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Business Justification

for the development of new ISO 20022 financial repository items
Note: the purpose of this document is to give guidelines to organisations that want to develop new candidate ISO 20022 message definitions. Such requests are subject to the approval of a business justification by the ISO 20022 Registration Management Group (RMG). Please consult the iso20022.org website for additional details on the registration process. The business justification must include the following captions, as described.

Business justifications are to be submitted through the ISO 20022 website through following e-request, in which this template must be attached.
A. Name of the request:
Bond Valuation Analytics Messages
B. Submitting organisation(s):

China Central Depository & Clearing Co., Ltd. (CCDC)

No.10 Financial Street, Xicheng District, Beijing, China

C. Scope of the new development: 
This submission is related to the transmission and interaction of bond valuation analytics information between providers and users of the bond valuation analytics in the markets.
The following table describes the financial instruments, business areas, and business process of this request.
	Financial Instruments
	Bond

	Business Area
	Bond Valuation Analytics

	Business Process
	Information request and interaction of Bond Valuation Analytics 


Business Roles

	Description
	Definition

	Providers of the bond valuation analytics
	The party of providing and sending bond valuation analytics

	Financial information service providers
	The party of providing bond valuation analytics or integrating and sending bond valuation analytics from other providers

	Users of the bond valuation analytics
	The party of using bond valuation analytics


In order for bond valuation analytics to effectively exchange among market participants, we submit the following three messages:
Scenario 1: BondValuationAnalyticsRequest&Respond
The BondValuationAnalyticsRequest&Respond is sent by the party requesting bond valuation analytics (users) to the party providing bond valuation analytics (providers or Financial information service providers) at any time. A market institution may request full or specific information on a bond/curve/index or a group of bonds/curves/indices that meet certain conditions from the provider of bond valuation analytics. When the provider receives the message, it returns the corresponding bond valuation analytics information to the applicant according to the requested content.

Scenario 2: BondValuationAnalyticsFeeding
The BondValuationAnalyticsFeeding is actively sent by the party providing bond valuation analytics (providers or Financial information service providers) to the party requesting bond valuation analytics (users) on a fixed frequency agreed or after the release of the product each day. 

Scenario 3: BondValuationAnalyticsIntegrating&Sending
The BondValuationAnalyticsIntegrating&Sending is sent by the party providing bond valuation analytics (providers) to the party integrating bond valuation analytics (Financial information service providers) and then is sent to the final party using bond valuation analytics (users).
The following diagram depicts the Bond Valuation Analytics message flows:
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Case1 & Case2
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Case 3
· CCDC proposes that Securities SEG should be assigned the evaluation of the candidate ISO 20022 messages. 
· CCDC has considered not to use the ISO 20022 Business Application Header (BAH) and intends not to adopt the BAH with all of the proposed messages. 

· CCDC intends to deploy the future messages in the ISO 20022 XML syntax.
D. Purpose of the new development:

Bond Valuation analytics, such as bond yield curve, bond valuation, bond index and bond value-at-risk (VaR), comprehensively reflect bond market prices and risk conditions, effectively promote the formation of fair prices in the bond market and improve market transparency, and are widely used in international financial markets, including commercial banks, securities companies, fund companies, insurance, pension and other financial institutions. The valuation benchmarks, represented by the bond yield curves that directly reflect important interest rate levels, are important financial benchmarks for all financial markets. Bond valuation has an in-depth application in front, middle and back office functions of institutions, covering transaction valuation, risk management, accounting measurement, performance evaluation and other business segments. Bond indices are used for market analysis, benchmarks for investment performance evaluation, index-linked financial products and other business scenarios. Bond VaR is an important tool for commercial banks to monitor the tail risk of portfolios and can be used to measure risk capital. Bond valuation analytics have been widely used, but the information fed from various systems is not uniformed and the meaning is not clear, which results in high system integration costs and risk of misinterpretation by users. Therefore, the Bond Valuation Analytics Candidate Business Statement is proposed: 

(1)  To standardize the business process of bond valuation analytics and to establish the message flow of bond valuation analytics, so as to reduce the cost of information exchange and system construction. 

(2)  To develop the definition and calculation standards of bond valuation analytics, so as to ensure the consistency of understanding of bond valuation analytics by global market participants. 

(3)  To fill the gaps in international standards in this field.
E.  Community of users and benefits:

        The message flows of bond valuation analytics meet the needs of the information provider and users. At the same time, the standards may also be used in valuation and analytics information exchange for other types of fixed-income securities.
1. Benefits and savings:
· Market institutions: Market institutions mainly refer to the institutions that use bond valuation analytics, including financial infrastructure, banks, funds, securities firms and other financial institutions and non-financial institutions in the global markets. Different providers should provide standardized and unified terminologies, calculation methods and message flows through standardized business processes, and transmit the bond valuation analytics to market institutions. It would help reduce the cost of system construction to keep the same information exchanged in the same formats and interpreted consistently by institutions in different countries. 

· Bond valuation analytics providers: the providers of bond valuation analytics generally include financial infrastructure providers, valuation providers, index providers, financial information service providers, and etc. When receiving a clear request instruction, the provider can return standardized and unified information to the requester according to the requirements, and does not need to produce messages in different formats asked by various requesters, effectively reducing the communication and construction costs.
· Financial information service providers: Financial information service providers may not only produce bond valuation analytics, but also aggregate and forward information. Financial information service providers need to integrate the information of various bond valuation analytics providers at home and abroad, and then transfer it to market institutions. The standardized message flows effectively improve the transmission efficiency and accuracy, and is conducive to the association or integration of bond valuation analytics provided by multiple parties.
2. Adoption scenario:
In 1999, the first government bond yield curve (RMB) was introduced in the Chinese market. After more than 20 years of development, many domestic and international institutions have built advanced automated computing platforms to provide bond valuation analytics systems, covering valuation, index and VaR for the Chinese markets. More and more Chinese investors also go out to invest in overseas assets and begin to use overseas bond valuation and analytics. At the same time, more international investors entered the Chinese market. The bond valuation analytics have been transmitted among providers, market institutions and financial information service providers in many countries. If the proposal is approved and implemented, market participants can use the same set of standards to exchange information, reducing communication costs and promoting fair analytical comparison among bonds. In particular, institutions such as ACTUS and CCDC are also proposing standards on bond cash flows. The standardization work on both bond cash flows and bond valuation analytics will create synergy for the bond communities.
3. Volumes: 
Up to now, taking the Chinese market as an example, more than 1,500 Chinese market institutions have used bond valuation analytics for trading, risk management and so on. In the international markets, it is even more expansive and is expected to continue to grow.

4. Sponsors and adopters: 
As a bond valuation analytics provider, CCDC has established the transmission of bond valuation and analytics information with more than 1,000 domestic and foreign financial institutions and non-financial enterprises. Information sharing has also been formed between other providers, financial information service providers and various international institutions. It is necessary to establish standardized bond valuation analytics message flows to reduce the exchange cost between various institutional systems.
F. Timing and development:

· CCDC plans to complete the message development and registration process in Q4 2024.  
· Candidate ISO 20022 message models and Message Definition Report will be developed and submitted to the RA in Q1 2025. 
· We know that there is no other standard initiative involved in an effort to submit a Business Justification relating to Bond Valuation analytics.
After the whole process is completed, these messages may improve efficiency and accuracy of information transmission and reduce system construction costs for adopters.

G. Commitments of the submitting organisation:
CCDC confirms that it can and will:

· undertake the development of the candidate ISO 20022 business and message models that it will submit to the RA for compliance review and evaluation. The submission must be compliant with the ISO 20022 Master Rules and include a draft Part 1 of the Message Definition Report (MDR) compliant with the template for MDR part 1 provided by the RA, the ISO 20022 Message Transport Mode (MTM) that the submitting organization recommends to consider with the submitted message set, and, optionally, examples of valid and invalid instances of each candidate message. The submission may also include a Message User Guide (MUG) to complement the MDR and describe in further details how to use the different possibilities/options of the proposed candidate messages; 
· address any queries related to the description of the models and messages as published by the RA on the ISO 20022 website.
CCDC confirms that it will promptly inform the RA about any changes or more accurate information about the number of candidate messages and the timing of their submission to the RA. If the submitting organisation does not submit the candidate messages within the timing announced in section F and does not inform the RA beforehand, the business justification may lapse and require re-submission of a new business justification for approval by the RMG.    
CCDC confirms that it intends to organize any testing of the candidate messages once they have been reviewed and qualified by the RA and before their submission to the SEG(s) for approval.  In such a case, the submitting organisation must indicate when the testing is expected to complete and the candidate messages be re-submitted to the RA for SEG(s) approval. The submitting organisation must confirm that it will promptly inform the RA about any changes or more accurate information about the timing of this re-submission to the RA. If the submitting organisation does not re-submit the candidate messages as announced and does not inform the RA beforehand, the business justification may lapse and require re-submission of a new business justification for approval by the RMG.    

CCDC confirms that it is committed to undertake the future message maintenance. 
CCDC confirms its knowledge and acceptance of the ISO 20022 Intellectual Property Rights policy for contributing organisations, as follows.

“Organizations that contribute information to be incorporated into the ISO 20022 Repository shall keep any Intellectual Property Rights (IPR) they have on this information. A contributing organization warrants that it has sufficient rights on the contributed information to have it published in the ISO 20022 Repository through the ISO 20022 Registration Authority in accordance with the rules set in ISO 20022. To ascertain a widespread, public and uniform use of the ISO 20022 Repository information, the contributing organization grants third parties a non-exclusive, royalty-free licence to use the published information”. 
H. Contact persons:
Cheng Wei weicheng@ccdc.com.cn
Specialist – Data and Standards Department, CCDC
Tong Ma matong@ccdc.com.cn
Specialist – Data Management, ChinaBond Pricing Center, CCDC
I. Comments from the RMG members and relevant SEG(s) or SubSEG(s) and disposition of comments by the submitting organisation:

This section will include the comments received from RMG members and the SEG(s) or SubSEG(s), if any, and the response given to each of these comments by the submitting organisation. 
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