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PREFACE

1. Preface

1.1 Introduction

This manual is designed to help acquaint you with the Securities Module of Oracle Banking Treasury Management.
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.

1.2 Audience

This manual is intended for the following User/User Roles

Table 1.1: User Roles

Role Function

Back office data entry | Input functions for deals/queries

Clerks

Back office | Authorization functions/queries
Managers/Officers

Product Managers Product definition and authorization

End of Day Operators Processing during End of Day/ beginning of day
Financial Generation of queries/reports
Controller/Product

Managers

1.3 Definitions

This manual is intended for the following User/User Roles

Table 1.2: Security Terms

Term Definition

Corpus It is the principal amount of a debt instrument, or the underlying assets in
a trust. This content can be found in the URL
http://www.investorwords.com/1141/corpus.html.

Coupon It is the interest rate on a fixed income security, determined upon
issuance, and expressed as a percentage of par.

ISMA It stands for the International Securities Markets Association. It is a
self-regulatory organization and trade association originally located in
Zurich, Switzerland, that encourages systematic and compliant trading in
the international securities market.
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Term

Definition

ISITC

It stands for the International Securities Association for Institutional Trade
Communication. It is an organization that develops invaluable
recommendations for straight-through processing and other electronic
trade and communications procedures - recommendations that are
repeatedly adopted by the industry and become standards that have
transformed trading processes.

Redemption

It is the return of an investor's principal in a security, such as a bond,
preferred stock or mutual fund shares, at or prior to maturity.

Redemption Premium

It is the amount paid to the holder of the security called for redemption in
addition to the principal amount of (and any accrued interest on) the
security.

Yield

It is the income return on an investment. This refers to the interest or
dividends received from a security and are usually expressed annually as
a percentage based on the investment's cost, its current market value or
its face value.

Yield to Maturity

It is the rate of return anticipated on a bond if it is held until the maturity
date. YTM is considered a long-term bond yield expressed as an annual
rate.

Yield to Worst

It is the lowest potential yield that can be received on a bond without the
issuer actually defaulting. The yield to worst is calculated by making
worst-case scenario assumptions on the issue by calculating the returns
that would be received if provisions, including prepayment, call or sinking
fund, are used by the issuer.

Yield to Call

It is the yield of a bond or note if you were to buy and hold the security
until the call date. This yield is valid only if the security is called prior to
maturity.

Current Yield

It is the annual income (interest or dividends) divided by the current price
of the security. This measure looks at the current price of a bond instead
of its face value and represents the return an investor would expect if he
or she purchased the bond and held it for a year.

Nominal Yield

The interest rate stated on the face of a bond, which represents the
percentage of interest to be paid by the issuer on the face value of the
bond.

Yield Curve

It is a line that plots the interest rates, at a set point in time of bonds
having equal credit quality, but differing maturity dates.

Effective Interest Method

It is the manner of accounting for bond premiums or discounts. The
interest expense equals the carrying value of a bond at the beginning of
the accounting period times the Effective Interest Rate (yield); also called
scientific amortization.

MTM

It stands for ‘Mark to Market'. It is the act of recording the price or value of
a security, portfolio or account to reflect its current market value rather
than its book value.
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Term

Definition

LOCOM

It stands for ‘Lower of Cost or Market'. It is an accounting method used to
establish the dollar amount at which assets are recorded on a savings
association's books. The amount established is the lower of the cost of
the asset or the current market value. Under this method, assets must be
written down if the market value falls below the cost. They may also be
written up but not above their amortized cost.

Intrinsic Value

It stands for a measure of the value of an option or a warrant if
immediately exercised that is the extent to which it is in-the-money. The
amount by which the current price for the underlying commodity or
futures contract is above the strike price of a call option or below the
strike price of a put option for the commodity or futures contract

Renouncable Right

It is an offer issued by a corporation to shareholders to purchase more
shares of the corporation's stock (usually at a discount). Renouncable
rights have a value and can be traded.

Restricted Restricted stock, also known as letter stock or restricted securities, refers
to stock of a company that is not fully transferable until certain conditions
have been met. Upon satisfaction of those conditions, the stock becomes
transferable by the person holding the award.

Convertible It stands for a bond that can be converted into a predetermined amount of

the company's equity at certain times during its life, usually at the
discretion of the bondholder.

1.4 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

1.5 Related Documents

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

Procedures

Messaging System

Management Information System

Central Liability
Products
Settlements
Interest

Charges and Fees
Tax

User Defined Fields
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1.6 List of Topics

This manual is organized as follows:

Table 1.3: Topics

Topics

Description

Overview of Securities
Domain

Explains the overview of the securities domain.

Overview of Securities

Explains the snapshot of the features and functionality offered by the
module.

General Maintenance

General Maintenance deals with setting up and maintaining basic
information, before the Securities module becomes operational.

Maintain Price Details

Maintaining Price Details deals with updating the current market price of
various securities maintained in the system.

Maintain Market Price
Codes

Maintaining Market Price Codes deals with maintaining codes for the
market price of securities including multiple price codes on account of
trading in different markets.

Maintain Safe Keeping
Locations

Maintaining Safe Keeping Locations deals with defining Safe Keeping
locations and maintaining Safe Keeping accounts for trading securities.

Building Branch and
Currency Restriction
Class

Building Branch and Currency Restriction Classes details on the
parameters to be defined and maintained governing the rules of
processing securities, and define Branch, Currency, and Customer
Restrictions as Class.

Account Role to Head
Mapping Class

The Accounting Role to Head Mapping Class discusses the concept of
Accounting Roles and Accounting Heads. Also it describes the building of
Accounting Role to Head Mapping Classes.

Define Security
Preference Class

Defining Security Preference Classes are the options available for defining
the attributes of a security. This chapter explains the building of a Security
Preference Class.

Maintain Portfolio
Preference

Maintaining Portfolio Preference Class explains the building of a Portfolio
Preference Class.

Define Deal Preference
Class

Defining a Deal Preference Class explains the building of a Deal
Preference Class.

Security Restriction Class

Security Restriction Classes details the concept of a Security Restrictions
Class and the procedure of building one.

Maintain Portfolio
Restriction Class

Maintaining Portfolio Restriction Classes discusses the concept of, a
Portfolio Restrictions Class and the procedure involved in building one.

Define Attributes of a
Security Product

Defining Attributes of a Securities Product - describes the concept of a
product and the building of a Securities Product in Oracle Banking
Treasury Management.
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Topics

Description

Define Attributes of a
Portfolio Product

Defining Attributes of a Portfolio Product explains how you can build a
Portfolio Product.

Define Attributes of a
Deal Product

Defining Attributes of a Deal Product explains the procedure of building a
Deal Product.

Define Product
Combination

Defining a Product Combination deals with setting up products that cater to
deal combinations.

Maintain Security

Maintaining a Security explains the details that need to be entered in order
to maintain a security.

Maintain and Process
Corporate Action

Maintaining and Processing Corporate Actions enables to understand the
maintenance of corporate actions and the processing of corporate action
events.

Define Portfolios

Defining Portfolios deals with setting up of Portfolios for the Bank, their
customers and for an Issuer of securities.

Process Securities Deal

Processing Securities Deal with the following types:

» Bank portfolio buys and sells
¢ Customer buys and sells

» Standalone lodge and withdraw

Safe keeping location (SKL) to SKL transfer

¢ Block Securities

Process a Block
Securities Deal

Process a Block Securities Deal explains the manner in which block deals
are processed in Oracle Banking Treasury Management.

Securities Transfer
Across Locations

Transferring Securities Across Locations explains how to transfer
securities from one Safe Keeping location to another or from one account
to another within the same location. In addition, it also tells how to stop a
specified quantity of securities from being traded in the market.

Maintain Block Security
details

Maintain Block Security Details deals with specifying a quantity of
securities to be stopped from being traded in the market.

Bonds Provisioning

Bonds Provisioning deals with the provisioning process to be added to the
bond.

Bond Status Change

Bond Status Change provides the overview of the Status changes process
for a bond.

Batch Process

Batch Process documents the Beginning and End of Day functions that are
processed by the system.

Credit Default Index

Credit Derivative Index provides the overview of the processing of Credit
derivative Swap Index (CDI) instrument.
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Topics Description

RFR For Securities RFR for Securities provide the complete overview of the risk free rates
which can be applied for the security contract.

Customer Customer Correspondence explains the various types of advices

Correspondence generated at each stage, for the Securities module.

Making Queues

Making Queries details to make queries for specific information.It also
details the steps to follow for building a query.

Error Codes

Error codes and Messages for Securities lists the error messages that one
may encounter, while working with Oracle Banking Treasury Management.

Annexure A - Accounting
Entries and Advices

Annexure A - Accounting Entries and Advices for the Securities module
lists the suggested event-wise accounting entries and advices for the
Securities module.

Glossary

Glossary provides the list of important terms and its definition.

Function ID - Glossary

Function ID Glossary has alphabetical listing of Function/Screen ID used
in the module with page references for quick navigation.
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2. Overview of Securities Domain

The role of the financial system is classified into the following:
* Savings Function - Mobilize savings in a way to provide a potentially profitable and low-risk outlet.

¢ Policy Function - Through the policy function, the government ensures a smooth flow of funds from savings into

investments to stabilize the economy.

¢ 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 neces-

sary credit for investment and spending purposes.

The financial system evolved due to certain complexities associated with performing these functions.
¢ Generally, the requirements of the borrowers do not match that of the savers. Savers are concerned about the

safety of funds, return, and liquidity, borrowers are concerned about the terms of the funds borrowed, the cost

of funds, and the ease associated with borrowing funds.

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

This chapter contains the following sub-topics:
1)  Financial market

2)  Characteristic Features of the Financial Markets
3)  Financial Intermediaries

4) Intermediaries Operating in Financial Markets
5)  Financial Assets (Securities)

6) Equities

7)  Preference Shares

8)  Fixed Income Securities

9)  Rights and Warrants

10) Trading in Equities

11) Trading in Bonds / Fixed Income securities

12) Corporate Actions on Securities
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2.1 Financial market

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 aid of the financial market in increasing production and
income for the various units.

2.1.1 Types of Markets

The main segments of the organized financial markets are as follows:
Table 2.4: Market Types

Market type Description

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 applicable exchange rate,
the transfer of funds takes place in this market. This is
one of the most developed and integrated markets
across the globe.

Credit Market A credit market is a place where banks, financial
institutions, and NBFCs purvey short, medium, and
long-term loans to corporates and individuals. Such
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.
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2.1.2 Characteristic Features of the Financial Markets

Table 2.5: Financial Market

Financial Market Purpose Players Regulator
Money Market Short-term rupee * Banks, Central Bank
finance

* Governments
* FIs

e Corporates
* FlIs

* MFs

¢ individuals

Capital Market Long-term rupee e Corporates E.g. US SEC
finance . Banks
* Fls
* individuals
* MFs
* FlIs
Forex Market Short/Long-term * Banks Central Bank
;i?]raeri]gcr;currency » corporates
» forexdealers
Credit Market Short/long-term * Banks Central Bank
rupee finance . Fls
* NBFCs

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. A primary market is a place for the fresh issue of securities. Corporates, banks, Fls, and the
government can issue new securities and raise funds for investment purposes. The secondary market deals in secu-
rities 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 is far greater than those taking place in 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
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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.

2.1.3 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,
the mere issue of securities may not suffice. Adequate information on 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 intermedi-
aries 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 mecha-
nisms 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. The 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, finan-
cial consultants, primary dealers, secondary dealers, self-regulatory organizations, etc. The role of these intermedi-
aries is summarized in the following table.

2.1.4 Intermediaries Operating in Financial Markets

Table 2.6: Intermediaries

Intermediary Market Role

Stock Exchange Capital Market Secondary market for securities.

Investment Bankers » Capital Market Corporate Advisory services, Issue
of securities.

¢ Credit Market

Underwriters ¢ Capital Market Subscribe to un-subscribed portion

+ Money Market of securities.

* Registrars Capital Market Issue securities to the investors on
o behalf of the company and handle
* Depositories .

share transfer activity.

e Custodians

* Primary Dealer Money Market Market making in government
securities.
* Secondary 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. To prevent any
misappropriation of the lenders’ funds and to reduce the risks of the investors a well-regulated environment has to
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be developed. With markets in various countries, harmonizing their regulations, these financial intermediaries are
now becoming global players.

2.1.5 Financial Assets (Securities)

Financial assets constitute an abstract but verifiable financial stake that may be represented through a paper docu-
ment 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 finan-
cial stakes represented by securities are stakes in some business, government, or other legal entity.

* If the security is equity/stock, then the investor’s role is ownership (together with other investing shareholders,
if any).
* If the security is a bond, then the investor is a creditor and the other entity can be corporate or government.

* If the security is an option, then the investor has certain well-defined rights and the other entity has corre-

sponding obligations.

2.1.6 Equities

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

¢ A claim, proportional to the number of shares held, to a portion of the corporation’s assets
¢ The power to vote on company business at shareholders’ meetings, again in proportion to shares held
* The right to dividends that may be voted by the Board of Directors

* 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.

2.1.7 Preference Shares

Preference shares are also shares with certain variations.
* They carry a fixed dividend, which is announced at the time of the issue.

* They have no voting rights.

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

2.1.8 Fixed Income Securities

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

2.1.8.1 Bonds

This topic describes the overview of Bonds.

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

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

They carry no voting rights

They carry a fixed interest rate, which gets paid to the bondholder on a periodic basis

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

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

Callable As with preferred stocks, bonds may be callable. Issuers have the ability to retire the issue before matu-

rity, if they want to, under set conditions.

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

corporate debt.

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.

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.

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.
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» Series bonds - Corporations may issue bonds in series (say |, Il lll, 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:
* In redemption, the bonds are retired, and the bondholders are paid cash. Here again, the bonds are retired

completely in one stroke or a logical sequence of the series.
¢ In a conversion, the bondholders exchange their bonds for shares of common stock.

* In a refunding, the corporation retires one bond issue by issuing another.

2.1.8.2 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.

2.1.8.3 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 coupons, 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).

2.1.8.4 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.

2.1.8.5 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 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-nego-
tiable. 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 nego-
tiable CD market.

2.1.8.6 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 a discount instrument and sometimes as prin-
cipal 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 the face and full value. To receive the interest, the buyer must, for all practical purposes,
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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.

2.1.8.7 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. | affect, 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 a security.

2.1.8.8 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

2.1.9 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.

2.1.9.1 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 purchase, or subscription price
that is lower than the stock’s current market price. Shareholders who choose not to subscribe may sell their rights.

2.1.9.2 Warrants

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 corpo-
ration 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. A
right certificate could represent 100 rights, and a warrant certificate could represent 100 warrants. The term
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confuses 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 number of rights or warrants represented

thereon.

2.1.10 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 the
primary market offering. The equity shares then get listed on the stock exchange. The stock exchange is the market
place for buying and selling of equity shares.

The stock exchange offers the common trading floor for trading on stocks. They offer liquidity to 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 a daily basis. Stock
exchanges also allow for settlement for trades.

Typical settlement periods that stock exchanges follow are:
» 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 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.

* 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:
¢ 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 Safekeeping locations for

the customer which can typically be a custodian, broking house or a bank.

* 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 hold-

ings of the customer in an electronic format. Securities never exist in physical form.

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

central depository.

2.1.11 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 the Delivery vs Settlement scenario. The deals are done
in such a manner that normally get settled within a few days. The quantity of bonds is generally quoted in the market
in two forms:

¢ Units
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¢ 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 a 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 the same in both 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

* Actual / 360

* Actual / 365

* Actual / 364

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

* 30(US)/ 365

* 30 (US) /364

* 30 (EURO)/ Actual
» 30 (EURO)/ 360
* 30 (EURO)/ 365
» 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:
* Nominal Yield

¢ Current Yield

* 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
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received on the amount of money paid. The 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, the 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

$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 securi-
ties carry a face value, but they are usually traded at a discount. The 2-10 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

2.1.12 Corporate Actions on Securities

Corporate actions are various events that happen on the different types of securities during the life cycle of the secu-
rities. 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:
» Cash dividend on equities / preference shares

¢ Stock dividend on equities
* Interest on bonds / fixed income securities
* Redemption of bonds / fixed income securities either on Call / maturity date

* Exercise of rights / warrants associated with securities

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

* Mergers and acquisitions
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2.1.12.1 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 plow back the remaining portion of the earnings into
its reserve, which can be re-used for funding the company’s growth in the 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: record date and
payment 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.

2.1.12.2 Stock Dividend

Corporation rewards 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 feel 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. The 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 the existing outstanding units. The market value
of the stock usually comes down after a stock dividend.

2.1.12.3 Interest on Fixed Income Securities

The interest paid on the fixed income securities/bonds is the 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

2.1.12.4 Redemption on Fixed Income Securities

Fixed income securities/bonds have 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 their 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.

2.1.12.5 Rights / Warrants

Rights offerings allow existing shareholders 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. 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 addi-
tional shares at a discount from the market price.
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2.1.12.6 Stock Splits

A stock split increases 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, the 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.

2.1.12.7 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
based on a predetermined 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.

Spin-offs are like mergers in reverse. Company C decides to split off part of its operations into a separate organiza-
tion. 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 the issuance of stock at
some preset ratio. Let us say an investor owns 100 shares of Company C. After the spin-off of Company D, the
investor still owns 100 shares of C, but you also own, say, 50 shares of Company D.
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3. Overview of Securities

3.1 Introduction

The Securities module of Oracle Banking Treasury Management is a comprehensive, automated, and flexible
back-office deal processing, and security life-cycle 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 instru-
ments) and portfolios (bank type, customer type, and issuer type). It is 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;
safekeeping 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 safekeeping locations, and automatically track, online, your expo-
sure to a customer at the deal level for total or pre-settlement risks. At the end of the day, you can also track your
exposure to selected issuers and safekeeping locations.

Defining ‘Products’, in Oracle Banking Treasury Management., 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 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 instru-
ments, you can automatically track coupon events, accruals, and redemption until 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 topic contains following sub-topics:
13) Snapshot of the Module

14) Process at the Portfolio Level - at the Beginning or End of Day
15) Started with the Module
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3.2 Snapshot of the Module

Figure 3.1: Process Flow

Architecture

—_—

| security Definition | | Portfolio Definition |

| Market Definition |

3.2.1 The instruments supported

Fixed interest bonds with quantity (staggered), bullet, or series type redemptions, and user-defined coupon

schedules supporting different interest methods for accrual and liquidation.

Flexible interest bonds with quantity, bullet, or series type redemptions, and user defined coupons with synchro-

nous or asynchronous rate revision schedules supporting different interest methods for accrual and liquidation.
Discounted instruments (Treasury Bills, Zero Coupon Bonds and Commercial Papers)

Equities

Rights

Warrants

3.2.2 Corporate Actions processing supported

Bonds:

Collection and disbursement of coupons for long and short holdings collected/ disbursed, by batch, from safe-

keeping location of holding for each portfolio.
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¢ 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 redemp-
tion

+ Series (with user defined series and redemption date and price)
¢ Warrant events are processed as appropriate auto buy or sell deals between the portfolio and the SK location

of the holding.

Equities:
» 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.

¢ 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.

» Partial or full cash conversion, at user-defined encashment price, collected by batchfrom the safe keeping loca-
tion 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.
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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.

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.

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 are:

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 are available as defaults for aiding faster inputs.
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 the bank to the 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.
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Transfer across Safe Keeping Locations.

Facility to change the format of the security.

3.3 Process 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 Profitand Loss

accruals.

Revaluation entries posted.

3.4 Started with the Module

Oracle Banking Treasury Management. 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 topic contain the following sub-topics:

1)
2)
3)
4)
5)
6)
7)
8)
9)

Build Classes

Define Products

Handle Interest, Charge and Tax Components
Build a Transaction Tax Scheme

Build an Issuer Tax Scheme

Handle Brokerage

Track Limits

Settle Deals

Query the System for Details

3.4.1 Build Classes

In Oracle Banking Treasury Management, a ‘Class’ embodies a generic set of attributes. A class could represent:
¢ A set of restrictions (branch, currency, customer, security restrictions, or portfolio restrictions).
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* A set of ‘preferences’ (security preferences, portfolio preferences, or deal preferences)
* A set of events and the corresponding accounting roles and heads (account types and the GLs involved), or

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

As part of your one-time setup, you can define several sets of classes of a particular type. For instance, you may
want to disallow banks and financial institutions from availing of 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 Banking Treasury Management, 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.

3.4.2 Define Products
You can use the Product Definition facility in Oracle Banking Treasury Management 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 Banking Treasury Management. 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 philos-
ophy of your operations.

A portfolio product can also represent a specific service that you offer. You can define a customer portfolio mainte-
nance service, Clean, Safe, and Fast Buck’, for example, as a product. Similarly, you can define a category of secu-
rities (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 appro-
priate 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.

3.4.3 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 mainte-
nance scheme, Clean, Safe, and Fast Buck. The highlights of this scheme are:

¢ You would not deal in long-term Zero Coupon Bonds.
* You would not deal in securities issued by alcoholic beverage companies.

¢ 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:

* 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).

* The securities that you are not allowed to deal with (long term zero-coupon bonds, securities issued by alcoholic

beverage companies and companies blacklisted by Greenpeace).

¢ The GLs that would be impacted.
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e The advices that need to be generated.

¢ The charges that you would levy.

* The taxes that would apply.

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

¢ 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 standardize these operations. For example, for a
portfolio product, you can define:

* The GLs that would be impacted (by associating an appropriate ‘Events, Accounting Entries and Advices Class).
* The advices that need to be generated.
* The charges that you would levy (by associating a Charge Class).

¢ The taxes that would apply (by associating a Tax Class).

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, but you can also
easily retrieve information relating to securities, portfolios, ordeals of a particular type.

3.4.4 Handle Interest, Charge and Tax Components

In Oracle Banking Treasury Management, you can build interest, charge and tax components, upfront. When
defining a product, you merely have to attach the required components. Thus, security, maintained under a security
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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

Local tax 2 — an additional tax

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

In Oracle Banking Treasury Management, you can build each of these components upfront. Since these taxes apply
to 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.
3.4.4.1 Build 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)

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

¢ The liquidation event (for a charge class)

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

interest class)
¢ The rate type (for an interest class)
¢ The default rate code (for an interest class)

¢ The default tenor (for an interest class)

These details default to the products with which you associate the class. For instance, 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.

3.4.4.2 Build Tax Classes

With the Securities module of Oracle Banking Treasury Management, you can process two kinds of tax:
 Issuer tax (charged on the coupon or cash dividend paid by the issuer)

* Transaction tax (local taxes, for example)

Issuer tax for security is calculated on the basis of the Issuer Tax Scheme associated with the product that the secu-
rity involves. The transaction tax for a securities deal is calculated on the basis of the Transaction Tax Scheme asso-
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ciated 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.)

3.4.5 Build 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
the 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:

* The tax currency

* The minimum tax amount

e The maximum tax amount

* The floor amount

e The floor charge

e The ceiling amount

 If you would like to apply a rate or a flat amount

¢ 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.

Build 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
arate value.) You can group the Issuer tax classes that you have built into an issuer tax scheme. When maintaining
a security product, you can associ