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Corporate actions remain one of the most 

risky areas within financial services 
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Donald F. Donahue, ex DTCC chairman and CEO, 

a corporate action real-world horror story 

• Many years ago, a merger in which Company A was acquiring Company B in a four-for-

one stock swap. 

• Everyone in the industry went through the 100-plus-page prospectus on the deal and 

consistently saw the terms “four-for-one” throughout the document. We set up the 

merger as a four-for-one exchange. 

• When we got the new Company A shares, we received a quantity that equaled three 

new Company A shares for every Company B share – and we promptly got into a 

squabble with the agent about the shortfall. So Company B shareholders, in reality, would 

only received three shares for every one they held. 

• We found, buried in the prospectus at about page 87, a one-paragraph statement 

regarding the escrow account and the withholding of the one share. It was absolutely the 

only reference to this throughout the entire prospectus. Did it satisfy disclosure 

requirements? Probably. Did it effectively communicate to investors and the 

industry the actual terms of the offer, in a way that eliminated the risk of 

misunderstanding? Absolutely not! 

• The write-off was somewhere north of $1.5 million, and we know the industry wrote off 

more than that. And, of course, that was just one event during the course of one year. 
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With the financial crisis,  

an increased focus on operational risks  

Interpretation Risk  
Issuer messages are written in “free text, e.g. news release 
and regulatory filing, that must be translated and rekeyed by 

the financial services industry 

Timing Risk  
Need for manual intervention results in delays in 
communicating information to the end investor 

Accuracy Risk 
Multiple players disseminating the same information results in 
uncertainty as to the accuracy of the result. Translation and 

manual rekeying increases the potential for errors 

Significant Costs 
The lack of straight-through processing throughout the 

corporate actions chain results in additional cost and liability 
being absorbed by the financial services industry 
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Issuer to Investor: Corporate Actions (I2I:CA) 
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However, the planets have aligned to finally sort 

out the problem … at least for the United States 

What’s it all mean? Savings … 
Financial Crisis 

DTCC CA Re-engineering 

ISO 20022 

XBRL Maturity 
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The industry has quantified the expected gains in 

operational efficiency - the benefits are tangible 

What’s it all mean? Savings … 
Overall savings 

Sell-Side savings 

Buy-Side savings 

Improvement in 

STP rate 

$230M 

$400M 

$170M 

50% 

 

80% 

Quantitative Benefits 

http://xbrl.us/i2i/Pages/default.aspx 

10 SWIFT Business Forum Romania 11 Oct 2012 



Reconnecting issuers to investors 
Business case published May 2010 

• Three recommendations: 

– All parties to adopt a single global ISO standard for corporate 

action processing 

– Issuers to „tag‟ data at the source 

– Tagged data to be seamlessly disseminated by intermediaries 

in near real-time  
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Issuers Intermediaries Investors 
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XBRL ‘tagging’ 

300 page S-4 SEC Paper Filing Tagged and Structured Data 

Highlight the text 

then ‘drag & tag’ 

the data element 
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Message Usage in Asset Servicing 
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SWIFT Asset Servicing 

Where do we stand today? 
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69% 

26% 

1% 
1% 

3% 

CA User by profile - traffic sent 

Custodians Mis B/D IMIs Other 

66% 

20% 

13% 

Geographical split - Traffic sent 

EMEA Americas APAC 

 105 Million CA messages in 2011 (Growth of 19% vs 2010) 

 MT messages (87%) and MX messages for DTCC CA & Proxy Voting 

 Services available include business consulting (new packages and a new report offered to 
any interested institution) and training 

 Products include a testing tool for Market Practice compliance and Business Intelligence for 
Settlement & Reconciliation and Corporate Actions in 2013 
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Asset Servicing initiatives  

 
Help Market Infrastructures 

migrate their flows from 

proprietary to ISO standards 

Provide enhanced services to 

support STP and market practice 

compliance 

 

Attract additional traffic from large 

custodians onto the SWIFT network 

to reduce their TCO 

Improve data quality and data 

capture from the source  
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The Corporate Actions Operations report 
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A free of charge report  

putting your SWIFT traffic in perspective 

with  

high level operational indicators  

and  

benchmarking 

A flavour of how SWIFT can support 

you through business consulting and 

training to improve operational 

efficiency and reduce risks 

Please contact your account manager 

for a customized report 



Next steps to automation… 

How can SWIFT help you with your automation 

projects for Corporate Actions 

Case 
studies  

Bench-
marking 

And more …  

ISO 15022 

Solution  

Consulting Training  

Partners & 
Vendor 

Management 

ISO 20022 
solution  

Market 
practice 

conformance 
tool  
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Questions & Answers 

? 
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Thank you 

John Falk 
Securities Initiatives EMEA 
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Avenue Adele 1 
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+32 2 655 31 11 
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