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A PATH TO OPERATIONAL MATURITY
— A HYBRID OF BEST PRACTICES
UNDERPINNED BY INNOVATION

In the first two papers of this series, we ex-
plored the forces that have brought corporate
actions processing to its current crossroads.

Part 1 (Accelerating Beyond Legacy) de-
fined how ISO 20022 provides a pathway out
of manual, high-risk workflows towards struc-
tured, interoperable data.

Part 2 (The Convergence of Compression
and Fragmentation) quantified the cost of
today's operating design, where rising event
volumes and shrinking timelines collide with
people-based controls.

This third paper moves from why to how. It
defines the operational and financial logic be-
hind ISO 20022 adoption and sets the founda-
tion for the business-case model that follows
in Part 4.
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Across the industry, firms now recognise that
delay has a measurable cost. Asset servicing
volumes are rising by over 25% a year — with
Asia growing at twice that pace — yet 41% of
respondents report that their system spend
is falling. Manual validation remains the dom-
inant control for 75% of firms, and voluntary
event STP rates still sit below 40%. The result
is a widening performance gap between ear-
ly adopters and those waiting for regulatory
compulsion.

The message from clients and regulators is
consistent: accuracy, timeliness and transpar-
ency are becoming minimum conditions for
participation. ISO 20022 is not a compliance
project; it is the language through which the
next generation of operational maturity will be
expressed.
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THE PATH TO OPERATIONAL
MATURITY

The maturity model introduced in Part 1 remains our reference point. Every organisation sits
somewhere between ad hoc, systematic and optimised control.

In 2025, most firms still describe themselves in Levels 2-3; structured but fragmented. They rely
on multiple systems, local spreadsheets, and narrative reconciliation loops.

/ The symptoms are now well measured. \
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ISO 20022 provides the structural remedy. Its object-oriented model allows data to be
created once, enriched once and consumed consistently throughout the event lifecycle, from
announcement through to entitlement, payment and claims.

- )

This model supports data granularity which enables systematic control as
the foundation of automation, operational control and insight.

By embedding that discipline, firms can transform the nature of their operational cost base: from
people-driven remediation to machine-driven prevention.
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DATA BEYOND MESSAGING:
ISO 20022 AS A DATA STANDARD

ISO 20022 is often described as a messaging format. In practice it is a data model, a taxonomy that
defines relationships, hierarchies and status across every element of a corporate actions event.

Each SO 20022 object carriesexplicitidentifiers and attributes: the event, the security, the account,
the entitlement, and the instruction. These classes interlock through matching and numbering

rules that enable real-time reconciliation and status propagation.

This richness turns the message stream into a live dataset. Once captured in a centralised master,
it supports:

Real-time processing: intraday updates and alerts as statuses change.

Automatic reconciliation: reducing duplicate breaks and false exceptions.

Decision-ready analytics: giving operations, risk and clients the same view.

Firms using ISO 20022-compatible data models report measurable improvements in error
detection and exception routing. Research shows that standardisation and golden-copy
integration reduced reconciliation breaks by more than 60% and lengthened decision windows
by up to three days per event cycle.

The conclusion is clear: ISO 20022’s value lies not only in the messages it transmits but in the data
discipline it enforces.
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ALIGNING DATA TO REDUCE RISK

The operational risk in corporate actions is not abstract; it is quantifiable.

Processing errors already account for up to 10% of total operational expenditure, and 81% of firms
report manually re-validating announcement data.

Integrating data lineage and provenance within ISO 20022's model creates an auditable chain
from issuer to investor. When every data element can be traced to its attested source, firms gain
a measurable reduction in reconciliation effort and liability exposure.

The market increasingly supports this approach.
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faster, structured
communications would

of firms believe that
CSDs should hold
responsibility for

golden-copy event data,
and CSDs themselves

justify investment in
automation.

agree.

By aligning source, lineage and synchronisation, ISO 20022 allows firms to mutualise exception
management across the custody chain. Replacing redundant reconciliation with shared valida-
tion.

The financial impact is material. Internal ValueExchange modelling suggests that each percent-

age-point gain in STP can translate into hundreds of thousands of dollars in annual efficiency
gains for a mid-tier custodian.
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PROCESS HARMONISATION:
FROM MILESTONES TO STATUS

Legacy workflows are milestone driven: notify, record, instruct, reconcile. Each milestone creates
a queue, and each queue invites delay.

ISO 20022 enables status-driven orchestration. Events progress as data objects update, not when

teams tick boxes. Status becomes the signal that routes work, triggers controls, and informs
clients in real time.

In practice this means:

Intraday visibility: positions, entitlements and exceptions refresh automatically.

V"
L4

** Predictive risk flags: Al models can prioritise events based on exposure and
4+ probability of failure.

N Operational metrics: time-to-instruct, exception ageing, and claims velocity become
measurable KPlIs.

These are not theoretical benefits. Among firms that have piloted ISO 20022-enabled workflows:

> The share of events requiring manual intervention dropped from 46% to 18% within twelve
months

> The same firms reported a 30% reduction in downstream claims and adjustments

For decision-makers, this translates into controllable cost reduction and a more resilient

operating environment. Critical metrics as volumes accelerate and settlement cycles compress
towards T+O0.
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COLLABORATIVE ENABLEMENT AND
SHARED CLEANSING

Data cleansing remains one of the least scalable aspects of asset servicing. Every participant
validates the same issuer data independently, yet ownership of accuracy is diffuse.

Emerging collaborative models, underpinned by ISO 20022 and vendor-led utilities, are beginning
to change this. By establishing common data objects and attestation protocols, firms can share
cleansing outcomes without surrendering data ownership. Al-assisted consensus models and
distributed ledgers are making this technically feasible today.

The commercial rationale is strong.
Outsourcing and shared services can slow cost
growth by around 25%, while also improving
data quality and consistency. As regulation
(SRD Il, DORA and others) continues to
emphasise timeliness, machine readability
and resilience, the incentive for mutualised
cleansing only increases.

For technology leaders, this is where vendor strategy becomes decisive. The optimal path is
rarely full internal build: 59% of firms admit they struggle to deliver transformation fast
enough. Vendor-enabled solutions with built-in interoperability between ISO 15022 and ISO
20022 offer a lower-risk bridge, allowing institutions to accelerate maturity without waiting for
the entire chain to catch up.
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STRENGTHENING CONTROL ACROSS
NONALIGNED PROCESSES

What ISO 20022 Enables QOutcome

]‘ Standard Alignment of option structures Fewer breaks caused by

variations and event definitions inconsistent interpretations
Narrative Mapping narrative data into Reduced ambiguity where issuers
cleansing structured fields publish unstructured information

N Flexible . .

@ Consistent calculation of rates, More accurate and transparent
outcome '

S @ fees and tax treatments entitlements across markets

computation

. . Improved risk visibility and
Non-SWIET Normalisation of proprietary ) )
. . harmonised processing across all
custodians inbound formats
markets
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EXTENDING VALUE BEYOND
CORPORATE ACTIONS

The architecture of ISO 20022 extends naturally into adjacent domains. Proxy voting, class
actions and tax reclaims all share the same structural weaknesses: fragmented data, inconsistent
deadlines, and manual client interaction.

= o)
T 40%
= of budgets are now redirected towards proxy and tax. By re-using the same

data objects and workflows, firms can scale automation across the full asset-
servicing lifecycle.

The implications for clients are tangible: faster vote confirmations, transparent claim tracking, and
a unified view of entitlements across positions and markets. For providers, it creates a consistent
operating backbone and an opportunity to differentiate through service quality rather than cost
alone.
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BUILDING THE
BUSINESS CASE

ISO 20022 adoption is often treated as an inevitability. The reality is that adoption decisions still
depend on measurable business outcomes.

The return profile is now sufficiently proven to quantify:
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Beyond these direct metrics, ISO 20022 strengthens firms’ ability to measure and control their
operations. Error rates, exception volumes and client response times become observable, enabling
genuine continuous improvement rather than reactive remediation.

At a strategic level, the investment case aligns with broader transformation agendas. By 2030,
firms expect to dedicate 63% of budgets to innovation and resilience, freeing capacity that is
currently tied to legacy technology. ISO 20022 can serve as the architectural foundation for that
shift in asset servicing, turning regulatory compliance into operational advantage.
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DECISION-MAKER PERSPECTIVE

For COOs and CFOs, the calculus is increasingly simple. Legacy infrastructure consumes
between 50 and 60% of total technology budgets yet delivers declining returns. The cost of
maintaining translation layers and bespoke reconciliations grows by around 10% per year.

critical mass is reached. The early-adopter profile is already visible: Firms that
have modernised their securities-processing data models are achieving
around 10% annual P&L efficiencies—ISO 20022 can play a central role in

that shift.

(%% By contrast, ISO 20022 implementation offers compounding savings once

In capital terms, this equates to payback periods of less than three years for most mid-tier
operations, with cumulative five-year ROl exceeding 40%, even before accounting for reputational

and regulatory benefits.

O @ @ Part 3:1SO 20022 - The foundation for operational maturity n



FROM MESSAGE TO MODEL

The transition from ISO 15022 to ISO 20022 is not simply an upgrade; it is a change in operating
philosophy. It replaces narrative and reconciliation with status and lineage; it transforms point-to-
point translation into shared understanding.

Firms that view ISO 20022 as plumbing will capture limited benefits. Those that treat it as a data
and workflow model will set the foundation for long-term operational maturity.

As the evidence now shows, the cost of inaction outweighs the cost of change. Operational losses,
rising data expenditure and reputational exposure are no longer isolated incidents but structural
features of an outdated model.

The business case is therefore not about if but how fast. By embedding ISO 20022 across data,
process and collaboration, firms can achieve:

~

87% reduction in operational error rates

NS

25% cost growth containment per quarter

AN

3d AdY  reduction per lifecycle

\_

Increased capacity for staff to focus on higher-value client work

For an industry facing unrelenting compression and expanding regulatory scrutiny, ISO 20022
represents both shield and engine: a safeguard against fragmentation and a catalyst for
competitive differentiation.

In the next and final paper of this series, we will translate these outcomes into a practical

framework — defining how to build, quantify and present the ISO 20022 business case inside
your organisation.
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This report has been prepared by The VX (Canada) Ltd. and is

provided for information purposes only.

The information contained herein has been compiled from
sources believed to be reliable, but, although all reasonable
care has been taken to ensure that the information

contained herein is not untrue or misleading, we make no
representation that it is accurate or complete and it should
not be relied upon as such. All opinions and estimates
included herein constitute our judgment as at the date of this

report and are subject to change without notice.

Unless we provide express prior written consent, no part of
this report should be reproduced or distributed. We do not
accept any liability if this report is used for an alternative

purpose from which it is intended, nor to any third party in

respect of this report.

This document must not be considered as an offer to sell or a

solicitation of an offer to buy any product, security or service.

the ValueExchange
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