cash flow. This
represents the amount per face value that will be received on the redemption date. The
cashflow includes the coupon and the redemption amount.
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19.3.7

19.3.8

19.3.9

Note

The Redemption Quotation types ‘Factor’ and ‘Cashflow’ are applicable only for the quan-
tity redemption type securities.

Indicating Corporate Action Preference

The ‘Confirm Corp Action’ box indicates whether the redemption and coupon schedules
should be created as a confirmed corporate action or not. By default, this checkbox will be
checked. However, you can uncheck it to indicate that all redemption and coupon schedules
should be created in the corporate action maintenance as ‘unconfirmed’.

Capturing Trade-Related Information

You can define the minimum quantity in which a security should be traded. Enter the
specification in the Lot Size field.

Preferences defined for the product, under which you maintain the security, will default to this
screen. These default attributes can be changed.

The Quantity Quotation method
Securities can be quoted in terms of:

e Units (500 units of a security)
e Nominal (securities worth USD 5000)

Specify the quantity quotation method for every security you maintain. A security maintained
under a product acquires the quotation method specified for the product.

If you choose the Units Quotation option, you may also indicate whether the security can be
traded in fractional units. Specify the fractional units in the Decimals field. Deals entered in
fractional units of the security will be validated against the decimal value that you specify.

Specifying Type of Price Quotation

The method in which price is quoted, is a feature of the market where a security is traded.
Each market may use a particular price quotation method. The price of a security can be
guoted in the following ways:

Price - in this method, the total price of the security is quoted. The total price can be expressed
as:

(Face Value + Premium or Discount) + Accrued Interest (if the interest quotation method is
Flat)

% Price - the price is quoted as a percentage, as follows:

% Price = (Market price / Face value) x 100

% Discount - in this case, the price is quoted based on the discount percentage at which the
security is bought or sold.

% Premium - in this case, the price is quoted on the basis of the premium percentage at which
the security is bought or sold.

Premium - here, the price is quoted on the basis of the premium at which the security is bought

or sold. That is, the differential between the face value of the bond and the price at which it is
bought or sold.
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Discount - the price is quoted on the basis of the discount at which the security is bought or
sold. That is, the differential between the face value of the bond and the price at which it is
bought or sold.

YTM - the price is quoted based on its yield to maturity.

The yield on a discounted instrument is measured by its yield to maturity (YTM). YTM is the
yield on a security, calculated from the purchase date to its maturity. The YTM keeps
changing with the market price. In case the market price increases above the straight
discounted price, YTM would decrease and vice versa.

The price using this quotation method is calculated thus:

(Face Value - Purchase price) * Days in a Year
YTM =

Price * Days to maturity

Based on the deal quantity and the price quotation method, the deal amount is determined.
Irrespective of the price quotation method that is used, the net result is the same.

The price quotation specifications defined for the product, under which the security is
maintained, will default in this screen. However, this quotation method can be specific for a
security.

Capturing Information Specific to the Security Type

You can capture information that is specific to the type of security you are maintaining.

If the Security Type is bond

You can indicate, if Call and Put options are available for the bond that you maintain in this
screen.

The issuer of a bond may also offer the option of converting the bond into shares or equities.
Such bonds are referred to as Convertible bonds. Choosing the Convertible option can
capture this information.

You can also indicate if the bonds would be Redeemable, and if so, the mode of redemption.
An issuer can redeem bonds in three ways:

e Series
e Quantity
e Bullet

For bonds with the Redemption Type defined as Series, you can specify the Series details in
the Security Definition - Series screen.
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This screen is invoked by clicking ‘Series’ button.

|

€ Series

Security Series
1 0f 1 ; ==
[T] Series * 3

B s

The actual (series) redemption dates can be specified, in the Security Definition —
Redemption Schedules screen.

For bonds with the Redemption Type, defined as Quantity and Series, you can specify the
redemption details in the Security Definition - Redemption Schedules screen. This screen is
invoked by clicking on the ‘Redemption Schedule’ button.

4 Redemption Schedule

‘

Redemption Schedule
1011

[T] EventDate  Redemption Quantity Redemption Price  Disposition of Fractions  Call Indicator ~ Series -

Specify the date(s) of redemption (in the Event Date field) and the quantity of redemption (in
terms of a percentage/fraction/actual cashflow). If the redemption mode is series, specify the
series that should be redeemed on an Event Date. If the redemption quotation is ‘Cashflow’,
you should ensure that the quantity is not less than the interest for the period. Redemption
price will be derived based on redemption quotation type. If the Redemption quotation is
‘Factor’, then the redemption price will be derived as follows:

RPn:(Fn—l_Fn)*FVO

Where
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e Fn is the redemption factor of the nth redemption schedule

e Fp.q is the redemption factor of n-1™"

first redemption schedule)

redemption schedule (this value will be 1 for the

e RP, is the redemption price of the nth redemption schedule
e FV,is the original face value of the security

Note

The factor for the final redemption date will be zero. During modification of redemption
schedules, the system will validate whether the cumulative factor of all redemption sched-
ules (previous period factor — current period factor) is equal to one or not. The factor for
each redemption schedule cannot be greater than one.

If the Redemption quotation is ‘Cashflow’, then the redemption price will be derived as follows:
RP,=(CF,—C,)

Where

e CFn is the cash flow of nth redemption schedule
e C, is the actual coupon cashflow for the nth coupon period
e RP, is the redemption price of the nth redemption schedule

In case the Redemption Quotation is ‘Percentage’, the system will allow you to define the
percentage as zero for any intermediate schedule. However, it will validate whether the sum
of all percentages is equal to 100 or not.

At the time of instrument definition for Factor/Cashflow type of securities, if the Factors/
Cashflows are unknown, the final redemption price will be the initial face value. At any point
in time, if the factor values/cash flows for redemption date(s) are specified, then the final
redemption price will be calculated as the Face value — sum of redemption price of the
intermediate schedules. If the total redemption price across all schedules is not equal to the
initial face value for Factor/Cashflow type of securities, the system will display an error
message upon saving the record.

Note

For Collateral Debt Obligations (CDOSs), the sum of intermediate cash flows cannot be
greater than the face value.

If the Security Type is equity

The issuer of equity can grant a holder voting rights. This information can be captured when
maintaining a security, with the Security Type, Equity.

If the Security Type is Right or Warrant

Rights and Warrants can be renounced. You can capture this information when maintaining
rights and warrants.

Indicating Banker’s Acceptance

You can indicate whether or not you intend to use the security you are defining for a Banker’s
Acceptance deal. If this option is checked, itimplies that you can fund the issuer of the security
through a loan contract or a money market placement deal. You can also trade in the security
on your own behalf.
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19.3.13

19.3.14

The value for this field defaults based on your specification in the Security — Product
Preferences screen. If the default value is ‘Yes’, you can change it to ‘No’, but not the other
way round.

The quantity quotation for this security has to be ‘Nominal’ if the Banker's Acceptance option
is enabled.

Refer to the Deal Online chapter of this User Manual for details on processing Banker’s
Acceptances.

Specifying Currencies

When maintaining a security, specify the currency in which it is issued. You can also indicate
the currency in which, the issuer of the security (that you are maintaining) pays corporate
actions, such as Coupon Payment. The currencies can be selected from the picklists
available.

Specifying Relevant Dates

You can capture the dates that are relevant to a security being maintained. The following are
the dates that you should specify:

e The Issue/Tear-off Date

e The Start of Interest Date

e The Start of Trading Date

e The Redemption/Expiry/Maturity Date

The Start of Interest Date and the Start of Trading Date that you specify should be greater
than the Issue Tear-off Date.

In case you want to extend the redemption date of the security after it is authorized, indicate
a new redemption date in the Redemption/Expiry Date field. Once you extend the redemption
date, you need to maintain a new coupon schedule for the newly extended period (between
the previous redemption date and the new redemption date). In case you do not maintain a
coupon schedule for the period, the system will, by default, apply the bullet schedule for the
new period.

Note

No back dated buy/sell deal input or reversal of a deal is allowed before the transaction
date of the security extension.

On extension of the security, YTM for all deals will be recomputed and the Discount/Premium
accrual will be completed till the extension date (using the old redemption date). Discount/
Premium accrual for only the unaccrued part will be done using the new redemption date after
extension.

Additionally, you can also maintain a new interest revision schedule for the extended period.

Specifying Price Details

You must specify the following price details for a security:

e The Initial Face Value
e The Issue Price
e The Redemption Price
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19.3.15

Initial Face Value

This is the actual unit face value of the security you are maintaining, as of the Issue Date. This
price is also referred to as the par value of the security.

Issue Price

An issuer can offer a security at a premium or at a discount with respect to the par value, on
the Issue Date. You can capture the offer price (the purchase price), or the Issue Price for a
security that you are maintaining.

Note

— You must capture the Issue Price of Zero Coupon Bonds
— The issue price of Zero Coupon Bonds must be lower than the Redemption price

Current Face Value

This is a system generated value, giving the current Face value of the security. This is same
as the Initial Face Value but may differ in case of split or reduction of face value by the issuer
to increase the capital base.

When viewing the details of bonds, defined with quantity redemption, you can view the face
value as of the current system date.

Redemption Price

The price at which an issuer redeems a security is referred to, in Oracle FLEXCUBE, as the
Redemption Price. Enter the Redemption Price of the security, when defining it in this screen.

Entering Interest Details for a Bond

When maintaining a bond, you must define its interest details.

The Interest Quotation Method

The Interest Quotation Method for a bond can be:
e Flat
e Plus Accrued

When the interest component is included in the market price of a security, the quotation
method is referred to as Flat. A flat price of a security is also referred to as the Dirty Price.

When the interest component is excluded from the market price of a security, the quotation
method is referred to as Plus Accrued.
Specifying the Coupon Frequency

You can indicate if the coupons due for a bond are periodic. Choose the Periodic option, to
indicate that the coupon is periodic. Coupons for a bond will be calculated according to the
periodicity that you specify.

For an interest-bearing bond, with a periodic coupon, you must indicate the Coupon
Frequency.
The coupon frequency can be:

e Weekly

e Monthly

e Once in two months

e Quarterly
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e Once in four months, etc

If you indicate that the coupon frequency is weekly, you should also indicate the day on which
the coupon is due. For instance, you can have a bond with a weekly coupon that is due on
Wednesdays.

If the coupon frequency is in terms of a month, you can indicate that the coupon days should
adhere to Month-Ends.

You can define the actual coupon schedules in the Securities Definition — Coupon Schedules
screen. You can invoke this screen by clicking the ‘Coupon’ button.

Coupon Schedule
{ 1 0f1

[7] Base Start Date * Discrete/Continuos  Base EndDate  Base Frequency ‘WeekDay  Adhere To Manth End *

Zoom

In this screen, you can specify the first coupon due date (Base Start Date) and the last coupon
due date (Base End Date). If you choose the Continuous option, the system calculates all
intermediate coupon due dates, based on the frequency specified. If you specify a weekly
frequency, you must also specify the Week Day. You can also choose to adhere to month-
ends. For Discrete / Irregular coupon schedule definition, you will have to set the coupon
dates.

For continuous coupon schedules, to introduce an intermediate coupon date, click add icon.
Enter the intermediary Coupon Date, in the Base Start Date field, and choose the Discrete
option.

Even if the coupon schedules are defined to be continuous, you have the flexibility to amend
the coupon payment dates.
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Click ‘ZOOM’ button in the Coupon Schedule screen to invoke details of the coupon periods:

4 Coupon Period b4

Coupon Period
1 0f1

[l

[7] Previous Coupon Date Mext Coupon Date  Period Type  Previous Virual Second Date  Previous Virtual First Date

You can enter your coupon date amendments in this screen, provided the amended dates do
not violate the limit set at the product level.

During coupon date amendment, if you change the NCD (next coupon date) of one schedule,
then you should also change the PCD (previous coupon date) of the next schedule
accordingly. If you do not, the system will prompt you with a warning, but will not automatically
update the PCD of a schedule when the NCD of the previous schedule is changed.

After authorization, coupon dates can only be amended under the following conditions:

e You can amend only the NCD for the current period, provided that there are no active
deals after the record date;

e For future periods, you can amend both the NCD and the PCD, provided that there are
no active deals in that period.

Any such amendment of PCD/NCD will be subject to the validations as mentioned above.

Specifying Holiday Treatment for Coupon Payments

The holiday treatment that you have specified as part of Product Preferences is inherited by
the security. You can change this treatment for the particular security that you are defining.
You can also amend it at any point of time — the amended parameters will take effect for
subsequent coupon events.

Irrespective of the holiday treatment specified by you, the system will not perform any holiday
adjustment if, in the Product Event Accounting Entries Maintenance, you select ‘No’ as the
Holiday Treatment parameter. A more detailed explanation is available in the Products
manual.

For details of holiday treatment of coupon payments, refer to the chapter on Securities
Products in this manual.
Using the Holiday Calendar Currency list

If the issuer currency and the security currency are not the same, then you might wish to have
coupon events fall on days which are common working days for both currencies.

For example, the bank (issuer currency = EUR) issues a USD-denominated bond (security

currency = USD), for which one of the coupon payments falls due on a Saturday (a holiday
for both EUR and USD). In addition, the following Monday is a holiday for USD.
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You have chosen ‘Forward’ as the holiday treatment option for processing of coupon events.

Then, subject to the holiday treatment preferences that you maintain the coupon payment is
processed with a value date of the following Tuesday, which is the next common working day
for both currencies.

For any security, you can maintain a list of currencies whose holiday calendars are to be
consulted by the system in determining common working days. Click ‘H’ button to invoke the
following list:

4 Holiday Currency -

Holiday Currency
[+]=[=]
[T] security 1d* Holiday Currency * £

[E [ e [ [£

Use the option list against each field to select a currency whose holiday calendar you wish to
be included in the computation of common working days.

If one of the currencies maintained in this list is the local currency of the branch, then the
system will use the branch holiday calendar to determine the common working days.

For example, suppose that the branch currency is GBP and the security issuer currency is
USD. You have maintained both GBP and USD in the holiday calendar currency list. Oracle
FLEXCUBE will use the USD holiday calendar and the holiday calendar of the branch for
determining the common working day.

Specifying the Interest Rate Revision Frequency

You can revise the interest rates for bonds with floating interest. This revision frequency can
be different from the coupon frequency. This is referred to as Asynchronous (interest rate)
Revision.

Asynchronous revision can be:

e Periodic
e Non-periodic

As part of interest specifications, you can indicate Interest Rate Revision details. By default,
interest rates will be revised according to the coupon frequency, defined for a bond. To revise
interest rates at a different frequency, choose the Allow Asynchronous Revision option.

If the asynchronous revision of rates is periodic, click on the Periodic Revision option, and

specify the Revision Frequency. For a frequency that is weekly, you should indicate the day
on which the revision is due. (For instance, you could indicate that the interest rates for
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securities should be revised every Monday.) If the revision frequency is in terms of a month,
you can indicate that the revision days should adhere to Month-Ends.

The implication of this option is explained in the following example.

Assume the Issue Date of the security (with floating interest and an asynchronous rate
revision) is 01 January 2000 and the Maturity Date is 31 December 2000.

You have specified that the interest rate revision frequency is quarterly. If you choose the
Adhere to Month End option:

The rate revisions for this security would be due on the following dates:
e 31 March 2000
e 30 June 2000
e 30 September 2000
e 31 December 2000

If you do not choose the Adhere to Month End option:

The rate revisions for this security would be due on the following dates:
e 31 March 2000
e 30 June 2000
e 30 September 2000
e 30 December 2000

If the interest rates for a security should be revised on a non-periodic basis, you should leave
the Periodic Revision option blank.

You can capture the actual revision details for a security, with non-periodic rate revision, in
the Security Definition — Revision Schedules screen.

You can invoke this screen by clicking the ‘Revision’ button.

Revision Schedule
10f1 =

[7] Revision Start Date ¥ Discrete/Continuous ~ Revision End Date  Base Frequency WeekDay  Adhere To Month End

Zoom

Eoel 2]

In this screen, specify the first revision due date (Base Start Date) and the last revision due
date (Base End Date). If you choose the Continuous option, the system calculates all
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19.3.16

19.3.17

19.3.18

19.3.19

intermediate revision due dates, based on the frequency specified. If you specify a weekly
frequency, you must also specify the Week Day. You can also choose to adhere to month-
ends.

To introduce an intermediate revision date, click add icon. Enter the intermediary Revision
Date in the Base Start Date field and choose the Discrete option.

Exempting interest for the ex period

For Purchase Deals and Sell Deals booked in the Ex Period, you can specify whether you
want to calculate the interest. If you check this box, the system will not apply interest for such
deals. In addition, the system accrues the holdings as of the ex date and will not pass any
interest related accounting entries related to the deals booked in the Ex period.

In case you do not opt for zero interest facility, the system accrues the actual holdings during
the accrual period including the buy/sell deals booked in the Ex period.

The system defaults the value maintained in the Market Definition screen. You can choose to
change this value, if required. However, you will not be allowed to change this value if the
security is already authorized.

Opting for Automatic Initiation of Corporate Actions

Check against the option Auto Initiation of Corporate Action, to indicate that corporate actions
for a security should be automatically initiated. If you choose this option, corporate actions for
a security will be initiated automatically on the due dates specified (as part of the corporate
actions for a security).

If you do not choose this option, you will have to manually initiate all corporate actions
required for the security.

Indicating a Revaluation Price Code

Every security that you deal in must be associated with a Price Code. A Price Code identifies
the price of a security in a specific market.

To ascertain the value of a security in a market, with reference to the prevailing rates, you
need to constantly revalue the security. When defining a security, specify the Price Code that
you would like to use, to revalue the security. The value of a security in a market will be
determined with respect to the current rates for the corresponding price code.

Indicating the Collateral Type

A customer can offer you securities as collateral against a liability. In the Central Liability
module of Oracle FLEXCUBE, you can categorize different types of securities into Collateral
Types. For example, Government Bonds can be defined as one type of collateral, and
Corporate Bonds as another type.

When maintaining a security, specify its Collateral Type.

Specifying the Market for Revaluation

You must indicate the market, which will determine the number of spot days to be used for
arriving at the revaluation date while revaluing the security using the effective interest method.
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19.3.20 Specifying the Yield Calculation Parameters for a Security

For each Security, the Yield Calculation Parameters are defaulted from the market of issue
depending on whether it is a Bond or a T-Bill. You will be allowed to modify these details for
a specific Security. Click ‘Yield’ button in the Security Definition screen. The Yield Calculation
Parameters screen is displayed.

Q Yield Calculation Parameters X

Yield Calculation Parameters - T-Bills

YT For T-Bills
|Use Bond Formula Annualizing Method
Reinvestment Period Days Day Count Method Mumerator

Day Count Method
Denominator

Yield Calculation Parameters - Bonds

Reinvestment Period Days 365 Day Count Method Numerator | Actual
Annualizing Method | Compound = Day Count Method | 365
Premium/Discount For Denominator

Current Interest Period

=

19.3.20.1 Specifying YTM method for T-Bills

The basis for YTM calculation for T-Bills can either be:
1. Simple interest
2. Effective (Compound) interest

If you enable the Use Bond Formula option, YTM is calculated using the effective interest
formula (typically used for bonds).

For Bonds and for T-Bills with the effective interest method of YTM calculation, you need to
specify the following details:
Reinv Period Days

The effective interest formula assumes that coupon payments are reinvested at the same rate
as the yield of the T-Bill/Bond till the maturity of the security. You have to specify this period
in terms of days.

Annualizing Method

For Bonds and for T-Bills with effective interest you need to specify the annualizing method.
This is the method by which the System computes the periodic YTM from the deal YTM, which
is annualized.
The options available are:

e Simple

e Compound
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If the Annualizing method is Compound, the relationship between the periodic YTM and the
deal YTM is computed as follows:

Yo = [(1+y0)§ —1}

If the Annualizing method is Simple, it is computed as follows:

_ A
YO b _}’0 E

Where

e Ypisthe Periodic YTM

e Yyisthe Deal YTM

e Aisthe Day Count Method — Denominator

e Pisthe Period of Reinvestment. If Null, defaulted to A/n

Apart from these details you need to specify the Day Count Denominator and Numerator
methods for all Bonds and T-Bills.
Day Count Method Numerator

Indicate the day count numerator, which is to be used to arrive at the number of days for yield
calculation. The options available are:

e 30 Euro
e 30US
e Actual

Day Count Method Denominator

Select the day count method to be used while calculating yield from the adjoining drop-down
list. This list displays the following values:

e 360

e 365

e 364
Note

Values of Day Count Method Denominator maintained in ‘Yield Calculation Parameters’
screen are used in Yield calculation of T-Bills and Bonds.

Premium/Discount for Current Interest Period

Check this option to specify that the premium or discount should be accrued only for the
current period. This option will be applicable only if the security is a Floating Rate Bond.

Note

— This option will be disabled if the bank level parameter COMMON_YLD_ACCR is
setto ‘Y.
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— Asynchronous revision cannot be enabled if the Premium/Discount for Current In-
terest Period is checked and vice versa.

19.3.20.2 Processing Bonds and T-bill based on the YTM parameters

While processing a Bond, if the Price quote is not by ‘Yield to Maturity’, the YTM is computed
based on the formula given below:

i

e

N

_ i

B Z oy =
. P

Where:

P is the Purchase price of the Bond

N is the Total number of coupons

C; is the Coupon payment for coupon i

Yo is the Periodic YTM

Yo is the Annualized YTM

A is the Day Count Method — Denominator
n is the Coupons in a Year

(

Ady

(A+%yy) *

P is the Period of Reinvestment. If Null, defaulted to A/n

R.P. is the Redemption Price

Al is the Accrued Interest

Ad; is the Coupon Date — Value Date
Ad, is the Redemption Date — Value Date

)

— Al

The formula used to calculate the yield given price — for T-Bills (provided you have enabled
the Use Bond Formula option), will be

B

RP.

E
(1+%y,) F

Where:

Pq is the Purchase price of the T-Bill

R.P. is the Redemption Price

Yo is the Periodic YTM

Ad is the Redemption Date — Value Date
A is the Day Count Method — Denominator
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19.4

The following example explains the computation of YTM for T-Bills, using the formula
mentioned above.

Purchase Price USD 90
Redemption Price USD 100
Day count method Numerator Actual

Day count method Denominator 365
Reinvestment Period 183 days
Redemption Date 30-June-2003
Purchase Value Date 31-Jan-2003
Annualizing Method Simple

Applying the formula the periodic YTM is calculated as follows:
90 = (100/((1+yo)™(((30-June-2003)-(31-Jan-2003))/183)))

Yo = ((100/90)" (183/((30-June-2003)-(31-Jan-2003)))) — 1

Yo = 0.1372 or 13.72%

Annual YTM is computed using the relationship given above.
Y, = 0.14*(365/183)

Yo =0.2736 or 27.36%

Refer to the Batch Processing Chapter of this manual for detailed information on End-of-Day
processing for Securities with YTM as the as method of accruing Discount or Premium

Interest Method for Computing Coupon Interest

Apart from the above-mentioned method for calculating the interest, you can also use the
ACT/ACT—-ISMA Interest Method and ACT/ACT-FRF Interest Method.

ACT/ACT-ISMA Interest Method

The ACT/ACT-FRF Interest Method is applied for periodic coupons using the following
coupon:

Coupon Interest = Nominal x (Coupon Rate/Number of Coupons) x (Number of elapsed Days/
Number of days in coupon period)
For ACT/ACT—ISMA, you need to maintain the following parameters:

e Numerator Method — Any of the option in the list
e Denominator Method — Actual

e Denominator Basis — Per Annum

e Rate Denomination Basis — Per Coupon Period

Specify denominator method for calculating the accrual and liquidation amount as follows:
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19.5

Denominator Method

Select the denominator method from the adjoining drop-down list. This list displays the
following values:

e 360
e 365
e 364

The values of Denominator Method maintained in ‘Securities Instrument Definition’ screen are
used for accrual and liquidation Interest amount calculation for Bonds for a given security.
366 Basis
While maintaining the Interest related details in the Security Definition screen, you need to
specify the whether the system should use leap year or leap date for calculating the interest.
e Leap Year (Y) — Indicates that the system will compute the interest based on the
number of calendar days in the year.

e Leap Date (D) — Indicates that the system will use the ACT/ACT-FRF Interest Method
to compute the interest.

Note

This field is enabled only if the Denominator Basis value is Per Annum and the Denomi-
nator Method is ACTUAL.

ACT/ACT-FRF Interest Method

In ACT/ACT-FRF Interest Method, the Numerator will be the actual number of days between
two coupon dates and the denominator will be 366 under the following cases:

e If 29th February falls between the duration of two coupon dates (i.e. previous coupon
date and next coupon date)

e If the previous coupon date and the next coupon date fall in different years (annual
frequency, next coupon dates in immediate subsequent year of previous coupon date)

e If the coupon schedule is not periodic and spreads across multiple years. The system
will apply 366 as the denominator for all the years for computing the day count even if
one instance of 29" February falls in between the coupon dates.

Uploading Security Instruments for Amendment

From an external system, you can upload Securities that require amendment in Oracle
FLEXCUBE. The system will distinguish between the new and the ones that require
amendment based on the action code of the uploaded record. For an instrument requiring
amendment, the action code will be ‘AMND". If the action code is ‘AMND’, Oracle FLEXCUBE
will first check whether the instrument exists in the system or not. If it does not exist in the
system, an error message will be displayed to notify that the instrument cannot be amended.

The Security ID provided by the external system has to same if it is a new instrument or if it is
an amendment to an existing one.

When you upload a new instrument, the external security Id number will be displayed in the
‘Security ID’ field for that instrument. The Security ID will be the basis for checking whether
the instrument exists or not.

The upload for security amendment will trigger the ‘AMND’ event. The same event is triggered
even when you make the amendment in the ‘Securities Definition’ screen itself.
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19.6

The fields that can be amended for a Security are as follows:

e ISIN Identifier

e Description

e Redemption/Expiry Date
e Outstanding Issue Size
e Payment Currency

At the time of uploading a securities instrument, if only the Security Id and Product is provided
and the source preference has ‘Put on Hold’ on Exception then the instrument will be
uploaded with status Hold. Subsequently, any user can modify the same. If the instrument is
created from the front end and kept on hold only then can the same user modify the
instrument.

If the instrument is created having a market code whose country code is different, then the
country code of the home branch in which the instrument is created will be treated as ‘Foreign
Market Instrument’. Otherwise, the instrument will be treated as ‘Local Security Instrument’.

In Oracle FLEXCUBE the following batch functions will be created to handle triggering of
notification:

e Notification for Local Instrument Changed
e Notification for Securities Coupon Revision Announcement
e Notification for Local Market Security Price

This batch function will log a notification into the Database queue. This will in turn be picked
up by the Gateway and will be sent to the external system.

During batch handoff for security instrument, only the Local Security Instrument will be
handed off and not the Foreign Market Instrument.

Bulk Upload- Security Instruments & Market Security

Price

Using Bulk upload, more than one security instrument or market security price can be
uploaded. If during upload if any one of the instrument or security price has error then the
whole upload will be rejected. The instrument and security price cannot be uploaded through
the same XML simultaneously. If the same instrument which has been uploaded successfully
is uploaded again, an error will be thrown but in case of security price the upload will go
through. If for the same security price a different data is being sent, then it would amend the
existing security price with the new information. Once the upload is successful, all the records
will be auto authorized irrespective of maintenance done at the source preference.
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19.6.1 Specifying Contract Interest Details

Numerous interest rates can be defined for a contract through the ‘Contract Interest Details’
screen. To invoke this screen, click ‘Interest’ button in the ‘Securities instrument Definition’
screen.

4 Contract Interest Details X

10f1 ”
Internal Security |d e

Creation ESN .Waiver
Compaonent

Rate Code Rate Code Description
Tenor Code
Rate Tenor Code Description
Interest Spread
Flat Amount
Interest Calculation Method

m

Acquired Amount
Security

Index
Spread
Floor
Ceiling . s

Specify the following details:

Security Id

You can identify a security that you are maintaining, with a unique identifier. The identifier is
referred to as the Security ID. Specify the security id.

Creation ESN

Event sequence number gets displayed by the system.

Component
Component gets displayed by the system.

Waiver
Check this box to indicate that interest on the contract should be waived.

Rate Code

While processing a contract, you need to indicate this code to make the rate applicable to the
contract. Specify a valid rate code to identify the rate you are defining. The adjoining option
list displays all the valid rate code maintained in the system. You can select the appropriate
one.

Tenor Code

Specify a valid tenor code to identify the tenor for which this rate code should be applicable.
The adjoining option list displays all the valid tenor code maintained in the system. You can
select the appropriate one.

Spread
Specify the spread.
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Rate

Specify the interest rate.

Flat Amount

Specify the flat amount.

Acquired Amount
Specify the acquired amount.

Interest Method

The method in which the number of days are to be calculated for interest, charge, commission
or fee components and whether their application is tenor based is displayed here based on
the specification you made at the product level. However, you can change it. The following

are the options available in the drop-down list:

e 30(Euro)/360
e 30(US)/ 360

e Actual/360

e 30(Euro)/365

e 30(US)/365
e Actual/365

e 30(Euro)/Actual
e 30(US)/Actual

e Actual/Actual

e 30(Euro)/364

e 30(US)/ 364

e Actual/364

Index

Specify the index of the security.

Spread

Specify the spread of the security.

Floor

Specify the lower limit of the security.

Ceiling

Specify the upper limit of the security.

19-25

ORACLE’



19.7 Reassigning Securities Deal Contract

You can reassign the securities deal contracts in 'Security Deal Contract Reassign' screen.
To invoke the screen, type 'SEDXREAS' in the field at the top right corner of the application
toolbar and click the adjoining arrow button.

. Securities Deal Contract Reassign
[EyMew 3 Enter Query

Product Code *
Deal Reference *
Current User Id

New User Id *

Product Code
Select the code of the product from the adjoining option list.

Deal Reference
Select the deal reference number from the adjoining option list.

Current User Id
Specify the identification of the current user.

New User Id
Select the user identification from the adjoining option list.
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20. Maintaining and Processing Corporate Actions

20.1 Introduction

In the Securities module of Oracle FLEXCUBE, defining the corporate action is a part of the
maintenance function. The processing of corporate action events is done as part of the End
of Cycle process.

The following are the corporate action events that can take place.

Settlements (Money as well as Security settlements).
Bonds.

— Interest coupon payment

— Redemption (both series and quantity)
— Maturities

— Calls

— End of Trading

— Warrants (detachment, tradable).
Equities

— Dividend payment (both cash and stock)
— Bonus

— Rights (Tear-Off, Exercise, Expiry)

This chapter contains the following sections:

Section 20.2, "Stages in the Processing of a Corporate Action Event"
Section 20.3, "Rights and Warrants"

Section 20.4, "Processing Rights And Warrants"

Section 20.5, "Processing Rights"

Section 20.6, "Rights and Warrants Expiry Details"

Section 20.7, "Security Redemption Details"

Section 20.8, "Security Redemptions"

Section 20.9, "Processing of Amendment on Redemption Schedules"
Section 20.10, "Interest Coupon Details"

Section 20.11, "Processing Interest Coupons"

Section 20.12, "Maintaining Interest Rate Revision Details"

Section 20.13, "Maintaining Stock Dividend Details"

Section 20.14, "Maintaining Cash Dividend Details"

Section 20.15, "Processing dividends"

Section 20.16, "Maintaining Bonus to Cash Conversion Details"
Section 20.17, "Processing Bonus to Cash Conversions"

Section 20.18, "Manually Processing Corporate Action Events"
Section 20.19, "Moving on to Other Screens"

20.2 Stages in the Processing of a Corporate Action Event

There are three main stages involved in the processing of the corporate action events.
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20.3

20.3.1

The three stages are as follows:

Corporate action Initiation

At the time of defining a new security you can indicate whether corporate actions have to be
auto initiated. A check box is available where you can make this specification. If you leave this
box unchecked, then you will have to manually initiate the action.

Corporate action Collection

Corporate action collection can be manual or automatic. This specification is done for every
security at the time of defining SK locations. When the corporate action collection, for a
particular security is indicated as automatic then, Beginning of Day programs will pick up all
the corporate actions due and trigger the event. You have to trigger the event manually if
automatic process is not indicated.

It is important to note that the collection event is triggered only after the initiation event is
complete.

Corporate action Liquidation

Securities can be liquidated automatically or manually. Deals specified, as having an
automatic mode of liquidation, will be automatically liquidated on Event Date, during the
Beginning of Day processing.

Automatic or manual Liquidation of corporate actions is specified at the portfolio definition
level. If you specify that corporate actions have to be liquidated automatically, then the
appropriate liquidation event for the corporate action is triggered.

In case of manual liquidation of corporate actions, only those actions, which have undergone
the tear-off event, will be eligible for liquidation. If more than one event is due for liquidation,
for the same security, then you have to trigger each event one after the other.

Please remember

Liquidation for a corporate event is done automatically, only if you check the Auto liquidate
Corporate Events field, in the Portfolio Definition screen. If for a portfolio you have unchecked
the auto liquidate option, then the liquidation event is liquidated manually.

If the automatic disbursement fails, then the event will be identified for processing in the next

Event Selection program. The same program can however, be force liquidated through
manual disbursement.

Rights and Warrants

This section contains the following topics:
e Section 20.3.1, "Defining Rights and Warrants"
e Section 20.3.2, "Indicating Rights Ratio and Rounding Fractions"
e Section 20.3.3, "Specifying Event Narrative"
e Section 20.3.4, "Saving Rights/Warrants Record"

Defining Rights and Warrants

As part of the maintenance function in Oracle FLEXCUBE you need to maintain basic details
of Rights and Warrants, as and when they are issued.

Rights and warrants can be defined through the Securities Rights and Warrants Corporate
Action maintenance screen. The details that you maintain here relate to the ratio at which
rights and warrants are issued, the resultant security id, the resultant ratio, the exercise start
and end date, etc.
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20.3.2

You can invoke the ‘Securities Rights/Warrants Definition’ screen by typing ‘SEDXRWDF’ in
the field at the top right corner of the Application tool bar and clicking on the adjoining arrow
button.

4 LBL_SEDXRWDF - X
[y New [E& Enter Query

Corporate Action Id External Corporate Action Id
Right Or Warrant Rights Security Issuer Reference

® Warrant

=

Resultant Security ID
Internal Security 1d
Intermediate Security ID

Resultant Security Description

*

Internal Security Description

*

Intermediate Security
Description

Intermediate

(Parent Security : Intermediate
Security) Ratio

Fraction

Resultant

(Intermediate Security :
Resultant Security) Ratio

Fraction
Announcement Date Record Date
Event Date Exercise Start Date
Exercise End Date Intrinsic Value *
Exercise Price Minimum Exercise Quantity
Confirmed Confirmed Date
Marrative | Fields -

Maker Date Time:
Checker
Date Time:

Mod Mo Record Status
Authorization Status

If you are defining details of a new right or warrant, click on new icon from the tool bar. The
Rights and Warrants Corporate Action maintenance detailed screen will be displayed without
any details.

If you are calling a record that has already been created, click on Summary view. The details
of existing records will be displayed in a tabular form. Highlight the record you wish to view
and double click on it.

You can specify whether you are maintaining details for Rights or Warrants by clicking on the
appropriate button.

Indicating Rights Ratio and Rounding Fractions

You can indicate the ratio at which rights are issued. Usually rights are issued in proportion to
the percentage of ownership. This is to ensure that current owners maintain their percentage
of ownership, if additional shares of the same class are issued. The simplest method to
achieve this is to issue, one right per unit of security owned. For instance, an owner of 100
units of a security will get 100 rights.

This however might not be the case always; hence you need to specify the rounding fraction.
The rounding fraction indicates how the fractional entitlements in the parent security should
be handled.

The options that you can indicate are as follows:

Options Description
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Retain If you choose this option, then the fractional units will be retained.

Round Up The entitlement will be rounded up, to the next full unit.

Round Down The entitlement will be rounded down, to the previous full unit.

The entitlement will be rounded up to the next full unit if fraction is

Round standard greater than 0.5, else it will be rounded down to the previous full unit.

For example, rights are declared in the ratio of 10: 1 for the parent security. Parent security
has 125 units. This means that for every ten units of intermediate security owned one
intermediary security right will be issued.
The entitlement is computed as follows:
Ratio: 10: 1
Rights Shares of Intermediate Security
125 x 1=125
10

If you choose

Options Description
Round Up 12.5 will be rounded up as 13
Round Down 12.5 will be rounded down as 12

In this case, since the fraction is greater than 0.5, the entitlement

Round Standard will be rounded up to 13.

You can also choose to retain the fractional unit as 12.5.

The ratio and rounding standard for the Resultant security, is computed in the same manner
as the Parent to Intermediate security ratio.

Note

— The ratio and rounding fraction calculation basis is the same for rights as well as
warrants. Click on the appropriate button, Rights or Warrants, before entering
details to indicate whether you are maintaining details for rights or warrants.

— The Intermediate Security Id LOV fetches only those securities which are created
with Security Type as ‘Right’/’'Warrant’ and the Tearoff / Issue date for such security
is greater than the Current System.

— Exercise End Date should be less than the Expiry Date of Intermediate Security.

Specifying Event Narrative

For both rights as well as warrants, you can enter a free format narrative for the event being
defined. The narrative or message that you enter here will be used while generating SWIFT
messages for Rights/Warrants.
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20.4

Click on the ‘Narrative’ button, the event narrative screen is displayed.

0 Securities Rights | Warrants Definition - X

Corporate Action Id
Narrative

Event Narrative 01
Event Narrative 02
Event Narrative 03
Event Narrative 04
Event Narrative 05
Event Marrative 06
Event Narrative 07
Event Narrative 08
Event Narrative 09
Event Narrative 10

You have the option of entering a free format narrative for the rights/warrants event or leaving
this screen blank. If you choose to define a narrative, it will be associated with the security of
rights/warrants type, for which you have defined the event. You can also choose to leave this
field blank.

Saving Rights/Warrants Record

After you have defined the mandatory attributes for a right/warrant, click save in the toolbar
or choose Save from the Actions menu to save the record. A message prompting you to
confirm the saving of the record is displayed. The Event date is defaulted with the Issue/
Tearoff Date as maintained at the Instrument Definition of the respective Right/Warrant
Security when you save the record.

Click ‘Exit’ button to exit the Rights/Warrants Definition screen. You will be returned to the
Application Browser.

Note

Entry to certain fields in the Rights/Warrants definition screen is mandatory. If you try to
save the record without inputs to all mandatory fields, the record will not be saved. You will
be prompted to give all the mandatory inputs before attempting to save it again.

Processing Rights And Warrants

Remember that only those securities marked with auto initiation will be picked up for
processing. Both with Rights as well as with Warrants the initiation, collection and liquidation
happen together.

The quantity of rights/warrants due for a portfolio is determined by the opening position/
holdings as of the record date. The rights/warrants events table is populated on the record
date and is available for maintenance, as well as for viewing details of existing events.

You are allowed to insert after the record date, those deals that were settled earlier to this

date. As and when you insert back dated deals, the opening balance of rights/warrants due
as of the record date, is altered. This change will be reflected every day at EOD.
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20.5.1

20.5.2

The record date is picked up and defaulted as the processing date. If required, you can
change the processing date. Although the processing date can be changed, no change can
be done to an existing record, as of the event date.

Processing Rights

Processing for rights takes place for three events:
e Rights Tear—off
e Rights Exercise
e Rights Expiry
Each of the above is processed in stages. Initiation, Collection and Liguidation, depending on

the stage that is applicable to the event being processed. For instance, there is no collection
involved in case of tear-off events.

If the automatic processing of events fails due to some then the same events can be force run
manually.
This section contains the following topics:

e Section 20.5.1, "Rights Tear-Off"

e Section 20.5.2, "Rights Exercise"

e Section 20.5.3, "Warrants Tear Off"
e Section 20.5.4, "Warrants Exercise"

Rights Tear-Off

The Events table is as of the record date and is updated when backdated deals are inserted.

On the initiation processing date, a holding in the rights security is created for the portfolio.
This process is automatically for all equities marked for auto initiation of corporate actions. For
equities marked for manual corporate action the initiation event has to be invoked manually,
for holdings to be created.

Positions and holdings for Rights are updated to reflect the latest, once the event is
completed.

Rights Exercise

If you associate a security of rights type, with an exercise type of product in the deal input
screen the exercise event is carried out for the security involving the product. You have to
indicate the quantity of rights to be exercised along with the SK location and the SK account
where the rights are lodged.

You can view details of the quantity of the resultant security, along with other details such as
the exercise price. In case there are charges, the charge details will also be displayed.

Depending on the quantity of rights exercised, the holdings in the rights security will go down
and the holdings in the resultant security will go up.

For the event Rights Exercise Collection for long position (RELC), only those events with the

collection date less than or equal to today and for which collection has not already been made
will be selected for processing.
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20.6

20.6.1

Once the collection is complete the Rights Exercise Initiation for long position (RELT), is
triggered. The Rights Exercise event processes those events that have not yet been initiated,
despite having initiation date of today or less than today.

After the rights initiation event is through the Rights Exercise Disbursement for long periods
(RELL) event is triggered. In case of auto liquidation the system liquidates only those events
which are yet to be disbursed with the disbursement date being less than or equal to today.

Positions are updated once the disbursement event is complete.

Warrants Tear Off

On the initiation processing date, a holding in the warrants security is created for the portfolio.
This process is automatic for all equities, marked for auto initiation of corporate actions. In
case of equities marked for manual corporate action, the initiation event has to be invoked
manually, for the holdings to be created.

Warrants Exercise

A security of warrants type is associated with an exercise type of product then at the time of
deal input, the exercise event is carried out for the security, involving the product. You have
to indicate the quantity of warrants to be exercised along with the SK location and the SK
account where the warrants are held.

The details of the quantity of the resultant security can be viewed along with other details such
as the exercise price. In case there are charges, the charge details will also be displayed.

Depending on the quantity of warrants exercised, the holdings in the warrants security will go
down and the holdings in the resultant security will go up.

The Warrants Exercise Collection for long position (WELC) will pick up those events for which
the collection is not yet done. This is however, done only for events with collection date less
than or equal to today's date. After the collection, the Events table is updated to indicate that
the collection is complete, for the event.

After WELC, the Warrants Exercise Disbursement for long positions (WELL) is triggered.
Those events with the disbursement date, less than or equal to today will be picked up for
liquidation. Once the disbursement is complete, the Events table is updated to indicate that
liquidation is complete for the event.

Rights and Warrants Expiry Details

This section contains the following topics:
e Section 20.6.1, "Maintaining Rights and Warrants Expiry Details"
e Section 20.6.2, "Specifying End of Trading Date"
e Section 20.6.3, "Event Narrative"
e Section 20.6.4, "Processing a Rights Expiry Event"
e Section 20.6.5, "Processing a Warrants Expiry Event"

Maintaining Rights and Warrants Expiry Details

The Rights and Warrants Expiry definition screen, allows the capture of some additional
details of an expiry event, for a security of rights / warrants type.
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You can invoke the ‘Rights/Warrants Expiry Event’ screen by typing ‘SEDXEXPD’ in the field
at the top right corner of the Application tool bar and clicking on the adjoining arrow button.

If you are calling a record that has already been created, click on Summary view. The details
of existing records will be displayed in a tabular form. To open a record, double click on it.

’ Rights\Warrants Expiry Event - X
Ey MNew [ Enter Query

Corporate Action |d
Security Id

Security Id Description
Event Date

External Corporate Action 1d
Security Issuer Reference

Confirmed End Of Trading Date
Confirmed Date

Marrative | Fields

Maker Date Time:
Checker
Date Time:

Mod Mo Record Status
Authorization Status

You can amend the details of an existing rights/warrants type of security by clicking on the
unlock icon in the toolbar or by choosing Unlock from the Actions Menu.

Note

Please remember that you can change the details of an existing rights/warrants type of se-
curity only if it is not yet authorized. Once a record is authorized and confirmed it will be
processed as of the event date.

Specifying End of Trading Date

The event date or the date on which holdings in the security would expire is picked up from
the Security Definition screen. You are only allowed to indicate the date on which, the trading
in the rights / warrants security, is to be suspended.

You can indicate that trading is to be suspended on the security, on either the event date or
a few days before the event date. For instance, if the Event date is 31 March 2000, you can
specify the same end of trading date or specify 28 March 2000 as the date on which, trading
in the security is to be suspended.

Event Narrative

To define an event narrative, to be used while generating SWIFT messages, click ‘Narrative’
button.The event narrative screen is displayed. To exit from the screen without saving the
text, click ‘Exit’ button.

20-8 ORACLE



20.6.4

20.6.5

20.7

20.7.1

Processing a Rights Expiry Event

For the rights expiry event, holdings in the rights security are depleted for the relevant
portfolios, as of the event date. The event is triggered automatically if specified to do so.
Otherwise it will have to be trigger a manually.

Only those events, with an expiry date less than or equal to today, are selected for processing.

Rights expiry consists of two separate events:

e Rights expiry initiation (selects the event to be processed)
e Rights expiry disbursement (selects the event to be liquidated from the events list)

The event, Rights Expiry Initiation for long position (RXLT), is triggered for those events,
which have an initiation date less than or equal to today but have not yet been initiated.

After RXLT is through, the event Rights Expiry Disbursement for long position (RXLL) event
is triggered. Only those events with the disbursement date less than or equal to today and for
which liquidation has not already been done will be processed.

Positions and holdings are updated for rights once the event is completed

Processing a Warrants Expiry Event

On the event date, holdings in the warrants security are depleted for the relevant portfolios.
The event is triggered automatically if you have specified so otherwise it will have to be
triggered manually.

The Events table is scanned when the Warrants Expiry Initiation for long position (WXLT)
event is triggered. Only those events with initiation dates less than or equal to today’s date
are picked up The Events table is updated after the completion of the event.

After WXLT, the Warrants Expiry disbursement or liquidation for long position (WXLL) is
triggered for those events, which are not yet liquidated but have disbursement dates less than
or equal to today.

After liquidation the events table is updated to indicate that disbursement for the event is
complete. Positions and holdings for warrants are updated.

Security Redemption Details

This section contains the following topics:

e Section 20.7.1, "Maintaining Security Redemption Details"
e Section 20.7.2, "Specifying Redemption Schedules"

Maintaining Security Redemption Details

One of the methods of retiring a bond is to redeem it. The Securities Corporate Action Event
Maintenance - Redemption screen, allows you to define and maintain details of redeemable
securities.
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You can invoke the ‘Securities Corporate Action Maintenance Redemption’ screen by typing
‘SEDXREDF in the field at the top right corner of the Application tool bar and clicking on the
adjoining arrow button.

& LBL_SEDXREDF -
[EL New 3 Enter Query

Intarnal Action 1d External Action Id
Internal Security Id * Security Issuer Reference
Security Description Event Date *

Announcement Date Restart of Trading Date

Record Date * Exchange Rate Fixing Date
Redemption Type *|Bullet W Redemption Quotation
Call Indicator Redemption Quantity

End Of Trading Date * Dispose Fractions

Redemption Price
Issuer Payment Currency *
Currency Name
Exchange Rate
Series
Confirmed
Confirmed Date

Fields | Marrative

Maker Date Time:

Checker
Date Time:

Mod Mo Record Status
Authorization Status

If you are defining details of a new redeemable security, click new icon from the tool bar. The
Corporate Action Maintenance Redemption detailed screen will be displayed, without any
details.

If you are calling a redeemable security record that has already been created, click on
Summary view. The details of existing records will be displayed in a tabular form. From the
Summary screen choose an existing record to open it.

Redemption Type

The Redemption type for a security will be defaulted as defined at the Security Instrument.
While defining redeemable securities you can specify the method in which the security is to
be redeemed. You can indicate whether the redemption type is to be Bullet, Quantity or
Series.

In a bullet type of redemption all the holdings in the security will be redeemed on maturity.
For quantity redemption the nominal held in the security is redeemed by a specific percentage

on a date different from the maturity date. While redeeming the security either the face value
of the security or the number of units held in the security will be reduced by the percentage

you specify.

In a series type of redemption, the holdings in the specified security pertaining to the specified
list will be redeemed on a date other than the maturity date.

Specifying Redemption Schedules

For securities which are redeemable on call and with redemption type Quantity, you can
choose to redeem a specific amount of the face value by entering the requisite percentage/
factor or cashflow amount in the ‘Redemption Quantity’ field.
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In case of quantity redemption, the nominal value held in a security is redeemed by a specific
percentage on a date different from the maturity date. The face value of the security is
reduced by the percentage you specify. The total number of units held in the security remains
unchanged.

For example, if you are holding 10 units of a security of face value 1000 USD, then, after a
guantity redemption of 30%, your holdings will become 10 units at a face value of 700 USD
each.

When you insert a redemption schedule, the redemption price of the last schedule is adjusted.

For example, you have initially set up a security for 100% redemption on maturity at a price
of 1,200 USD. The face value of the security is 1,000 USD.

Now, you specify a 30% redemption schedule at 360 USD. The system changes the
redemption schedule:

FROM the original 100% at 1,200 USD

TO 30% at 360 USD and 70% at 700 USD.

You will have to unlock the Securities Corporate Action Maintenance — Redemption screen
and amend the redemption price for the last schedule — in this case, to 840 USD, if you wish
to maintain the same total redemption premium. You can, however, change the redemption

price of the last schedule to any value that you desire.

When a new redemption schedule is maintained, discount/premium accruals are completed
up to the event date using the old yield. The YTM re-computation is done as of the event date.

Specifying Back-dated Redemption Schedules

You can insert back dated redemptions for a security, provided the back-dated redemption
does not go beyond the previous coupon payment date. For specifying back dated
redemptions, the quantity quotation for the security has to be ‘Nominal’. Also, you should
have maintained the security as a callable one is the Security Definition screen. However the
effective date cannot be before the last coupon date. Amendment is allowed only for
unconfirmed schedules. Secondly, back-dated amendment will not be allowed if the DSTL
date falls on or after the event date of the redemption schedule.

In the case of back-dated amendment, corporate action for redemption is processed during
End Of Day (EOD) processing. In the case of insertion of back-dated schedule, the
redemption processing is done during Beginning Of Day (BOD) processing of the next
working day.

Back-dated amendment or insertion of redemption schedules cannot be done beyond the last
coupon date.

For example, if the system date is January 18, 2003 and the last coupon payment happened
on January 01, 2003, then a back dated redemption schedule can go only as far back as
January 01, 2003.

Also, an inserted redemption schedule date must correspond with a coupon payment date. If
it does not, then a coupon schedule will automatically be inserted by the system.

For example, suppose that a security has a coupon period from January 01, 2003 to July 01,

2003. The system date is June 15, 2003 and the redemption schedule was inserted on March
31, 20083.
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The system breaks the existing coupon period into two:

e January 01, 2003 to March 31, 2003; and
e March 31, 2003 to July 01, 2003

Note

Any deals booked after the Record Date of the inserted redemption schedule will have to
be manually reversed and then re-booked by you after authorizing the inserted redemption
schedule. This is because the status of these deals will change from ‘Cum’ to ‘Ex’ due to
the insertion of the coupon/redemption schedule.

Following the insertion of the redemption schedule, the system will automatically adjust the
ALPL and DPRP events of all deals and rebook them.

End and Restart of trading period

You can indicate the date on which trading in the security will be suspended and the date on
which the trading will be resumed. This is done by way of specifying the End of Trading Date
and the Restart of Trading Date.

Exchange Rate and the Exchange Rate Fixing Date

If the issuer payment currency is different from the security currency then specify the
exchange rate between the security currency and the issuer payment currency can be
specified. In addition you can also indicate the date on which the exchange rate between the
security currency and the issuer payment currency will be announced.

Redemption Price

For securities having ‘Factor’ or ‘Cashflow’ redemption quotation, the redemption price is
calculated automatically. For securities having ‘Percentage’ as the redemption quotation, you
need to specify the price at which they can be redeemed.

Redemption Quotation

The system displays the redemption quotation selected in the ‘Securities Instrument
Definition’ screen.. You will not be able to change it.

Redemption Quantity

If the redemption quotation is ‘Factor’, specify the redemption factor. If the redemption
guotation is ‘Cashflow’, specify the actual cashflow. Whenever you modify this value, the
system calculates the redemption price upon saving. In case of factor quotation, whenever
redemption factor is modified for the existing redemption schedules, the redemption price is
recalculated on saving. The redemption factor and the price for the future schedules are also
adjusted. However, the factor for the last redemption is not adjusted. It remains O.

Similarly, whenever a call redemption schedule is maintained with redemption quotation as
‘Factor’ or ‘Cashflow’, the system calculates the redemption price upon saving. For factor-
based redemption schedules, the factor and redemption price are adjusted for future
redemption schedules. The factor for the last redemption is not adjusted.

Security Redemptions

This section contains the following topics:

e Section 20.8.1, "Processing for Security Redemptions"
e Section 20.8.2, "Redemption Processing based on Quotation Type"
e Section 20.8.3, "End of Trading Processing"
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Processing for Security Redemptions

Only those events that have not yet been initiated will be selected. However, this is done only
for events with initiation date less than or equal to today. The Events table is updated to
indicate that initiation is complete.

Specification of redemption collection to be automatic or manual is done at the time of defining
the security. Only those securities for which the auto collect option is checked will be picked
up for redemption collection. Other events would have to be triggered manually.

Those events with the collection date less than or equal to today and for which collection has
not yet been done, are selected for processing. The Redemption Collection for short position
(RDSC) or the Redemption Collection for long position (RDLC), is triggered depending on
whether the position is short or long respectively.

The collection event collects the redemption amount from the safe keeping location and
updates the Events table, to indicate that collection is complete for the event.

After the updation of the Events table, the events for which liquidation is due and the
liquidation date is less than or equal to today, are picked up for liquidation. The Redemption
Disbursement or liquidation for short position (RDSL) and Redemption Disbursement or
liquidation for long position is triggered depending on whether the position is short or long
respectively.

The Events table gets updated after liquidation is complete.

In case accruals is due, then the accrual of interest, premium, discount and redemption
premium are consolidated by running the ACIN and ACPD events. The liquidation events
(RDSL and RDLL) are run only after that. Once you run the accrual event the tax and ICCF
details will also get updated.

Note

The initiation collection and disbursement events are synonymous.

Redemption Processing based on Quotation Type

If the redemption quotation type is ‘Factor’, then the redemption amount due for the
intermediate redemption schedules will be calculated as follows:

Redemption Amt = Holdings * (Redemption factor of previous period — Redemption factor of
current period)

If redemption quotation type is ‘Cashflow’, then the redemption amount due for the
intermediate redemption schedules will be calculated as follows:

Redemption Amt = Holdings * (Redemption price/Initial FV)
For final redemption, the remaining holdings are redeemed.

On running the YTM recalculation batch, the system recalculates the price of the redemption
schedules based on the current coupon rate in case of coupon rate revision.
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20.10

20.10.1

Note

Batch processing is applicable only for securities under ‘Cashflow’ type of redemption quo-
tation. Recalculation is done only for the redemption schedules on or after the current cou-
pon period.

End of Trading Processing

Securities, which are due to mature end of trading days before the maturity date, will be picked
up for the End of Trading processing.

Those securities with the end of trading date less than or equal to today, are picked up and
the EOTR event is triggered.

Processing of Amendment on Redemption Schedules

You can amend future-dated redemption schedules. In such a scenario, accruals linked to
DPRP event are completed based on the old yield and old cash flows till the application date.
New cash flows are built on the application date. The YTM for all the existing deals is
recalculated as of the application date based on new cash flows. Also, future accruals linked
to DPRP event are calculated based on the new YTM.

During amendment of back-dated redemption schedules, accruals linked to DPRP event are
completed based on the old yield and old cash flows till the event date of redemption. New
cash flows are built as of the event date. The YTM for all the existing deals is recalculated as
of event date based on the new cash flows. For re-computation of YTM, the following formula
is used for NPV calculation:

NPV = Face value — Un-accrued Discount + Un-accrued premium.

Future accruals linked to DPRP event are computed based on the new YTM. coupon accruals
are also adjusted based on the new face value.

Back-dated redemption processing on amendment is done at EOD.

Interest Coupon Details

This section contains the following topics:

e Section 20.10.1, "Maintaining Interest Coupon Details"
e Section 20.10.2, "Linking Interest Component to Tax Component”
e Section 20.10.3, "Specifying Event Narrative"

Maintaining Interest Coupon Details

The securities coupon definition screen allows capture of additional details of a coupon event,
for a security of bond type. The details that are displayed in this field (such as the Internal
action ID, the Internal Security ID and description, the Event date etc.) are picked up from the
Security Definition screen.

You are only allowed to amend existing details, like the currency in which the issuer would

make the cash payments, the exchange rate between the security currency and the issuer
payment currency and the date on which the exchange rate will be announced.
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You can invoke the ‘Coupon Maintenance’ screen by typing ‘SEDXCPND’ in the field at the
top right corner of the Application tool bar and clicking on the adjoining arrow button.

. LBL_SEDXCPND_MAMN - X
[ New [ Enter Query

Corporate Action |d # External Corporate Action Id
Internal Security Id Record Date

Event Diate Exchange Rate Fixing Date

Security Issuer Reference Confirmed Date
Confirmed Currency Mame

Issuer Payment Currency
Exchange Rate

Marrative | Exchange Rate

Maker Date Time:
Checker
Date Time:

Record Status
Authorization Status

If you are calling a coupon maintenance record that has already been created, click on
Summary view. The details of existing records will be displayed in a tabular form. From the
Summary highlight the record you wish to view details of and double click to open it.

To amend the details of an existing coupon, click on unlock icon in the toolbar or choose
Unlock from the Actions Menu.

Note

You are allowed only to amend the details of future dated records that are not yet con-
firmed. Once arecord is authorised and confirmed it will be processed as of the event date.
You will not be allowed to make any changes to a confirmed record.

Exchange Rate and the Exchange Rate Fixing Date

If the issuer payment currency is different from the security currency, then you can specify the
exchange rate between the security currency and the issuer payment currency. In addition
you can also indicate the date on which the exchange rate between the security currency and
the issuer payment currency will be announced.

The exchange rate that you define in this screen will be used for conversion when the security
is being processed. If no exchange rate has been maintained, then the mid-rate will be used
for conversion.

Linking Interest Component to Tax Component

An interest component can be the basis amount tag of one or more tax components. Since
each coupon that is maintained can have a number of interest components you need to link
each of these components to the tax components.

The interest components can also be in a currency other than the tax currency. Therefore, in
addition to linking an interest component with the tax component you need to specify the tax
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currency. If the currency of the interest component is different from the tax currency, then
specify the tax exchange rate.

To link an interest component with a tax component and to specify the tax currency for the
exchange rate, click ‘Exchange Rate’ in the Coupon Maintenance screen. The Exchange
Rate for Tax Currencies screen is displayed.

’ Exchange Rate for Tax Currencies - X

Internal Action Id * Issuer Payment Currency

Security Currency

Tax Exchange Rate

[ Tax Component* Tax Currency * Tax Exchange Rate Issuer Currency Exchange Rate

] [ _I | |

You also need to specify the exchange rate between the issuer payment currency and the tax
currency.

You can add or delete a tax component from the list of tax components maintained. To add a
new component, click add icon and select the new component from the picklist. To delete an

existing tax component, highlight it and click delete icon.

Specifying Event Narrative

You can maintain a free format message, of the coupon event. This narrative or message will
be used while generating SWIFT messages. Click ‘Narrative’ button, the Event narrative
screen is displayed.

In this screen, you can either enter a free format narrative for the coupon event or leave this

screen blank. If a narrative is defined, it will be associated with the security of bond type for
which the coupon event has been defined.

Processing Interest Coupons

The Coupon Initiation event (CPIN) is triggered only for those interest coupons with initiation
date less than or equal to today and for which initiation has not yet been done.

After the initiation event is complete, the Events table is updated.

The coupon collection event collects the coupon amount from the safe keeping location. The
Coupon Collection event (CPCD) is triggered depending on whether the position is short or
long.

The Events table is scanned and those events with a collection date less than or equal to
today and for which collection has not been done are picked up for processing. Once the
processing is through the events table is updated to indicate that collection is complete for this
event.
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The Coupon Disbursement event (CPLQ) is triggered depending on whether the position is
short or long. This function picks the event from the Events table and liquidates it after
executing doing the necessary validations.

Note

Triggering the event AICN completes the accrual of interest if accruals are due. The AICN
eventis triggered before the events for liquidation (CPSL or CPLL) are triggered. All details
relating to Tax and ICCF are updated.

Once the event is complete, the Events table is updated to indicate that liquidation is complete

for the event.

Note

If the security currency is different from the issuer currency and you have maintained the
exchange rate and the exchange rate effective date, then this rate will be used for conver-
sion. Else the mid-rate will be used for conversion.

If the positions table has not been updated till the event date then positions and holdings are
projected up to the event date. It is at depending on whether, the interest calculation is
position based or holding based.

Maintaining Interest Rate Revision Details

You can capture the interest rate revision details for a security that has already been defined,
through the Interest Revision screen. You can capture details like the date on which the

interest rate was announced, the date on which the interest rate revision would be processed
and the value date of rate revision.

You can invoke the ‘Interest Revision’ screen by typing ‘SEDXRVND’ in the field at the top
right corner of the Application tool bar and clicking on the adjoining arrow button.

& LBL_SEDXRVND
Ey New 5 Enter Query

Corporate Action |d
Internal Security Id *

Security Description
Announcement Date *
Event Date *

Effective Date
Automatic *

Confirmation Date

Esxternal Corporate Action |d
Interest Component *

Security Issuer Reference
Revision Rate *

WIS Rate

Auto
Manual

[ Confirmed

4

History | Marrative | Fields

Maker
Checker

Mod Mo

Date Time:

Date Time:

Record Status
Authorization Status

20-17

ORACLE



To enter interest rate remission details, click new icon on the toolbar.

If you are calling an interest revision record that has already been created, click on Summary
view. From the summary screen you can choose to open an existing record. The details of the
record that you have created will be displayed in a tabular form.

Corporate Action Identification

This is the system generated ID to uniquely identify the interest revision.

External Corporate Identification

This is the Id assigned to the event at the time of event declaration. Enter the Id associated
with the event to uniquely identify it.

Issuer Reference

Indicate the issuer reference for the interest rate revision event.

Announcement Date
Enter the date on which the issuer would have declared the interest revision event.

Event Date

Each Rate Revision defined is having a event date from when it will be applicable. From this
date the interest revision rate will be effective.

MIS Rate

For the Securities module you only have the option of maintaining a fixed rate for MIS
refinancing.

Enter the MIS refinance rate in this field.

Confirmed
Check this box to indicate if the occurrence of the event is confirmed.

Confirmation Date

When you select the check-box, and save the record the confirmation date will be defaulted
with the current date.

Parent Security Identification

You have to indicate the code or ID of the bond type for which you are defining the interest
revision rate.

The Security ID or Code is picked up from the Security Definition screen. This short
description of the security is for information purposes only and will not be printed on any
customer correspondence.

Interest Component

You can specify the component of the security for which you are defining the interest revision
rate.

At the time of defining a security, you can maintain different interest components for the
security. The interest component(s) maintained will be reflected in the picklist available for this
field.

Effective Date

Each rate that is defined for a Security ID and Interest Component combination should have
an Effective Date associated with it. This is the date from which the interest revision rate will
be effective. Once a rate comes into effect, it will be applicable till another Effective Date is
defined for the same Security ID and interest component combination. When you save a
record the effective date gets defaulted with the Event Date of Rate Revision.
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20.12.0.1 Specifying whether Interest Revision is Auto or Manual

While specifying the interest revision rate, you can indicate whether the interest revision for
the particular security is to be automatic or manual. If automatic revision is specified, then
revised rates will be applied and liquidations made as part of the Beginning of Day process.
Otherwise revisions will have to be made manually by you.

Revision Rate
The revision rate that you enter here will be effective as of the Value date defined.

20.12.0.2 Specifying Event Narrative

20.13

You can also enter a free format narrative, of the interest rate revision event. This narrative
or message will be used while generating SWIFT messages. Click ‘Narrative’ button, the
Event Narrative screen is displayed. The message entered will be associated with the interest
revision event. This field can be left blank if necessary.

Maintaining Stock Dividend Details

In the Stock Dividend or Bonus Definition screen, you can maintain details of the stock
dividend declaration event, for a security. The essential details that you need to capture for a
security include the resultant Security ID and the dispose fraction. Details like the stock to
cash price, the issuer pay currency and the end of exercise date can be captured only if you
specify that stock is to be converted to cash.

You can invoke the ‘Securities Stock Dividend Definition’ screen by typing ‘SEDXDVDF in the
field at the top right corner of the Application tool bar and clicking on the adjoining arrow
button.

To maintain details of a new declaration, click new button on the toolbar.

If you are calling an event record that has already been created, click on Summary view. The
details of the existing event records will be displayed in a tabular form.
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From the Summary screen you can choose to open an existing record by double clicking on it.

’ Securities Stock Dividend Definition
=% New [E3 Enter Query

Carporate Action ID External Corporate Action Id

Security Id Security Issuer Reference
Announcement Date
Event Date

Record Date

Resultant Security ID

( Parent Security : Resultant

Security ) Ratio
Dispose Fractions I \v
Stock To Cash Conversion Stock To Cash Price
Option

End of Exercise Date
Stock To Cash Action Id

Issuer Payment Currency

Confirmed
Confirmed Date

Exchange Rate
Exchange Rate Fixing Date

Marrative | Fields

Maker Date Time:

Checker
Date Time:

Mod Mo Record Status
Authorization Status

When you click on the new icon the system automatically assigns a unique internal action ID
to the corporate event. The system date is defaulted as the date on which the dividend event
was announced.

However the Announcement Date or the date on which the event was declared can be
changed to a previous date.

Corporate Action Identification
This is the system generated ID to uniquely identify the declaration of Stock Dividend.

External Corporate Action Identification

This is the Id assigned to the event at the time of event declaration. Enter the Id associated
with the event to uniquely identify it.

Security Identification

Specify the code or ID of the of equity type security for which the dividend declaration is being
defined. The codes displayed, in the picklist available for this field are picked up from the
Security Definition screen.

Security Issuer Reference
Indicate the issuer reference number for the stock dividend event.

Announcement Date
This is the date on which the issuer would have declared the stock dividend event.
Enter the announcement date of the event.

Event Date
Enter the date on which the cash payment will be made by the issuer.
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Record Date

Enter the date on which the issuer determines the beneficiary eligible for the dividend based
on the registered owner of the securities.

The Record Date is computed from the ex days set up defined for the local market of issue.

Resultant Security Identification
Indicate the security of the equity type in which shares would be awarded.

Resultant Ratio and Dispose Fractions

Select the of equity type of security in which shares should be awarded. After this you are
required to specify the ratio of, the quantity of the new security awarded to the quantity of
current holdings, in the existing security.

Also indicate how the fractional elements in the parent security should be handled. You can
choose the following options:

Options Description
Retain The fractional units would be retained
Round Up Entitlements will be rounded up to the next full unit

Entitlements will be rounded down to the previous full unit
Round Down

If the fractional unit is above 0.5, entitlements will be rounded up to
Round standard | the next full unit, otherwise the entitlements will be rounded down to
the previous full unit.

Stock to Cash Conversion

Check this option to convert stock dividend declared to cash. In such a case you are required
to specify, the date by which the stock to cash conversion option, is to be exercised.

In addition, also specify the price per unit. This is the price at which the stock dividend would
be converted into cash.

Stock to Cash Price

Enter the price at which the stock dividend would be converted into cash.

End of Exercise Date
Enter the date before which the stock to cash conversion option is to be exercised.

Stock to Cash Action Identification

This is a unique event ID which is generated by the system on saving the Stock Dividend
Definition record.

Issuer Pay Currency

In case of stock to cash conversion you can indicate the currency in which the issuer should
make the cash payments. From the picklist available select the payment currency.
Confirmed

Check this box to indicate that the occurrence of the event is confirmed.

Confirmed Date

When you select the check-box, and save the record the confirmed date will be defaulted with
the current date.
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20.14

Exchange Rate

When the issuer payment currency is different from the security currency, the exchange rate
between the security currency and the payment currency has to be indicated.

Specify the exchange rate.

Exchange Rate Fixing Date

This is the date on which the exchange rate will be announced. Indicate the exchange rate
announcement date.

Note

You can enter a free format event narrative for the event being defined or leave this field
blank. If you enter a free format text it will be associated with the event while generating
SWIFT messages.

After entering the relevant details click save icon in the toolbar or Save from the Actions Menu,
to save the event record.

Maintaining Cash Dividend Details

The details of a cash dividend declaration can be captured through the Cash Dividend
Definition screen. Through this screen you can capture relevant details such as the dividend
type (rate or amount), the issuer payment currency, the exchange rate and the rate fixing
date.

You can invoke the ‘Cash Dividend Definition’ screen by typing ‘SEDXCDVD’ in the field at
the top right corner of the Application tool bar and clicking on the adjoining arrow button.

You can create a new record by clicking on new icon on the toolbar.
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You can call an event record that has already been created, through the Summary View
screen. From this screen choose an existing record and double click it. The details of the
highlighted record will be displayed in a tabular form.

4 LBL_SEDXCDVD - X
E1 New [ Enter Query

Corporate Action |1d Price Quote
Security Id * Security Description
Security Issuer reference
Announcement Date * Event Date *
Record Date *
Dividend Type *I—v Dividend Amount
Dividend Rate Security Currency

Issuer Payment Currency *

Currency Name Exchange Rate Fixing Date

Exchange Rate

Dispose Fractions *I p¥ 4

| Confirmed
Confirmed Date

Fields | Marrative

Maker Date Time:

Checker
Date Time:

Mod No Record Status
Authorization Status

Corporate Action Identification
This is the system generated ID to uniquely identify the declaration of Cash Dividend.

External Corporate Action Identification

This is the Id assigned to the event at the time of event declaration. Enter the Id associated
with the event to uniquely identify it.

Security Identification
Specify the security Id of the equity type for which the cash dividend event is to be defined.
The description associated with the specified code will be displayed in the adjacent field.

Security Issuer Reference
Indicate the issuer reference for the cash dividend event.

Announcement Date
This is the date on which the issuer would have declared the cash dividend event.
Enter the announcement date of the event.

Event Date
Enter the date on which the cash payment will be made by the issuer.

Record Date

Enter the date on which the issuer determines the beneficiary eligible for the dividend based
on the registered owner of the securities.

The Record Date is computed from the ex days set up defined for the local market of issue.
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20.15

Dividend Type

You can indicate the type in which the dividend amount should be declared. It could be a
percentage of the face value of the security or it could be the amount per unit of the security.

Dividend Amount
This field indicates the amount per unit.

Specify the amount per unit to be used in calculating the cash dividend.

Dividend Rate

This field indicates the rate as a percentage of the face value. Enter a percentage of the face
value to be used in calculating the cash dividend.

Issuer Payment Currency

Indicate the currency in which the issuer will make the cash payment. Click the adjoining
option list for a list of valid currency codes. Select the appropriate.

Dispose Fractions
Indicate how fractions should be handled. The options available are:

Retain Fractions will be retained as they are
Round Up Entitlement will be rounded up to the next full integer
Round Down Entitlement will be rounded down to the previous full integer

Entitlement will be rounded up to the next full integer if the fraction
Round Standard is greater than 0.5. Else it will be rounded down to the previous full
integer.

Confirmed
Check this box to indicate that the occurrence of the event is confirmed.

Confirmed Date

When you select the check-box, and save the record the confirmed date will be defaulted with
the current date.

Exchange Rate and Exchange Rate Fixing Date

When the issuer payment currency is different from the security currency, the exchange rate
between the security currency and the payment currency has to be indicated. Along with this,
the date on which the exchange rate will be announced should also be entered.

Processing dividends

Only those records, which have been authorised and confirmed, will be picked up for
processing.

The Dividend Initiation or tear off for long position (DVIN) event is triggered for those
dividends with initiation date less than or equal to today's date. Based on the initiation date
only those events for which initiation has not been done are selected. The Events table is
updated once the event is complete.

After DVIN event, the cash and stock dividends with collection date less than or equal to today

will be picked up. Thus, the Dividend Collection for long position event (DVCD) is triggered.
The collection event collects the stock/cash amount and the cash in lieu of stock (for those
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20.16

securities with the stock to cash option on) from the SK location. Once the collection event is
done the Events table is updated.

The Dividend Disbursement for long position (DVLQ) picks up those events with

disbursement date less than or equal to today. When the disbursement is through Events
table is updated.

Maintaining Bonus to Cash Conversion Details

When you specify that stock is to be converted to cash, in the Stock Dividend definition
screen, details of that event will be picked up and stored as, a Bonus to Cash conversion
record. You are only allowed to maintain some additional stock to cash conversion details,
such as the bonus to be encashed, the total bonus encashed, the residue bonus due. This is
maintained so on in the Bonus to Cash conversion screen.

Invoke this screen by clicking on Bonus to Cash and then on the Detail option, under
Securities CA Maintenance. This is invoked from the Application Browser. To view the details
of a previously created record, go to the Summary View screen. The details of existing records
are displayed in a tabular form. Highlight the record you want to view of and double click it.

You can invoke the ‘Bonus to Cash Conversion’ screen by typing ‘SEDXBNCS'’ in the field at
the top right corner of the Application tool bar and clicking on the adjoining arrow button.
4 Bonus To Cash Conversion - X
[y New 5 Enter Query

Branch Code * Branch Description
Corporate Action Id *
Security Id Reference Mo *
Security Quantity Security Description
Portfalio |d

Resultant Security 1D
Portfolio Description

Safe Keeping Location *
Safe Keeping Account *

Record Date Location Description

Event Date

Related Corporate Action 1D
Initial Bonus Due

Bonus Encashed

Adjusted Bonus Encashed
Residual Bonus

Maker Date Time:
Checker
Date Time:

Record Status

Authorization Status

In the Bonus to Cash conversion main screen enter the security ID, the portfolio ID and the
SK location Id from where bonus due, is to be received.

Branch Code
Specify the branch code.

Corporate Action ID

This is the system generated ID to uniquely identify the declaration of Stock Dividend. This
value is defaulted.

Reference Number

This is the system generated ID to uniquely identify the Corporate action of Stock to cash
conversion.
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Security Id
This is the security Id of the equity for which the bonus to cash details are being maintained.

The description associated with the specified code is displayed in the adjacent field.

Security Quantity
This is the quantity of security for which the bonus was declared.

Resultant Security Id
The resultant security Identification to which shares have been awarded is defaulted here.

Portfolio Id

This is the portfolio ID of the equity for which the bonus to cash conversion details are being
defined.

Stock Keeping Location

This is the SK location where the security is lodged and for which cash payment is to be
received.

Stock Keeping Account

This is the account number which is to be credited when the payment due is received.

Record Date
The record date is defaulted from the Stock Dividend definition screen.

Event Date
The event date is defaulted from the Stock Dividend definition screen.

Stock to Cash Action Id
The stock to cash action Id assigned in the Stock Dividend screen is defaulted in this screen.

Initial Bonus Due
This field indicates the bonus amount that is due to be paid.

Bonus Encashed

You can choose to convert either a part of or the entire bonus that is due. Specify the amount
to be encashed, in the Bonus to be Encashed field. If you choose to encash only a part of the
amount due, then the residue bonus will be automatically calculated and displayed, in the
Residue Bonus Due field.

Assume that you have a holding of 500 units in a particular security. Bonus is declared in the
ratio of 2:1. Therefore, you are liable to get 250 units of shares free.

If you indicate that bonus is to be encashed for 125 units only then the remaining 125 units,
which need to be encashed, will be reflected in the Residual Bonus field. You can choose to
encash them at a later date.

Adjusted Bonus Encashed

The adjusted bonus is calculated by the system and displayed in this field.

The calculations are such that, the net bonus encashed minus the adjusted bonus will be
equal to the initial bonus.

Residual Bonus
If the bonus is encashed in parts then the residual amount due is displayed here.
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20.17

20.18

Processing Bonus to Cash Conversions

The events table is scanned. Those events with an initiation date less than or equal to today
and for which initiation has not been done, will be picked up. The BOST (Bonus Initiation for
short position) or BOLT (Bonus initiation for long position) depending on whether the position
in short or long.

After the initiation event is complete, the Events table is updated. Positions and holdings are
also updated.

For disbursing the events due, only those events with the disbursement date less than or
equal to today’s date will be picked up. The Bonus disbursement for short positions (BOSL)
or Bonus Disbursement for long positions (BOLL) will be triggered depending on whether the
position in short or long.

After liquidation, the events table is updated to indicate that liquidation is complete for the
event.

Note

Please remember that automatic liquidation is carried out only if you have specified so at
portfolio definition level. Otherwise events due will have to be liquidated manually.

Manually Processing Corporate Action Events

You can manually process these events marked for manual processing, through the
Corporate Actions Manual Processing screen.

The details of all these events, which are to be manually initiated, collected and liquidated,
are displayed in this screen. In addition the details of those events which have already been
processed (either automatically or manually) will also be displayed.

You can change the date on which a particular event is to be processed. You are also allowed
to manually process an event which was earlier marked for auto processing.
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You can invoke the ‘Corporate Action Manual Processing’ screen by typing ‘SEDXCAMN’ in

the field at the top right corner of the Application tool bar and clicking on the adjoining arrow
button.

4 Bills & Collections Document Code Maintenance
[EL New [E3 Enter Query

Document Details

Document Code * Document Type

Language Code * Validate Shipping
Document Short Description Guarantee
Document Long Description * Bill Of Lading

Clause Details
1011

] Clause Code Description mn

O

Fields <

Maker Date Time:
Checker
Date Time:

Mod Mo Record St:
Authorization Status

The Corporate Action Manual Processing screen, allows you to amend existing details such

as the processing date. You can also change the processing from automatic to manual or vice
versa.

To amend the details of an existing event, click on unlock in the toolbar or Unlock from the
Actions Menu.

20.19 Moving on to Other Screens

To the right of the Corporate Action Manual Processing screen are displayed a vertical array
of six icons. By invoking these icons, you will be able to view and in case of charges and tax
modify the attributes, of the event you are processing.

To select a screen, click on an icon from the group of icons displayed at the right hand side
of the screen. A brief description of the functions icons represent, the given below:

Icons Description

Click on this button to view the leg events accounting entries and over-

Events )
rides.
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Settlement

Click on this button to enter the settlement message details. You can spec-
ify the following details:

The accounts to be debited for charges

The method in which the event is to be settled whether it is an instrument
(as in a check or a demand draft) or a message (as in SWIFT or mail mes-
sage).

Details about the parties involved in the event

Charge

Click on this button to view the charge details associated with the product.
You are allowed to amend the charge amount and if necessary waive the
application.

You are allowed to make these changes, only at the time of processing the
event.

Tax

Click on this button to view the transaction tax details. In addition to chang-
ing the charge amount, you can also waive the application.

You are allowed to make these changes, only at the time of processing the
event.

Issuer Tax

Click on this button to view the issuer tax details. This is only a view
screen, you are not allowed to modify the details displayed in this screen.

You can view the issuer tax details only in case of coupon dividend or
bonus to cash conversion events.

Coupon

Click on this icon to view the coupon details. This is a view only screen,
you are not allowed to modify any details displayed here.

The coupon events are displayed only for a corporate action event cou-
pon.
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21.1

21. Defining Portfolios

Introduction

After creating Portfolio Products, you can proceed to set up a securities portfolio. In Oracle
FLEXCUBE securities portfolios can be defined for the following:

e The Bank
e The Bank's Customers
e An Issuer of securities

The portfolios that you set up should necessarily be associated with a portfolio product. All
portfolios associated with a portfolio product will inherit the attributes defined for it. Certain
attributes can be changed to suit the portfolio you are defining.

While setting up a portfolio you can indicate details such as:
e The currency of the portfolio
e The revaluation method and frequency

e Inventory management preferences (valuation) method (LIFO, FIFO, deal matching,
WAC)

e The basis for asset accounting (in case of a bank portfolio)

You can also specify restrictions on the securities that the portfolio can trade in. The
preferences (that involve accounting entries) specified for a product is defaulted. These
preferences cannot be changed.

Note

In Oracle FLEXCUBE, portfolio products and securities portfolios are defined at the bank
level. They will be available to the branches of your bank, based on the restrictions that
you set up.

This chapter contains the following sections:
e Section 21.2, "Specifying Portfolio Definition Details"
e Section 21.3, "Entering the Details of a Portfolio"
e Section 21.4, "Defining Preferences for a Portfolio"
e Section 21.5, "Specifying the Advices to be Generated"
e Section 21.6, "Viewing Event Details"
e Section 21.7, "Maintaining Security Restrictions for a Portfolio"
e Section 21.8, "Mapping Accounts to a Safe Keeping Location"
e Section 21.9, "Specifying Accounting Role to Head Mapping Preferences"
e Section 21.10, "Maintaining Security Revaluation Prices for a Portfolio"
e Section 21.11, "Maintaining Risk Profile"
e Section 21.12, "Viewing Safe Keeping Location Portfolio Balances"
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21.2

21.3

Specifying Portfolio Definition Details

You can invoke the Portfolio Maintenance screen, from the Application Browser. If you are
setting up a new portfolio, click new icon on the tool bar. The Portfolio Definition screen is
displayed without any details.

You can invoke the ‘Security Portfolio Definition’ screen by typing ‘SEDXPFNL’ in the field at
the top right corner of the Application tool bar and clicking on the adjoining arrow button.

If you are calling a Portfolio Definition record that has already been defined, choose the
Portfolio Definition Summary screen.

From the Summary screen double-click a portfolio to open it.

4 LBL_SEDXPFNL - X
[=% New 5 Enter Query

Product Code * Porffolio Id *
Product Description Portfolio Reference
Fund Id
(#LEled BTl Main Preferences | Detail Preferences
Partfolio Type Customer
Portfolio Description * Customer Branch
Branch Branch Name
Branch Name Customer Account
Currency ¥ Description
Currency Name Portfolio Costing Method v
Asset Accounting Basis v Customer Name
Book Intrinsic Value Processing Details Contra Holding Validation I v
Rights Auto Liquidate For

Corporate Actions

Corpus Account

Shart position Allowed
Accrue Withholding Tax for
Coupons

Banker's Acceptance lssue

Repo On Today's Projected
Holdings

‘Warrants

Role ToHead | Events | SKlocation | Security Restrictions | SPPrice | MIS | Advice | Fields

Maker Id Checker Id Status

Date Time Date Time Authorization Status

The Securities Portfolio Definition screen consists of a header, a footer containing fields that
are specific to the portfolio you are defining and three tabs (Contract main, Main preferences
and the Detail preference).

Also displayed is a vertical array of six icons, along the lines of which you can enter details of
a portfolio. Portfolio details are grouped into screens according to the similarities they share.

Entering the Details of a Portfolio

Product Code

You should use a product that has already been created, to enter the details of a portfolio.
Depending on the type of portfolio you are creating, you can select an appropriate product
code from the picklist available.

A portfolio will inherit all the attributes, defined for the product associated with it. You can also
add details that are specific to the portfolio, like the deal amount and details of the buyer and
the seller. Some of the defaulted attributes if necessary can be changed.

This feature simplified the procedure of setting up of a portfolio.
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21.31

Identifying a Portfolio

Portfolio Reference Number

In Oracle FLEXCUBE, reference numbers are generated automatically and sequentially by
the system. This number tag is used to identify the portfolio being defined. The system
generates a unique number for each portfolio.

The portfolio reference number is a combination of a three-digit branch code, a four-character
product code, a five-digit Julian Date, and a four-digit serial number. The Julian Date has the
following format:

YYDDD

Here, YY stands for the last two digits of the year and DDD for the number of day(s) that have
elapsed in the year.

For example, January 31, 1998 translates into the Julian date: 98031. Similarly, February 5,
1998 becomes 98036 in the Julian format. Here, 036 is arrived at by adding the number of
days elapsed in January with those elapsed in February (31+5 = 36).

User portfolio reference number

In addition to the reference number generated by the system, you can enter a reference
number for the portfolio. This number, in addition to the Portfolio reference number generated
by the system, will be used to identify the portfolio. This number should be unique. By default,
the Portfolio reference number generated by the system is taken as the User PortfoliolD.
Portfolio Identification

Enter a unique reference number to identify the portfolio. The portfolio will be identified by this
reference in addition to the portfolio reference generated by Oracle FLEXCUBE.

The portfolio reference generated by Oracle FLEXCUBE is defaulted to this field. You can
choose to change it and indicate a reference of your own.

You can query information on the portfolio by using any of the reference IDs.

Fund ID
You can indicate as to which fund the aggregate account balance of all the customers under
this account class will report for the depositor contribution from the option list.
Portfolio Type
This field is defaulted from the product code that you have selected earlier. The values are:
e Bank (B)
e Customer (C)
e Issuer (l)

Portfolio Description

Enter a brief description of the portfolio you are defining. This description will be associated
with the portfolio for information retrieval purposes.

You can change or modify the description of a class. All subsequent retrieval of information
on the portfolio will contain the modified description.

Branch
In this field when the new button is clicked, the current branch is displayed.

Branch Name
This field is automatically generated. This gives a brief description of the branch.
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Currency and Currency Name

Here you can choose the currency applicable for the portfolio from the available pick list. The
currency name will default based on this selection and it is as per the description given in the
Core Module.

Asset Accounting Basis

This indicates how the assets of the portfolio should be accounted for and is applicable only
for Bank Portfolios.

Note

This field is defaulted based on the portfolio product selected and cannot be changed dur-
ing portfolio definition.

Accrual basis:

If you select the accrual basis for asset accounting, then on 1 January you would:
Dr. Premium to be accrued USD 5

Dr. Asset USD 10

Cr. Customer USD 15

On 30 January the amount to be accrued is USD 1. The following entries will need to be
passed:

Cr. Premium to be accrued USD 1
Dr. Expense USD 1

When you sell the bond at $20

Dr. Customer USD 20

Cr. Asset USD 10

Cr. Premium to be accrued USD 4

Cr. Profitand Loss USD 6

Customer

If you are setting up a Customer portfolio, you should indicate the customer for whom you are
setting it up. Select a customer code from the picklist available.

For a customer portfolio, indicate the default branch of the customer. Also indicate default
account that should be either debited or credited when an accounting entry involving the
portfolio is passed.

Note

You can set up several portfolios for a customer of your bank.

Customer Name
The customer name is automatically generated based on the customer code selected.
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21.3.1.1

21.3.1.2

Customer Branch

Indicate the default branch in which the customer or issuer maintains accounts with your
bank. Select a branch code from the option list. This field is applicable only for customer
portfolios.

Customer Account

Indicate the default account that should be used for deals involving the portfolio. This field is
applicable only for customer portfolios.

Select an account from the option list. The option list will contain a list of all the valid accounts
that the customer maintains with your bank.

Description

A brief description about the customer account will be displayed.

Portfolio Costing Method

Indicate the method in which the Holding cost of the portfolio should be calculated. These
preferences are defaulted from the Portfolio product and cannot be changed during Portfolio
definition.

Currency

For all types of portfolios indicate the currency of the portfolio. You can select a currency code
from the available option list.

The securities that constitute a portfolio can be in currencies other than the portfolio currency.
When entering a deal involving the securities of the portfolio, the currency conversion, would
be done using the standard rate maintained in the Exchange Rate screen. The same will be
done when income is earned by the securities that are part of a portfolio.

Specifying Book Intrinsic Value

A warrant or right attached to a security entitles the holder to convert it into common stock at
a set price during a specified period. Thus rights and warrants have a hidden or intrinsic value.
The intrinsic value of a right or warrant is the difference between the exercise price of the unit
and the market price of the resulting security.

For asset accounting purposes, you can choose to book or ignore the intrinsic value of rights
and warrants.

Check against the field Rights to indicate that the intrinsic value of the rights attached to
securities in the portfolio should be included for asset accounting.

Check against the field Warrants to indicate that the intrinsic value of the warrants attached
to securities in the portfolio should be included for asset accounting.

Leave the fields unchecked to indicate that intrinsic value should be ignored.

Specifying Processing Details

Auto Liquidate for Corporate Actions

The corporate actions that are applicable for securities in the portfolio can be automatically
liquidated on the Event date (the date on which the corporate action is due).

Check against this option to indicate the corporate actions applicable to securities in the

portfolio should be automatically liquidated on the due date. Leave it unchecked to indicate
that it should be manually liquidated.
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If you select the automatic option, the corporate action will be automatically liquidated on the
liquidation date as part of the automatic processes run as part of beginning of day (BOD) or
End of day (EOD).
Corpus Account

This field is meant for future use.

Short Positions Allowed

If you check this box, you can select whether system should do contra holdings validation
during save (Online) or at the end of the day (EOTI). If you do not want any validation on
contra holdings, then you can select ‘No Check - Unlimited’.

If you do no check this box, then contra holding validation has to be null.

If you check this box and ‘Contra Holding Validation’ is set to 'No Check - Unlimited' or 'EOTI',
then the system will display an override message when you save/modify the contract and the
sell quantity is greater than the value dated holdings for a particular security code.

If there is an active Repo deal in the portfolio, the system will not allow you to check this box.

Accrue Withholding Tax

The withholding tax levied on transactions involving a portfolio can be accrued over the tenure
of the security that is traded.

Check against this field to indicate that withholding tax should be accrued. Leave it unchecked
to indicate otherwise.
Bankers Acceptance

Check this box if you intend the portfolio to be used for a Banker's Acceptance deal. The value
for this field defaults based on your specification in the Portfolio Product Preference screen.
If the default value is ‘Yes’, you can change it to ‘No’, but not the other way round.

Only those SK locations can be chosen for this portfolio, which have the Banker’'s Acceptance
option enabled.

Repo on Today's Projected Holdings

Check this box to enable Repo on projected holdings for the day. If you check this, the system
will allow you to create a Repo deal based on the projected holdings for the day.

This option does not allow you to create a Repo deal based on future dated projected
holdings.

If you check this box, then 'Short Positions allowed' cannot be checked.

Defining Preferences for a Portfolio

While defining a portfolio, you can indicate preferences for the portfolio. The preferences
defined for the portfolio product to which the portfolio is associated is defaulted. You have the
option to change some of the defaults, but certain details that are characteristic of the product
type to which the portfolio belongs cannot be changed.

The preferences that you can specify are spread over two screens:

e The Main preference screen
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e The Detail preferences screen

& LBL_SEDXPFNL
[ New [ Enter Query

Product Code *
Product Description

|Contract Main EERESEEE

Corporate Action Notice Required

Required

T

Motice Days
Notice Days Type

Statement of Holdings

| Statement Of holdings
required
Statement Frequency I W
Statement Start Day
I v

Statement Start Month
Statement Number

etail Preferences

| Corporate Action MNotice

Corporate Action Required

T-Bill Accrual

Accrual Frequency

Accrual Start Day
Accrual Start Month

Accrue Discount for T Bill
v
b

Accrue Withholding Tax For
TBill Discount

Statement of Transactions

Statement Frequency
Statement Start Day
Statement Start Month
Statement Number

Statement Of Transaction
Required
~

I

Portfolio d *
Portfolio Reference
Fund Id

Role ToHead | Events | SKLocation

Maker Id

Date Time

| Security Restrictions | SPPrice | MIS | Advice |

Checker Id
Date Time

Fields
Status

Authorization Status

The Portfolio Main Preferences screen:

@ LBL_SEDXPFNL

[=% New [ES Enter Query
Product Code * Portfolio Id *
Product Description Partfolio Reference
Fund Id
‘Contract Main Main Preferences il Prefere
Premium or Discount Revaluation of Positions Limits Tracking
Accrue Premium Revaluation Of Settied Bonds ~
Accrue Premium [ Phstons Equities ~
|_|Revaluation Of Unsettled
Accrue Discount Positions Rights P
Accrue Discount o Revaluation Level A Warrants b
Accrual Method b Revaluation Method w Treasury Bills ~
Accrual Frequency ~ Revaluation Frequency ~
Start Day Revaluation Start Day
Start Month o Revaluation Start Month | b
Redemption Premium Realized Revaluation Forward Profit & Loss Accrual
Accrue Redemption Revaluation Method ~ Forward Profit & Loss
Premium LOCOM Basis = Accrual
Accrual Method [~ Accrual Method [~
Revaluation Freguency ~
Accrual Frequency [~ Accrual Frequency [~
Revaluation Start Day
Accrual Start Day Revaluation Start Month I—V Accrual Start Day
Accrual StartMonth [~ Accrual StartMontn [~
Interest Accrual Revaluation Exchange Rate Code
Interest Accrual Exchange Rate Code
Accrual Frequency ~ Description
Accrual Start Day
Accrual Start Month ~
Role ToHead | Events | SKlLocation | Security Restricions | SPPrice | MIS | Advice | Fields =

Maker Id Ci

ker Id

Date Time Date Time

The Portfolio Detail preferences screen

Preferences (that involve accounting entries) defined for the product cannot be changed while
creating a Securities Portfolio that involves it. These include:

e The asset accounting basis
e The portfolio costing method
e Whether the intrinsic value of rights and warrants needs to be booked
e Accrual preferences like
—  Whether withholding tax should be accrued
— Whether the discount for T-Bills should be accrued
—  Whether withholding tax for discounted T-Bills should be accrued
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— Whether premium or discount should be accrued
— Whether redemption premium should be accrued
—  Whether interest should be accrued

— Whether forward profit or loss should be accrued

— Revaluation preferences, such as the revaluation basis, LOCOM basis, method,
frequency, and start date)

The LOCOM basis is defaulted from the Portfolio Product, and can be changed.
Subsequently, amendment of the LOCOM basis specified in the Portfolio Definition screen is
not possible.

For details about the LOCOM basis, refer the chapter ‘Maintaining a Portfolio Preference
Class’ of this User Manual.

Further, you can specify the following preferences, for the components that can be accrued:

— The accrual method
— Accrual frequency
— Start days

— Start month

Premium Discount

Specify the following details:

Accrual Method

The accrual method refers to the method to be used to calculate the amount of premium or
discount to be accrued. You can select one of the following options from the drop-down list:

e 30 (Euro) /360
e 30(US)/360

e Actual/ 360

e 30 (Euro)/ 365
e 30(US)/365

e Actual/ 365

e 30 (Euro) / Actual
e 30 (US)/Actual
e Actual / Actual
e 30 (Euro)/ 364
e 30(US)/364

e Actual/ 364

Forward PL Accrual

Specify the following details:

Accrual Method

The accrual method refers to the method to be used to calculate the amount of forward profit
or loss that is to be accrued. You can select one of the following options from the drop-down
list:

e 30 (Euro) /360

e 30 (US)/360
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e Actual / 360

e 30 (Euro) /365

e 30(US)/365

e Actual / 365

e 30 (Euro) / Actual
e 30 (US)/Actual
e Actual / Actual

e 30 (Euro)/ 364

e 30(US)/364

e Actual/ 364

Redemption Premium

Specify the following details:

Accrual Method

The accrual method refers to the method to be used to calculate the amount of premium that
is due to you for holding the bond. You can select one of the following options from the drop-
down list:

e 30 (Euro) /360
e 30(US)/360

e Actual / 360

e 30 (Euro) /365
e 30(US)/365

e Actual / 365

e 30 (Euro) / Actual
e 30 (US)/Actual
e Actual / Actual
e 30 (Euro)/ 364
e 30(US)/364

e Actual/ 364

Note

The value of the accrual method maintained in the ‘Security Portfolio Definition’ screen is
used for calculating the accrual interest for a given portfolio.

Indicating the Revaluation Level

As a branch parameter, if you have indicated that revaluation should be performed at the

Holdings level, you have the option of selecting between Deal level revaluation and Position
level revaluation for a specific portfolio. This option will not be made available if, as a branch
parameter, you have indicated that the revaluation should be performed at the Portfolio level.

You will not be allowed to revalue a portfolio at the deal level if the Costing Method for the
portfolio is WAC. The default level is positions and that cannot be changed.
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The entries passed for deal level revaluation at the event BRVL (Securities Revaluation of
Positions/Deals) are:

8?:;{[ Accounting Role and Description Amount Tag and Description

Debit MTM_EXP - Expense GL for Revalua- MTM_EXP - Revaluation Expense
tion (MTM Method) (MTM Method)

Credit | MTM_LBY - Liability GL for Revaluation | MTM_EXP - Revaluation Expense
(MTM Method). (MTM Method)

Debit MTM_ASS - Asset GL for Revaluation MTM_INC - Revaluation Income
(MTM Method). (MTM Method)

Credit | MTM_INC - Income GL for Revaluation | MTM_INC - Revaluation Income
(MTM Method). (MTM Method)

Debit LOCOM_REVAL_EXP - Expense GL LOCOM_REVAL_EXP - Revalua-
for Revaluation (LOCOM Method). tion Expense (LOCOM Method)

Credit | LOCOM_REVAL_LBY - Liability GL for | LOCOM_REVAL_EXP - Revalua-

Revaluation (LOCOM Method).

tion Expense (LOCOM Method)

A note on Processing Bonds and T-bill based on the YTM parameters

While processing a Bond or a T-Bills, if the Price quote is not by ‘Yield to Maturity’, the YTM
is computed based on the formula given below:

g

Where:

_|_

RE

N C
Z i

(A

7+ %)

e Pgis the Purchase price of the Bond

e N is the Total number of coupons

e C;is the Coupon payment for coupon i

e Yygisthe Deal YTM ( Periodic)

e Ygisthe Deal YTM

e Ais the Day Count Method — Denominator

e nisthe Couponsin a Year

(
(+%y,) *

Ad‘y\r

)

e P isthe Period of Reinvestment. If Null, defaulted to A/n

e R.P.is the Redemption Price

e Al is the Accrued Interest

e Ad;is the Coupon Date — Value Date

e Adyis the Redemption Date — Value Date

21-10

ORACLE’



The formula used to calculate the yield given price — for T-Bills, will be

p_ Vil ot

0

vor +(M
(1+A)Yo*(A))

Where:

e Pgyis the Purchase price of the T-Bill

e R.P.is the Redemption Price

e Ygisthe Deal YTM

e Ad is the Redemption Date — Value Date
e Ais the Day Count Method - Denominator

End-of-Day processing — accrual by the straight line method

During EOD processing on each day, the system picks up all deals in Bonds and T-Bills
marked for DPRP accrual — based on Constant Yield Basis.

‘DPRP’ stands for Discount, Premium and Redemption Premium.
In case of Bonds, from the formula mentioned below, the YTM computed and stored at the

time of saving the deal, is used to arrive at the price of the deal for the current working day
(P2).

N
P=> 5 + RP. — Al

_ A Ad;\.-
= 1+%y,)

P

(== (=X
(1+%y,) *°

If the Annualizing method is Compound, the deal YTM is computed as follows:
=
Yo= |(1+y,)7 -1

If the Annualizing method is Simple, the deal YTM is computed as follows:

_ A
YO b _}’0 E

If case of EX Deal, first coupon amount will be 0 (C1=0).

Where:

e P s the Price of the Bond.
e N is the Total number of coupons.
e C;is the Coupon payment for coupon i
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e Yypisthe Deal YTM (Periodic).

e Ygisthe Deal YTM.

e Aisthe Day Count Method — Denominator.

e nisthe Couponsin a Year.

e P isthe Period of Reinvestment. If Null, defaulted to A/n.
e R.P.is the Redemption Price

e Alis the Accrued Interest

e Ad;is the Coupon Date — Application Date

e Adyis the Redemption Date — Application Date

The price obtained for the current working day is then compared with the price obtained during
the previous day’s EOD processing (P1). The difference between the price of the deal on the
current working day and the previous day (P2 — P1) is the amount for which accrual entries
will be passed, on the current working day.

In case of T-Bills, from the formula mentioned below, the YTM computed and stored at the

time of saving the deal, is used to arrive at the price of the deal for the current working day
(P2).

R.P.

497, *(2)

Where:

e Pis the Price of the T-Bill

e R.P.isthe Redemption Price

e Yyisthe Deal YTM

e Adis the Redemption Date — Application Date
e Ais the Day Count Method - Denominator

The price obtained for the current day is compared with the price obtained during the previous
day’s EOD processing (P1). The difference between the price of the deal on the current day
and the previous day (P2 — P1) is the amount for which accrual entries will be passed, on the
current working day.

For example, let us assume, in your country all Securities (Bonds, Thills, CPs ) are quoted in
the market on a yield basis. Additionally, no tax is levied on any capital gains (to encourage
trading) but 35 % tax is charged on the Discount Amount. Accrual in a straight line method
would divide the discount amount equally to the number of days to mature. But your bank
would like to calculate the present value on the Security on a daily basis and difference will
be booked as Discount Earned. In this method the present holding cost will be always lesser
than the straight line revaluation (if it is bought in discount) and hence capital gain will be
higher during the sell.

A T Bill worth 50,000,000.00 (FV) is Bought on 1-Sep-2002 Maturing on 08-Aug-2003 at
Annual Yield rate of 13%.
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On Buy:

Buy Date 01-SEP-2002

Redemption Date 08-Aug-2003

YTM Price 13% B3

Quantity (Nominal) 50,000,000.00 B4

Days to Mature 341 B5

Price 89.1701 B6 = ROUND(100/(1+(B3*B5)/365),4))

Net Consideration

44,585,050.00

Discount

5,414,950.00

B14

On A later date (10-Sep-02)

Yield

13%

Holding Quantity

50,000,000.00

Days to Mature

332

Present Cost

89.4257

D6 = ROUND(100/(1+(D3*D5)/365),4)

Present Value

44,712,85000 D7
=D4*D6/100

Present Discount

5,287,150.00 D14

Discount to Be
Amortized

127,800

D15 =B14- D14

DPRP Accrual for Bonds with quantity redemption schedules

For securities which are redeemable on call and with redemption type Quantity, you can
choose to redeem a specific amount of the face value by entering the requisite percentage in
the Redemption Percent field in the Securities Corporate Action Maintenance — Redemption

screen.

Refer to the chapter on Maintaining and Processing Corporate Actions in this manual.

For such securities, the DPRP accrual takes into account the weighted average of the days

to redemption.

Accrual by the exponential method

In the exponential method of DPRP accrual, the amount accrued is not the same each day,
but rises exponentially with each passing day of the accrual period. The amount accrued at

the end of each day is given by the following formula:

Wy, = PP * (Fv/PP)("L/n2)

Where:

W,, = Value of the Bond on accrual date;
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PP = Purchase Price of the Bond;

FV = Face Value of the Bond;

nl = Number of days from purchase till the date of accrual;

n2 = Number of days from purchase till maturity.

For example, consider a Bond with the following basic details:
e Purchase Price = PP =80 USD

e Face Value (Nominal) = FV =100 USD

e n2=10

The value of the bond and the amount accrued each day till maturity is given in the table
below. For comparison, the accrued amount each day, as obtained by the straight line method
of accrual, is given in the last column. All figures are in USD:

Value of Bond in

Discount Accrual

nl Value of excess of Purchase DlscountAccruaI by by straight line
Bond . exponential method
Price method
1 81.805 1.805 1.805 2.000
2 83.651 3.651 1.846 2.000
3 85.539 5.539 1.888 2.000

nl | Value of

Value of Bond in excess

Discount Accrual by

Discount Accrual by

Bond of Purchase Price exponential method straight line method
4 87.469 7.469 1.930 2.000
5 89.443 9.443 1.974 2.000
6 91.461 11.461 2.018 2.000
7 93.525 13.525 2.064 2.000
8 95.635 15.635 2.110 2.000
9 97.793 17.793 2.158 2.000
10 | 100.000 | 20.000 2.207 2.000
20.000 20.000

In case the redemption date is extended, the system recomputes the DPRP amounts
irrespective of the accrual method maintained for DPRP. Discount/Premium accrual will be
completed till the extension date (using the old redemption date). However, all the unaccrued
Discount/Premium will be accrued from the transaction date of the redemption date extension.
Subsequently, YTM for all the deals will also be recomputed.

Specifying the Advices to be Generated

The advices that can be generated, for the events that occur during the life cycle of securities
in a portfolio, are defined for the product to which the portfolio is associated.
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From the Portfolio definition screen, click ‘Advices’ button. The advices screen is displayed.

@ Leg Advices - X
Portfolio 1d
Description
Event Details
*[=I=
[ Esn+ Event Code Description Security 1d i
A | | | ‘
3
Advice Details
[*[=]=
[7] advice Code * Suppress  Priority Party Id Party Name Advice Description Address 1 Address 2 "
] No =  MNormal =] | | | |
< T ————— 2

Highlight an event, to view the advices associated with it. The address, to which an advice
should be delivered, is picked up by default, based on the media and address maintained for
the party.

The party type to whom an advice should be sent is also picked up automatically, based on
the type of portfolio you are entering and the parties involved.

Suppressing the generation of an advice

By default, all advices defined for a product will be generated for the portfolios to which it is
associated. If any of the advices are not applicable to the portfolio being created you can
suppress its generation.

Priority

For a payment message by SWIFT, you have the option to change the priority with which a
message should be delivered. By default, the priority of an advice is marked as Normal. You
have the option to prioritise a payment message to one of the following options:

e Normal
e Medium
e High

After selecting the advices to be generated for the portfolio, click add icon to save the entries
that you made. Click delete icon to reject the entries that you have made. In either case, you
will be returned to the Portfolio Definition screen.
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21.6 Viewing Event Details

Click ‘Events’ from the Portfolio definition screen, to view the accounting entries that were
passed and the overrides that were encountered, for each event in the lifecycle of a portfolio.

. Leg Events, Accounting Entries & Overrides -

Reference Number Security Id
Portfolio d

Events

[+[=[E=]
:D Serial Number*  Event Event Date Maker |d ) Maker Date Checker Id ) Checker Date | .
]| =E [==]] 1| [=]] I =]
4 b =
Accounting Entries
: [+[=[=]
_|:| Branch  Account DriCr Amount Tag Code Date Value Date ¢
a1  — - =] Bl
4| 1 +
Contract Overrides

[+[=]E]
D =
]
4 | i [3

Accounting entry details

Highlight the event to view its accounting entries. All the accounting entries that were passed
and the overrides that were encountered for the event will be displayed.

The following information is displayed for each accounting entry:

Branch

Account

Dr/Cr indicator

The amount tag

The date on which the entry was booked
Value Date

The deal currency
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21.7.1

e Amount in deal currency

e The foreign currency equivalent (if applicable)

e The exchange rate that was used for the conversion

e Amountin local currency

e All the overrides that were encountered for the event will also be displayed

Click ‘Exit’ button to exit the screen. You will be returned to the Application Browser.

Maintaining Security Restrictions for a Portfolio

From the head office of your bank, you can establish certain controls over the securities that
a portfolio can trade in. These controls are achieved by specifying restrictions.

The security restrictions maintained for the portfolio product associated with a portfolio will by
default apply. You can use the defaulted restrictions or define security restrictions for a
portfolio.

Click ‘Security Restrictions’ button from the Portfolio Definition screen, to invoke the Security
Restrictions screen.

4 Security Restrictions - X

Portfolio 1d Partfolio Description

Restriction Type

Restriction Type Allowed
») Disallowed

Security Product Restrictions
1 0f1

[ Code Description "
O

Security Access
1 0f1

L] Security Id Product Description Allowed -

o —

Features of the screen

Restriction Type

You can specify security restrictions in the form of an allowed or disallowed list. You can
indicate whether you are maintaining an allowed or a disallowed list type by choosing the
appropriate option under the field Restriction type.
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When you set up security restrictions, the securities that do not figure in the allowed list cannot
be traded with. If you have maintained a disallowed list, securities that do not figure in it can
be involved in deals linked to the product.

Allowed/Disallowed
Under Security Restriction, you will see a column displayed.
e An Allowed or Disallowed list (depending on the restriction type you are maintaining).

For example, if you have chosen to maintain an Allowed list, the column will display the list of
categories that you allow.

Exempting specific securities from an allowed or disallowed list

You can exempt specific securities, from the restriction specified for the product to which they
belong. Click add icon and select a security code from the picklist.

You can choose to Allow or Disallow the security that you have selected by choosing the
appropriate option under Restriction Type. Click delete icon to remove a security from the list.

For example, suppose that you have maintained the following security products in Oracle
FLEXCUBE:

Product Code Products linked to it

SECA EQ1
EQ 2
EQ3

SECB BD1
BD2
BD3

You are maintaining security restrictions for a portfolio. You have indicated the restriction type
as Allowed. For this portfolio, you have moved the Security product SECA to the allowed list.
This in effect means that you have,

Allowed SECA for the portfolio.
Disallowed SECB for the portfolio.

You want disallow security EQ 3 and allow security BD 1. In Oracle FLEXCUBE this is
achieved thus:

Follow the same procedure for the security ID, BD1 and indicate that it is allowed for the
portfolio.

Thus you have allowed the securities EQ 1, EQ 2, and BD 1 for the portfolio.

Confirming your specifications

After you have defined restrictions, click ‘Exit’ to delete your specifications. You will be
returned to the Portfolio Definition screen.

Mapping Accounts to a Safe Keeping Location

While setting up a portfolio, you can indicate the default account at a safe keeping location
(SKL) that should be used when deals involving securities lodged at the SKL are traded.
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Click ‘'SK Location’ from the Portfolio Definition screen to invoke the Safe Keeping Location
screen. In this screen you can indicate the default account to be used for each SK location.

4 SK Location e
Portfolio Id

Portfolio Description

Safe Keeping Location To Account Mapping
1 OB

[] Safe Keeping Location |d  Safe Keeping Location Account 5

O
The procedure for mapping accounts

Indicate the ID of the safe keeping location at the Safe Keeping Location field. Alternatively,
select a safe keeping location from the picklist. The picklist will contain details of all valid safe
keeping locations, maintained in the SKL Maintenance screen.

Thereatfter, indicate the default account at the SKL account field. Select an account from the
picklist. The picklist will contain the accounts that the holder of the portfolio maintains, with the
SK location.

To add another SK location and account combination for a portfolio, click add icon and follow
the procedure listed above. To delete a mapping that you have made, highlight the mapping
and click delete icon.

Click ‘Exit’ to cancel the entries. You will return to the Portfolio Definition screen.
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Specifying Accounting Role to Head Mapping Prefer-
ences

While creating a product, you have specified Role to Head Mapping preferences. The
preferences specified for the product associated with the portfolio is defaulted. Click ‘Role to
Head’ from the Securities Portfolio Definition screen.

4 Role To Head I

Portfolio Id Partfolio Description
Raole To Head
Role Head Description

Security Product - Role to Head Class Mapping
1 0f1

[] Product * Description Role To Head * Description
O

Security - Role to Head Class Mapping
1 0f1

|| Security Id * Description Role To Head 