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Use case overview 
To simulate post-trade processing of securities, we have created a series of use cases that model typical 

steps in the front-to-back (ftb) flow – from execution to settlement.  These have been prepared with inputs 

from DTCC and ICMA to reflect current industry practices and efforts to promote efficiencies in the ftb 

workflow.  The use cases help model the event processing and data representation for each step in the 

workflow utilizing specific aspects of the ISDA CDMTM securities definition.  Participants are encouraged to 

implement these into an end-to-end workflow, demonstrating support for business process and non-

functional requirements such as state transition, data lineage, data segregation, and reporting.  

The first 3 use cases will be given to the participants ahead of the event to help: 

 Promote understanding of the securities model in CDM 

 Bootstrap participant platforms with sample trades in the CDM representation 

 Map CDM definitions to local, platform specific models. 

This offers an opportunity for participants to become acquainted with the test trade data.  We expect 

participants will have primed their solutions by loading the trades and completing the pre-event use cases. 

The remainder of the use cases will be shared on the day of the event.  Please note that the use cases 

provided during the event will build on the trade and reference data made available to the participants 

ahead of the event. 

A mockup of one sample trade with relevant data structures, lineage, and economic terms for each use case 

may be found in Excel. This is to help participants come up to speed with the model quickly and validate 

participant solutions.  It is not intended to be directly implemented or extended in the solutions.   
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Use Case 1: Execution 
 

Description 

For UC1, participants will model the initial state of the trade once both parties to the trade have agreed on 

the price and other economic terms.  In a securities transaction, an executing broker/dealer [BD1]1 trades 

on behalf of their client [C1]2 to a buy (or sell) a security [T]3.  Generally, this takes the form of a block trade 

that is then allocated across client subaccounts, if necessary.  The opposite side of the trade is facilitated by 

another broker/dealer [BD2]4 acting on behalf of their client [C2]5.  In this set-up, client [C1] is considered 

as the “Client”, executing broker [BD1] is “Executing Entity,” and the opposing broker [BD2] is defined as 

the “Counterparty.”   

 

Conforming to industry practices, please be advised that in the data itself, per the diagram below, the 

executing broker [BD1] would know their client’s info [C1] and only see the opposing broker/dealer’s 

information [BD2] and not the identity of their client [C2].   

 

Example of the roles in a Security Trade 

 

 

 

 

 

 

 

 

 

 

 

Input 

 JSON file: “UC1_Block_Trade_BT*” 

 

For the event we are providing 10 executed block trades (BT1 – BT10) in CDM format. Participants are 

encouraged to work out the use cases for T1 (designated in the trade data) end-to-end before progressing 

on others.  T1 is crucial to solve UC6 and UC7. The implementation should be able to handle any errors in 

the input data definitions, by demonstrating a robust exception workflow and resolution. 

 

                                                           
1
 BD1=Broker Dealer 1 

2
 C1=Client 1 

3
 T=Trade 

4
 BD2=Broker Dealer 2 

5
 C2=Client 2 

Client 
[C1] 

Client 

[C2] 

Executing 

Entity 

[BD1] 

Counterpa

rty [BD2] 

Buy Sell Data View 

[T] 

[T] = trade 



Barclays DerivHack2019 

 Participant Briefing  

5 
 

Task Objective 

Participants are required to convert trades from CDM representation to native representation and set-up 

relevant account static on their platforms. 

 

It is important to gain familiarity with the data structures, account references, and trade economic details 

captured in JSONs.  This block trade forms the basis of all subsequent use cases in establishing data lineage. 

 

Specific Tasks 

 Load JSON file “UC1_Block_Trade_BT*” 

 Translate CDM to native representation on platform 

 Structure all counterparty roles 

 Review trade economics 

 Capture relevant keys 

 

Outputs 

 Generate an execution report that captures trade economics, party details, and status 

 Reports should validate 

o Number and types of unique parties:  

 one client 

 one executing broker (client’s broker) 

 counterparty broker  

o Party roles  

 Identify Client party, and if they act as a seller or buyer 

 Identity Executing Entity party, and confirm they are on the same side of Buy/Sell 

as the client 

 Identify Counterparty broker, and confirm they have the opposite side of Executing 

Entity 

o Relevant economic details – security type, quantity, price, etc., 

 

Additional Resources6 

Refer to Appendix – UC1 for key CDM data definitions specific to the use case from JSON input files and 

Rosetta workbench  

                                                           
6
 Not required to implement the use cases.  Provided to help navigate the model. 
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Use Case 2: Allocation 
 

Description 

The block trade from UC1 is then broken into subparts to represent trades that the client manages for its 

subaccounts.  The task of allocation is performed by the executing broker [BD1] on behalf of their client 

[C1].  The client [C1] sends the relevant shape (quantity and accounts) to map to the trades.  As part of the 

allocation, the executing broker [BD1] assigns standard settlement instructions [SSIs] associated with each 

of the subaccounts.  For simplicity in this hackathon, we are only allocating to 2 client subaccounts.  In 

practice, there are a multitude of client subaccounts to manage. 

 

In summary, for UC2, the broker [BD1] assigns allocations to their client’s [C1] subaccounts [CS1 & CS2].  

The SSIs (standard settlement instructions) are added at the allocation by the broker [BD1].   

 

Please note that the total of all related allocation quantities needs to equal the block trade quantity.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Inputs 

 Block trades in native representation on the platform from UC1 

 JSON file “UC2_Allocation_Trade_AT*” 

 Input file “UC2_Allocation_Instructions.json” to generate CDM allocation event - (optional) 

 

Corresponding to each block input trade from UC1, there will be one allocation JSON file, which will capture 

two allocated trade executions across different sub-accounts. The event and data structures are similar to 

block execution trades, completed in UC1. 

 

 

 

Client 

Subacco

unt 1 

Client 

Subacco

unt 2 

Client 

[C1] 

Executing 

Entity 

[BD1] 

Counterpa

rty [BD2] 
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Data View 

[T] 

[T] = trade 
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Task Objective 

Focus is similar to UC1.  Participants must ingest/consume the allocation trades on their platform and 

demonstrate lineage to the block trade.   

 

As part of this exercise, participants are expected to validate account references, trade economic details, 

flag any errors, and demonstrate remediation. Similar to UC1, focus on completing one allocation file and 

progressing to next use case, before going through the full population. 

  

Specific Tasks 

 Load JSON file “UC2_ Allocation_Trade_AT*” 

 Translate CDM to native representation on platform 
 Ensure lineage from allocation trades to the block trade 

 Review reference details such as all counterparty accounts and roles, allocated trade economics, 

applied SSI details on subaccounts 
 Ensure sum of allocations is equal to block trades 

 Validate trades against CDM data rules 

 Bonus 1: Generate CDM JSON objects from inputs provided – “UC2_Allocation_Instructions.json”. 

This is aimed to demonstrate understanding of the Execution event definition in CDM. 

 Bonus 2: Use CDM’s allocation functional spec to implement the event (refer to “How To” on CDM 

functional specs under Downloads section) 

 

Output 

 Generate an allocation report that captures trade economics, party details, and status 

 Reports should  

o Validate the lineage to Execution event 

o Validate the number and type of unique parties: 

 Same execution entity and counterparty broker as Execution event 

 Existing client from execution event 

 New clients as specified in allocation instructions 

 New client has roles similar to client role in block trade 

o Test allocated trades: 

 Test lineage of the allocated trades to the Execution event  

 Validate the economic terms of allocated trades match with Execution economic 

terms 

Associated Files & Descriptions 

Refer to Appendix – UC2 for key CDM field guide and relevant JSON excerpts. 

  

https://www.creativeservices.barclays/ehome/barclays-derivhack-2019/downloads/login.php?
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Use Case 3:  Affirmation 
 

Description 

The allocated trades from UC2 are required to be affirmed by the client subaccounts before the process can 

move to confirmation and settlement.   

 

For UC3, the sub-account clients [CS1 and CS2] must each affirm the allocation assignment performed by 

their executing broker [BD1] on their behalf.     

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In CDM, affirmation is recorded as a status change associated with each of the allocated trades. 

 

Inputs 

 Output from UC2 (leverage existing allocated trades with SSIs) 

 

Task Objective 

For this use case participants must generate relevant CDM objects and link them to associated allocated 

trades.  Additionally, they would have to simulate how the process of affirmation would work on their 

platforms across multiple clients in a validated and exception flow.  Some of the sample allocations from 

previous UC3 contain data inconsistencies that participants can use to simulate exception workflow.  

 

We are also providing affirmation documents in CDM format – “UC3_Affirmation_*.json” corresponding to 

each subaccount allocation.  These can be used as reference files to validate participant UC3 solutions. 

 

Specific Tasks 

 Generate a CDM object referencing an affirmation to link to the allocated trades 

 Simulate the process of affirmation from client on your platform and how it links to the CDM 

definition 

 Demonstrate status of affirmation as Affirmed / Unaffirmed 

 Bonus: Define function spec for affirmation in CDM 

 

Allocation Event 
Executing Broker 

[BD1] vs 

Counterparty 

[BD2] 

Executing Broker 

[BD1] vs Client 

[CS1] 

Executing Broker 

[BD1] vs Client 

[CS2] 

Original Trade 

Allocated Trade #1 

Allocated Trade #2 

Affirmation #1 

Affirmation #2 

CS1 & CS2 [Sub account 

clients] affirm 
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Output 

 Generate an allocation report that captures party details and status 

 Report should 

o Validate the lineage to Allocation event 

o Validate that only the client(s) referred to in the post-allocation event receive affirmation 

 Test status 

o Test that the status is “Affirmed” 

 

Associated Files & Descriptions 

Refer to Appendix – UC3 for key CDM field guide and relevant JSON excerpts. 
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Use Case 4:  Confirmation 
Description 

Once the trade is affirmed by the sub-account clients [CS1 and CS2], the executing broker [BD1] generates 

a confirmation for the trade details for each sub-account. In CDM these are represented by a status change 

associated with each allocation. This is an important step in the process for regulatory compliance to 

capture and report agreed trade economics.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Similar to affirmation, confirmation is recorded as a status change associated with each of the allocated 

trades. 

 

Inputs 

 Output from UC2 (leverage allocated trades with SSIs) 

 

Task Objective 

Participants must simulate the confirmation process on their platforms by generating a CDM confirmation 

object and associating it with related allocated trades. Implementation should leverage approach for UC3, 

OR participants are free to explore the option of combining the two steps (affirmation and confirmation). 

For this exercise, we are not requiring participants to generate the regulatory confirmation report (e.g. 10b-

10). 

 

Specific Tasks 

 Generate confirmation object with lineage to associated allocation event 

Output 

 Confirmation report to include allocated trade details and associated status (confirmed / 

unconfirmed) 

 Report should 

o Validate the lineage to allocation event 

o Validate that only the client(s) referred to in the post-allocation event receive confirmation 

Allocation Event Executing Broker 

[BD1] vs 

Counterparty 

[BD2] 

Executing Broker 

[BD1] vs Client 

[C1] 

Executing Broker 

[BD1] vs Client 

[C1] 

Original Trade 

Allocated Trade #1 

Allocated Trade #2 

Affirmation #1 

Affirmation #2 

Client sub-accounts 

to affirm 

Confirmation #1 

Confirmation #2 

Broker to confirm 
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 Test status 

o Test that the status is “Confirmed” 

 

Associated Files & Descriptions 

Refer to Appendix – UC4 for key CDM field guide and relevant JSON excerpts. 
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Use Case 5:  Settlement 
Description 

Once the allocated trades are confirmed, they will be settled. Settlement process involves the movement of 

cash and securities across the parties’ accounts, referenced through SSIs. Before getting into the mechanics 

of the transfer, recall, from previous use cases that client [C1] wanted to buy securities and the executing 

entity [BD1] traded on their behalf with the counterparty [BD2]. Subsequently, the executing entity [BD1] 

allocated the trades across sub-accounts [CS1, CS2]. Settlement occurs between executing entity and sub-

accounts. 

 

Typically, settlement occurs one day after (T+1) the trades are executed and allocated (T).  Moreover, the 

process spans multiple utilities where trade details are sent to the settlement agent and account information 

is provided separately.  For simplicity and efficiency, we model this by settling the execution directly from 

allocated trades.  Recall the settlement information had been added at the point of allocation; therefore, this 

model eliminates the need for additional processing and validation at settlement. 

 

As represented below, there are 2 sets of cash and security transfers that complete the settlement process-  

1. between the Executing Entity [BD1] and Counterparty [BD2], and  

2. between the Executing Entity [BD1] and Client sub-accounts [CS1, CS2], where the allocated 

security quantities are distributed appropriately.   

 

 

 
 

Inputs 

 Output from UC2 (leverage allocated trades with SSIs) 
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 And states from UC3, UC4 to validate confirmation of the trade 

 

Task Objective 

The settlement process is performed by an agent who updates the accounts for relevant parties leveraging 

confirmed trade details. For this use case, participants would have to simulate the process and ensure that 

the cash and securities transfers refer to relevant accounts through use of SSIs from the output allocated 

trades from UC2. 

Specific Tasks 

 Identify the account details (SSIs) for the Executing Entity [BD1], Counterparty [BD2], Client [C1], 

Client Sub-accounts [CS1, CS2] 

 Generate CDM Transfer objects to capture posting cash, securities entries to BD1, BD2 accounts 

(note directionality - pay/receive) 

 Generate CDM Transfer objects to capture posting cash, securities entries to BD1, CS1, CS2 

accounts (note directionality - pay/receive) 

Output 

 Generate a settlement report that captures account details and balances for BD1, BD2, CS1, CS2  

 Ensure Executing Entity [BD1] is flat (cash and securities) at the end of step-3 from above ‘Specific 

Tasks’ 

 Report should 

o Validate the lineage to Allocation event 

o Validate the number and type of unique parties: 

 Same execution entity and counterparty broker as Allocation event 

 Existing client from Allocation event 

 Existing sub-account clients from Allocation event  

o Validate cash & securities transfer: 

 Validate the flow of cash and securities based on the buy/sell assignment between 

the brokers 

 Validate the flow of cash and securities based on the buy/sell assignment between 

the executing broker and the sub-account clients 

 Validate the economic terms of settlement against the economic terms of the pre 

and post allocated trades 

o As a stretch goal, demonstrate running account balances for all parties.  This will have to be 

refreshed as additional trades are processed (UC1 - UC4) 

Associated Files & Descriptions 

Refer to Appendix – UC5 for key CDM field guide and relevant JSON excerpts. 
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Use Case 6:  Position Report 
Description 

As trades are executed and settled, party accounts with the Settlement Agent represent, at any point in 

time, a combination of settled and pending settlement trades. It is critical to accurately report on the party 

account positions for a specific security. Each client subaccount and broker/dealer accounts have a 

separate position view at any point in time. For this use case we will be only considering one client 

subaccount. 

 

CDM’s portfolio aggregation mechanism is flexible and can construct position reports for both the securities 

position and the cash balance. It also provides lineage to the associated trades. 

 

As a business practice, the executing entity [BD1] would generate the position reports on behalf of the 

client subaccounts [CS1, CS2]. For a given report date and security, the executing entity [BD1] defines the 

settled trades from UC5 as Settled Position and new allocated and confirmed trades from UC4 as Traded 

Position.   

 

Please keep in mind that execution through confirmation occur on T0, but Settlement is typically T+1.  With 

settlement not triggered until T+1, position reports generally have a combination of settled and traded 

balances, grouped by security type. 

 

Net position on the security for the reported date is the sum of settled and traded positions.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Inputs 

 JSON file “UC6_Portfolio_Instructions_20191016” (this provides sample query parameters for one 

client subaccount to simulate traded position report) 

 JSON file “UC6_Portfolio_Instructions_20191017” (this provides sample query parameters for one 

client subaccount to simulate settled position report) 

 Output from UC5 (trades with transfer status = Settled) 

 Output from UC2, UC3, UC4 (additional allocated and confirmed trades that are pending 

settlement, only if processing more than 1 trade) 

 

 

Client Subaccount Portfolio 

Settled Trades 

Allocated Trade 

Allocated Trade 

Status = Settled 

Allocated Trade #1 

Allocated Trade #2 

Settled Position 

Traded Position 

Position Report 
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Task Objective 

For this use case participants have to assemble the settled and traded positions separately and then 

construct a portfolio report object that includes both the positions. Note that the distinction of settled and 

traded positions will be more evident when processing 2 or more trades across trade and settlement date. 

 

Settled positions aggregate all settled trades in client accounts. CDM allows aggregations to include settled 

positions from previously computed portfolios and the newly settled trades. For simplicity, participants are 

encouraged to cover first only the new settled trades from UC6, before progressing to processing additional 

trades. 

 

Specific Tasks 

 Generate a CDM object that represents a Portfolio object  

 Retrieve settlement events from UC5 to aggregate security positions and cash balance for given 

client and security. Construct a settled position object (status = ‘SETTLED’) for the settled trades 

 If processing more than one trade, retrieve any allocation events from UC2 that have been 

confirmed, but not settled.  This is known by comparing trade’s settlement date with report date. 

Aggregate security position and projected cash flow from settlement terms. Construct a traded 

position object (status = ‘EXECUTED’) for these trades  

 Populate the Portfolio object to hold both the traded and settled positions, thereby accurately 

reporting a client’s position for a security 

 Establish lineage to settlement for settled position(s) and allocation for traded position(s) 

 

Output 

 Generate a portfolio object that captures one portfolio for given date, client subaccount, and 

security  

 Report should 

o Validate the lineage to associated allocations and settlement events 

 Settled position objects to settlement event 

 Traded position objects to allocation event 

o Validate that client subaccount(s) referred to trade position report have received 

confirmation status 

 Test status 

o Test that the security’s quantity and cash balances match with underlying trades 

 Participants can generate the report for additional client sub-accounts, broker accounts, report 

dates, and security details 

 

Associated Files & Descriptions 

Refer to Appendix – UC6 for key CDM field guide and relevant JSON excerpts. 
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Use Case 7:  Collateral Event 
Description 

UC7 builds on the security settlement process to utilize settled securities as eligible collateral for an initial 

margin (IM) call. This bridges the application of CDM definitions across securities and OTC derivatives.  

Securities are posted generally as collateral on initial margin calls across counterparties for uncleared OTC 

derivative trades. The process involves calculation of initial margin requirements for the counterparties and 

the transfer of net initial margin from the pledger to a segregated custodian account.  The pledger, as the 

party who pays the net initial margin, will transfer securities from their main account to a segregated (ring-

fenced) account. 

For simplicity, the mechanics of IM calculation, net transfer amounts, and custodian accounts are excluded 

for this use case. Instead, we focus on demonstrating how the transfer object used for securities settlement 

can be extended to cover collateral transfers as well. Additionally, CDM can be used to demonstrate lineage 

to relevant portfolio reports and collateral events. Portfolio reports on client’s main and segregated accounts 

detail the effects of the collateral transfer. These are illustrated in the diagram below. 

 

Client’s Main 
Account

Segregated 
Account on 

behalf of Secured 
Party 

(Counterparty)

Collateral Transfer 
Event 

Main -> Segregated

Client’s Main 
Account

Segregated 
Account on 

behalf of Secured 
Party 

(Counterparty)

Lineage

Lineage

Lineage

Lineage

Lineage

Quantity : 320K
CUSIP = DH0371475458

Quantity: 0
CUSIP = DH0371475458

Quantity: 170K
CUSIP = DH0371475458

Quanitity: 150K
CUSIP = DH0371475458

Quantity : 150K
CUSIP = DH0371475458

Client’s Portfolio 
before Transfer

Client’s Portfolio 
after Transfer

Security Transfer

Client CounterpartyOTC Swap ContractCashflows Cashflows

Net IM Agreed between Client & 
Counterparty 
Client as Pledgor and Counterparty is 
Secured Party
IM Eligible security is defined

Client main account is the settled 
portfolio from UC6
Input:UC6_Client_Portfolio_Report_201
91017.json

Client segregated account is given as 
Input
Input:UC7_Segregated_Portfolio_Initial.
json

Participants to 
generate portfolio 
reports on Main 
and Segregated 
accounts

Collateral Instructions provided as input
Inputs define  IM transfer amounts and eligible security
Input: UC7_Collateral_Instructions.json

OTC Swap flows sets the business context for the Collateral Transfer event, but  is out of scope for the DerivHack event
The swap transaction defines parties, and collateral amounts for the Initial Margin requirements

Net IM to be transferred from Client’s 
main account to Client’s Segregated 
Account where the securities will be 
held on behalf of the Counterparty
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Inputs 

 JSON file “UC7_Collateral_Instructions” – provides client account and security details to initiate 

transfer from client’s main account to segregated account. Participants should use these to build 

Collateral event and opening, closing portfolio reports in CDM 

 JSON file “UC7_Segregated_Portfolio_Initial” – provides opening balance for client’s segregated 

account in CDM definition 

 Output from UC6 – settled position report for Oct-17th – provides opening balance for client’s main 

account  

 

Task Objective 
The primary objective for this use case will be to build the collateral event in CDM, which captures the 

transfer of securities from client’s main account to subaccount. The mechanics will be similar to UC5, 

except the transfer occurs across client’s accounts. Additionally, the account balances before and after the 

transfer should be reported. This will be similar to UC6, where the details for security, transfer date, and 

client main, segregated accounts should be constructed into a portfolio report – one per account. 

 

 

Specific Tasks 
 Load “UC7_Segregated_Portfolio_Initial” to create client’s segregated account details in your 

platform 

 Identify relevant portfolio report from UC6 for settled position report, corresponding to client 

account and security 

 Generate a CDM object for collateral event, assign party references to client main, segregated 

accounts 

 Assign lineage on collateral event to portfolio report from UC6 

 Populate transfer details, using the instructions file and Excel mock-up as a guide  

 Generate portfolio report to show closing balances for segregated account, follow procedure from 

UC6. Map lineage to initial segregated portfolio report (input file from above) and collateral event 

(constructed here) 

 Generate portfolio report to show closing balances for main account, follow procedure from UC6. 

Map lineage to main account portfolio report (settled position from UC6), and collateral event 

(constructed here) 

 Validate opening, closing balances, and lineages across both the accounts 

Output 

 Reports that capture opening and closing balances for main and segregated accounts 

 Collateral event for transfer  

 Confirmation of transfer of securities  

Associated Files & Descriptions 

Refer to Appendix – UC7 for key CDM field guide and relevant JSON excerpts. 
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Appendix UC1  
 

CDM Rosetta Model 
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Sample JSON  

Event code: 
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Party code: 

 

Execution code: 
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Appendix UC2 
 

CDM Rosetta Model 

 
 

 
 

Sample JSON 

Event code 
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Party code 

 

Execution code 
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Appendix UC3 
 

CDM Rosetta Model 

 
 

Sample JSON 

Event code   

 

Party code 
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Status 

 

 

 

 

 

 

 

  



Barclays DerivHack2019 

 Participant Briefing  

25 
 

Appendix UC4 
 

CDM Rosetta Model 

 

 

Sample JSON 

Event code   

 

Party code 
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Status 
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Appendix UC5 
 

CDM Rosetta Model 
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Sample JSON 

Event code   

 

 

Party code   
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Execution code   
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Appendix UC6  
CDM Rosetta Model 
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Sample JSON 

Event code 

 

 

Execution code 
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Appendix UC7  
CDM Rosetta Model 

See Rosetta model for Transfer in UC5, and Portfolio in UC6 

 

Sample JSON 

Event code 
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Party code 

 

 

Execution code 

  



Barclays DerivHack2019 

 Participant Briefing  

35 
 

Glossary of terms 
 

Glossary Term Capital Market Definition 

Affirmation The process by which two counterparties verify that they agree upon the primary 

economics of a trade. The affirmation process may be done by telephone, voice recording, 

email or via an electronic verification platform. 

Agent A party appointed to act on behalf of a principal entity or person.  

Aggregation Combines of all trading positions owned or controlled by a single trader or group of traders 

into one aggregate position. 

Allocation The process by which a block trade is executed by an asset manager and is then divided 

(allocated) to individual funds (or sub-funds) managed by that asset manager. Each 

individual trade requires confirmation. 

Block Trade The sale or purchase of a large number of securities involving two parties at an arranged 

price 

Broker Any individual or entity that facilitates transactions between a buyer and seller while 

receiving a commission upon trade execution. A broker may also act as the principal buyer 

or seller to a deal. 

Clearing 

Corporation / 

Central clearer 

Organization associated with an exchange to handle the confirmation, settlement and 

delivery of transactions (i.e., NSCC in Securities) 

Confirmation A written record of the contractual trading terms agreed between two counterparties 

setting out the economic terms of an individual over-the-counter (OTC) transaction 

Custodian An agent, bank, trust company or other organization which holds and safeguards an 

individual’s, mutual fund’s or investment company’s assets for them. In addition, 

custodians administer securities and financial instruments on their clients’ behalf. 

Executing Broker The broker or dealer that finalizes and processes an order on behalf of a client/prime 

broker. Orders sent to executing brokers are assessed for appropriateness before 

execution. If the order is rejected, the customer is notified and the trade is not completed. 

Guarantor A person or entity that assumes responsibility for another’s debt or performance under a 

contract, if the other person/party fails to pay or perform. In case of a default, the 

guarantor must compensate the lender or client and usually acquires an immediate right of 

action against the principal for payments made under the guarantee. 

Independent 

Amount/Initial 

Margin 

An additional amount which is paid above the mark-to market value of the trade or 

portfolio. The Independent amount is required to offset the potential future exposure or 

credit risk between margin call calculation periods. Initial margin is the amount of collateral 

(in currency value) that must be posted up front to enter into a deal on day 1. 

Market 

Counterparty 

An entity dealing as an agent or principal with a broker and involved in the same nature of 

investment business as the broker 

Pledger Borrower transfers an asset to a lender to secure a debt or loan or lending funds. 

Position Refers to the amount of a particular security, commodity or currency held or owned by a 

person or entity 

Secured Party Acts as the lender, seller or other entity that has rights to the collateral pledged against a 

loan in the event that the debtor defaults. 

Segregation The act or process of separating the assets of different clients, as well as that of the 

custodian or financial institution holding the assets. Segregated assets may be 

operationally comingled or may be kept separated. They are ring fenced in the event that 

the custodian or financial institution enters into bankruptcy proceedings. 

Segregated Segregated bank accounts are accounts meant to hold the funds of a customer separated 
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Accounts from the funds of a FX or brokerage company in the interests of the customer's security. 

Settlement The process whereby securities or interests in securities are delivered, usually against (in 

simultaneous exchange for) payment of money, to fulfill contractual obligations, such as 

those arising under securities trades. 

 

 


