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________________________________________________________________________________

BACKGROUND

The ISDA Operations Benchmarking Survey is a response to ISDA's Operations Committee discussions beginning in late 1998 of the increasing usefulness of an industry-sponsored operations benchmarking survey.   The committee recognized of two concerns resulting from the unavailability of any external effective market benchmarks for derivatives operations:  

1. Derivatives operations managers are not able to measure their internal performance standards against the industry and to develop effective internal strategies.

2. The industry requires reliable performance indicators within the derivatives operations context for three related purposes:
· to promote processing efficiencies within/between firms; 
· to respond to the increasing recognition of Operational Risk factors; and 
· to develop substantiated market guidelines and data integral to interaction with regulators (and the resulting potential assessment of individual firm standards).

The ISDA Operations Benchmarking Survey questionnaire was distributed in January 2000, and Lombard-Risk was engaged in late spring as independent consultant to work with the seven-institution Operations Advisory Committee, which has provided focus and intensive oversight of the process.  Bob Pickel has overseen review from a legal perspective and Louise Marshall has overseen review from a trading practices perspective.


CURRENT STATUS

Publication of the first ISDA Operations Benchmarking Survey is scheduled for early fall 2000. Limited copies of the ISDA Operations Benchmarking Survey will be published in print form, and thereafter will be available electronically on the ISDA website.   An in-depth discussion of the first ISDA Operations Benchmarking Survey is part of the current member updates.

Approximately 40 responding institutions, representing firms of different sizes and across all regions, are included within the survey.  As the initial survey of this type, the Operations Advisory Committee and the independent consultant have recommended that the survey be limited to data reporting rather than providing conclusions or inferences and that the results focus on interest rate derivatives products rather than complex or exotic products. The goal became to identify main areas of interest, including confirmations, unsent and unsigned and the need for more standardized language in the industry.   

PROPOSED PLAN

It is proposed that the survey becomes an annual ISDA publication.  The Operations Advisory Committee is well aware that this survey is a "first", and clearly the survey process will need to evolve in terms of content and format in order that the resulting analysis of the data provide accurate benchmark data in the operations area.  Over time, the annual survey should be an effective tool to enable operations managers to draw conclusions regarding operations departments and to suggest how departments may more efficiently perform their functions and also to address developing industry needs.  The initial survey will contain explanations of the proposed development and provide indications of the scope and focus of the 2001 ISDA Operations Benchmarking Survey. The 2001 questionnaire should be distributed in November 2000 and have an early 2001 return date.


