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ISDA Operations Committee

Process Working Group

· Drive Process Efficiency
· Standardise Operational Practice
· Evolve ‘Best Practice’ Standards 
· Influence Market Development / Technological Change
Best Practice Statement:

Telephone Confirming Trade Details

Purpose

The purpose of this Best Practice Statement is to confirm procedures, and make clarifying recommendations, with respect to confirming by telephone principal details of OTC derivatives trades at an early stage. 
Current State

· Confirming a trade by telephone is a recognized market practice in many firms in the absence of receiving a Confirmation containing full details of the trade
· Timeframes for confirming trades by telephone differ significantly between firms.
Commentary



· The Confirmation will contain full details of the deal agreed to by counterparties.   Once a Confirmation is received, confirming a trade by telephone serves no purpose.   Counterparties should endeavour to dispatch the Confirmation for deals as soon as possible after the Trade Date.
· It is unlikely that confirming a trade by telephone will have any legal force or effect and will not supercede the oral or written agreement entered into by Front Office personnel.    However, the practice can be useful as an operational tool to reduce risk, by ensuring that both counterparties recognise the trade and agree on its principal economics.
· Any agreement by counterparties to confirm trades by telephone should be made on a bi-lateral basis and will therefore be subject to such terms as they mutually agree.
· Timely issuance of a written Confirmation (whether dispatched electronically, by fax or otherwise), and checking of details by the counterparty, should be the primary method of verifying trade terms and mitigating the risk of misunderstanding or errors.
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Telephone Confirming Trades
Recommendations  

· In line with market practice for non-receipt of Confirmations set out in the Sound Practices and Escalation Procedures published on ISDA’s website at www.isda.org, it is recommended that in the absence of 
· a deal Confirmation; or
· a term sheet received from counterparty; or
· a broker confirmation
subject to agreement between the parties, trades should be confirmed by telephone no later than T + 5.


· For some OTC derivative products, different practices arise from the requirement to pay premiums or to make principal exchanges.  These include, for example, credit default products, equity options and cross-currency swaps.  Counterparties should allow flexibility in their policies to accommodate such circumstances and agree, in the absence of other For some evidence listed above,  to confirm trades by telephone prior to making any payments.
· When telephone confirming trades, it is recommended that verification is limited to the trade terms set out in Appendix A


· Where counterparties wish to verify additional trade terms, or to verify a number of trades at one time, a spreadsheet in market standard format should be sent to the counterparty. 
  

· It is contemplated that Standardised Spreadsheets for identifying multiple deals and tracking progress on Confirmation issuance and queries will be published on ISDA’s website.   As best practice, the recommended form of Standardised Spreadsheet should help to ensure prompt and effective turnaround of enquiries.
Counterparties should aim to turnaround spreadsheet enquiries for trade verification which are presented in standard spreadsheet format within 1 Business Day of receipt.
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     Appendix A
     

Telephone Confirming Trades

Recommended Terms for Telephone Confirming Trades

· All Trades



Counterparty External Trade ID





Trade Type




Currency/ies





Notional (or number of Options)





Effective Date





Termination or Expiration Date

· Interest Rate Swaps & IRGs
Fixed Rate Payer





Fixed Rate, Day Count & payment frequency





Floating Rate Option, Spread, Day Count & 





   
  payment frequency





Cap/Floor Rate (if applicable)






Initial Exchange (if applicable) and Payment Date


· Interest Rate Options

Buyer or Seller





Option Style





Premium and Payment Date





Cash or Physical Settlement

· Credit Derivatives


Buyer 





Reference Entity





Reference Obligation & ISIN





Credit Events





Cash or Physical Settlement





Fixed Rate, payment frequency & first Payment





   Date


· Equity Swaps


Equity Payer 





Underlying Index or Share





Floating Rate Option, Spread, Day Count &





   payment frequency


· Equity Options


Buyer or Seller





Premium and Payment Date





Underlying Index or Share








Strike Price





Put or Call





European or American





SQ or Cash Close
Capitalised terms have the meaning given to them in the relevant ISDA definitional booklet
The precise documentation of each Transaction remains the responsibility of the parties concerned.  ISDA assumes no responsibility for any use to which this Best Practice Statement may be put.

Each party following the recommendations contained in this Best Practice Statement should satisfy itself that those recommendations are appropriate to reflect the commercial intentions of the parties.

Capitalised terms have the meaning given to them in the relevant ISDA definitional booklet
The precise documentation of each individual Option Transaction remains the responsibility of the parties concerned.  ISDA assumes no responsibility for any use to which this Best Practice Statement may be put.

Each party following the recommendations contained in this Best Practice Statement should satisfy itself that those recommendations are appropriate to reflect the commercial intentions of the parties.


