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Executive summary

� MiFID is part of a long standing change programme to which 
the market has only recently awoken

� Of MiFID’s 5 major change areas, ‘understanding customers’ 
has major implications for how firms manage relationships 
today

� JWG-IT research has shown that Firms are challenged to 
manage customer data across the firm

� Across the back office professionals will need to look for 
better solutions

� Real capital markets CRM is either further away, or close to 
hand!
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MiFID = McCreevy’s change programme 

� Customer protection

� Liquidity pool access across Europe

� New entrants and products in a 
transparent, open market

� Visibility to cheaper trades on and off 
exchange / OTC

� Separation of investment firm operating 
models

� Guidance on specific instruments (e.g., 
derivatives)

“MiFID will transform the landscape for the trading of securities, 
and I am confident that it will introduce much-needed 
competition and efficiency throughout Europe’s financial 
markets. This is good news in that it will both increase investor 
protection, widen choice, and enhance Europe's 
competitiveness.

… we actually believe that with MiFID, we will be reducing the 
overall level of regulation on firms. .. The rules we have 
developed are principles-based – not a box-ticking exercise.”

EC DG Markets Commissioner, Charlie McCreevy 10/10/06 What he is doing about it:

What he is worried about:

� Uncompetitive cost structures

� Competition from BRIC

� Pensions crisis

� 2010 objective to be the most 
competitive economy in the world 
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The industry is moving through the 
valley of despair at different rates

2001 ISD II2001 ISD II

04/04 04/04 
MiFID MiFID 
Level 1Level 1

6/06 MiFID 6/06 MiFID 
Level 2Level 2

05/05 CESR 05/05 CESR 
Tech adviceTech advice

09/06 09/06 
Project Project 
BoatBoat

02/07~60% 02/07~60% 
latelate

Source: Bridges, Lewin, Enhancements from JWGSource: Bridges, Lewin, Enhancements from JWG--ITIT

Early adopters Early adopters 
declare victorydeclare victory

11/07: M11/07: M--DayDay

•• Valley of despairValley of despair
•• Pity CityPity City

•• DislocationDislocation
•• Anxiety or guiltAnxiety or guilt
•• SecuritySecurity

•• ImplementationImplementation
•• Training TimeTraining Time

Tier 1 US Tier 1 US 
Broker Broker 
DealersDealers

Tier 1 EU Tier 1 EU 
BuyBuy--Side Side 

MiFID MarketplaceMiFID Marketplace
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JWG-IT Mission: to facilitate better, faster, 
cheaper implementation of EU FS regulation 

� Impartial 
experts going 
beyond policy 
to practical 
insight

� Engagement 
with 20+ top 
tier financial 
institutions in 
850+ hours of 
workshop 
investment 
since 02/06
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MiFID change imperatives

Today’s 
focus
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Business, process and organisation 
challenges make implementation difficult
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The new customer model

Eligible Counterparty
persons within (1) (2) or (3) of Annex II

Professional Client
per se / Annex II

upgraded retail clients

Retail Client

Upon request

Upon request
subject to MS
discretion

Upon request 
for COB 
protection

Requesting 
“retail 
treatment”

• Most COB 
requirements 
apply across 
categories

• Different 
categories for 
different 
services 
possible

• ECP 
classification 
determined by 
law of MS where 
ECP is located

• Suitability: portfolio 
manager must 
obtain information 
to ensure that 
transactions meet 
investment 
objectives

• Appropriateness: 
information on 
experience / 
knowledge as to 
whether product / 
transaction is 
appropriate

• No scope for 
waivers

New Classifications New Requirements
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Involved 
Parties Offerings

Controls
Exceptions

Trades

Documents

Advice

Transactions

Data Model Subject Areas

Investment FirmClient
has

Communication

Document Voice Software Interaction

Method

Client Agreement

Conduct of Business

Execution Policy

Agreement Breach

Pricing

Refers to

Complaint

Categorisation

Client Asset StatusConflict of Interest Declaralation

Media

Feedback

Physical Structured Electronic

Offering Suitability

Client Profile

Unstructured

Authorisation

Phone conversations ,
Document images ,
...

Trading Activity
- Order history 
- Decisions to deal
- Transactions
- Costs
...

- Knowledge
- Experience
- Financial Status
- Objectives
...

Reported Transaction

Authority

Reconstitution

Supervision

Communications 
between investment 
Firm and Client or 
regulatory Authority

Person

Relationship 
manager

Offering

Promotion

Relationship Management

Involved Parties

Involved Party

Client

Firm Authority

Regulatory AuthorityCompetent AuthorityInvestment Firm Trading Venue

Systematic Internalizer MTFRetail Client Professional Client Elligible Counterparty

Client Firm Intermediary Firm

Regulated MarketOTC

Person

has

is

- Client
- Relevant Person
- Market Counterparty
- Parent Undertaking
- Subsidiary
- Tied Agent
- Branch
- Qualifying Holding
- Outsourcing Partner
- Home Authority ...

has

*

*

Treatment / Categorisation

Perspective Scope

Operation

Nature

- Retail Client (Person)
- Responsible Executive
- Relationship Manager
- Trader

New, 
Grandfathered or 
Re-papered

Requested Treatment 
can be different from 
inherent 
Categorisation

Branch

Offerings

Offering

Financial Instrument Service

Transferable Security Money Market Instrument CIU Unit Derivative Investment Service Ancillary Service

Order Handling Portfolio ManagementAdvice Underwriting Market Making SettlementTrading

Asset Management Lending Consulting Foreign Exchange

Bonds ?

ISO 10962

UCITS

Research Recommendation

PricingExecution Rules

This area of Offerings 
data is generally not 
complete and /or well 
integrated with 
financial instruments

Cross-references between 
compliance identifiers and 
multiple application identifiers

Fees, charges 
and other costs

Weak data availability , 
but important grey area 
for conflicts of interest

Client Order Management

Client Order Client

Reported Transaction

PK Reported Transaction ID

Reporting Firm ID
Trading Day
Trading Time
Buy/Sell Indicator
Trading Capacity
Instrument ID
Instrument Code Type
Underlying Instrument ID
Instrument Type
Maturity Date
Derivative Type
Put/Call
Strike Price
Price Multiplier
Unit Price
Price Notation
Quantity
Quantity Notation
Counterparty
Venue ID
Transaction Reference
Cancellation Flag

Transaction Summary Fact

Execution Policy

Pricing

Categorisation
Offering

Used to extract

Transaction Detail Fact

Execution Rules

Data mining star-schema 
structure for historical 
transaction pool

Trading System Type

Average Daily Turnover

Standard Market Size

Deferred Publication Thresholds

Trading Activity

Trading Venue

Static tables 
provided by 
regulator

To be reported 
by next 
working day

At least 5 years’ 
history

Best supported by a 
rules database to be 
used by a rules engine 
via a shared service to 
automate execution 
policy implementation
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The biggest detailed imperatives

� Understanding customers
– Know who are they are and that they agree with your assessment of them
– Provide the right information to them, in a clear manner in the way that 

they want to receive it
– Understand what is appropriate: can the customer bear the risks and does 

the product meet their objectives?

� Transacting the offerings
– Execute their orders taking into account best interests of the client and the 

firm’s Best Execution policies
– Report and track services including costs 
– Report T+1 losses for contingent liability transactions which exceed pre-

determined thresholds on portfolios

� Organizing better
– Conflict management process which does not rely on disclosure after the 

fact
– Managing parallel efforts (e.g., Remediation A-Z, Qualified Intermediaries, 

IE TCF, Basel II)
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Key implications

� Understanding customers
– Identity management / account management across EU (only?)

– Ownership of classifications across businesses

– Management of policies, procedures and intra-departmental 
workflow across front and back office

� Transacting the offerings
– Proof of advice?

– Proof of suitability and appropriateness at a moment in time by 
transaction

– Keeping records of interactions

� Oranising better
– Defining what CRM means, and who is going to do what with 

the data
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Sounds easy, but complexity levels are high

Non Invest. Firm - NIFA

Investment Firm - IFA

Non Invest. Firm - NIFA

Investment Firm - IFA

Investment Firm - IFB

Investment Firm - IFA

Investment Firm - IFB

A B C

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Investment Firm - IFB

ECP

Professional

Investment Firm - IFA

Investment Firm - IFB

Professional

A B C

1. Client Classification

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Investment Firm - IFB

ECP

Professional

Investment Firm - IFA

Investment Firm - IFB

Professional

A B C

1. Client Classification

DE

DE

DE

UK

DE

FR

UK

2. Locations of Client and Service provider

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Investment Firm - IFB

ECP

Professional

Investment Firm - IFA

Investment Firm - IFB

Professional

A B C

DE

DE Branch

DE Branch

UK HQ

DE

UK Branch

FR HQ
3. Legal Entity of Professional/ECP’s

1. Client Classification
2. Locations of Client and Service provider

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Investment Firm - IFB

ECP

Professional

Investment Firm - IFA

Investment Firm - IFB

Professional

A B C

DE

DE

3. Legal Entity of Professional/ECP’s

Branch

DE Branch

UK HQ

DE

UK Branch

FR HQ

F
S
A

B
a
F
I
N

B
a
F
I
N

B
a
F
I
N

B
a
F
I
N

F
S
A

A
M
F

1. Client Classification
2. Locations of Client and Service provider

4. Identify no. of rules/CA’s 

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Investment Firm - IFB

ECP

Professional

Investment Firm - IFA

Investment Firm - IFB

Professional

A B C

1. Relationship Roles

DE

DE Branch

DE Branch

UK HQ

DE

UK Branch

FR HQ

Agency Agency

Principal

F
S
A

B
a
F
I
N

B
a
F
I
N

B
a
F
I
N

B
a
F
I
N

F
S
A

A
M
F

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Investment Firm - IFB

ECP

Professional

Investment Firm - IFA

Investment Firm - IFB

Professional

A B C

1. Relationship Roles

DE

DE Branch

DE Branch

UK HQ

DE

UK Branch

FR HQ

Agency Agency

Principal

2. Service

Advice

Execution Execution

Execution

F
S
A

B
a
F
I
N

B
a
F
I
N

B
a
F
I
N

B
a
F
I
N

F
S
A

A
M
F

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Investment Firm - IFB

ECP

Professional

Investment Firm - IFA

Investment Firm - IFB

Professional

A B C

1. Relationship Roles

DE

DE Branch

DE Branch

UK HQ

DE

UK Branch

FR HQ

Agency Agency

Principal

2. Service

Advice

Execution Execution

Execution

3. Product/Asset Class

Share Derivative

Portfolio

Share

F
S
A

B
a
F
I
N

B
a
F
I
N

B
a
F
I
N

B
a
F
I
N

F
S
A

A
M
F

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Non Invest. Firm - NIFA

Retail

Investment Firm - IFA

Professional

Investment Firm - IFB

ECP

Professional

Investment Firm - IFA

Investment Firm - IFB

Professional

A B C

1. Relationship Roles

DE

De Branch

DE Branch

UK HQ

Non-EU

UK Branch

Non-EU HQ

Agency Agency

Principal

2. Service

Advice

Execution Execution

Execution

3. Product/Asset Class

Share Derivative

Portfolio

Share

F
S
A

B
a
F
I
N

B
a
F
I
N

B
a
F
I
N

?
?
?

F
S
A

?
?
?

4. “Non-EU” Complexity

Resulting in 11 common customer scenarios for implementation
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There must be a better way

� Why does every customer need to constantly re-qualify itself:

– Across institutions

– Within an institution?

� Isn’t there a better way to identify who you are doing business with:

– Intelligent identifiers

– Knowledge and experience?

� How much longer is paper a viable medium for client interactions:

– Is it recorded

– Can it be found?

� How much time, effort and money could be saved from common 
solutions (e.g., common document repositories)
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Real capital markets CRM is close for those embraci ng 
the regulatory agenda
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• Establish client 
classifications

• Hard and fast rules
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• Organisational 
tweaks

• Light touch 
integration

• Same old tools

• Cross division 
alignment of customer 
relationships

• Consolidation / 
centralisation of sales / 
M/O and Ops functions

• Integrated KYC /AML 
reference data aligned 
to transaction data

• Static and 
unstructured data 
linkage

• Drive to customer 
intimacy 

• Proactive 
management of 
reference data for 
target clients

• Proactive push of 
customer intelligence 
data to the point of 
order

• Pattern recognition & 
elimination of 
underlying paper
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