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Decoding standards:
Why ISO 20022 matters now

As the financial services industry progresses towards harmonisation, accelerating digital transformation
has become critical. Within asset servicing, there is an urgent need to reduce risk and enhance
operational efficiency through timely and prudent management. Achieving this requires prioritising
standardisation, operational and technological optimisation, and regulatory alignment.

These critical themes, along with the compelling business case for transforming asset servicing
operations, will be explored in this four-part series of white papers, developed in partnership with
SmartStream Technologies.

Decoding Standards: Why ISO 20022 Matters Now

Standardisation has emerged as a cornerstone of
risk reduction, operational efficiency, and
alignment with rapidly evolving regulatory
requirements. In this context, I1SO 20022 is
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interpret, and manage critical information.

The asset servicing industry continues to grapple with inefficiencies, costly manual processes, declining
straight-through processing (STP) rates, and fragmented regulatory expectations. Collectively, these
challenges result in asset servicing operations incurring direct costs of up to $21 million per annum,
encompassing both operational expenditure and expenses related to processing errors. Against this
backdrop, ISO 20022 is gaining recognition as a critical driver of operational excellence. Yet, despite its
clear benefits, adoption remains slow: currently, only 17% of event notifications are received in ISO
20022 format, and an even lower 2% of elections are processed using this standard. The industry
remains heavily reliant on the older ISO 15022 messaging standard, which itself does not provide
comprehensive coverage across all required messaging scenarios.

How are we receiving event notifications
(% distribution, globally)

. -

What is ISO 200227

i
ISO 20022 is a comprehensive and flexible
messaging standard designed to standardise
financial communications across payments,
securities, trade finance, and corporate actions.
It replaces legacy standards such as ISO 15022,
facilitating interoperability and enabling a richer,
more detailed exchange of financial information.
By November 2025, payments messages will have
fully transitioned to ISO 20022, following a three-
year interoperability period with SO 15022.
Corporate actions messages are anticipated to
follow this transition closely, marking the next
phase of widespread industry adoption.
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Understanding the relationship between ISO 15022 and ISO
20022: A Brief Historical Context

1973 - Present 1984 - 1997 1997 - Present 2004 - Present
F 3
ISO 7775 ISO 15022 1ISO 20022
. Securities . Securities

Financial messaging standards have evolved significantly, from proprietary message types through ISO
7775 and ISO 15022, culminating now in ISO 20022. ISO 20022 utilises structured message-building
blocks and a generic field concept, enabling systematic processing of corporate action events. This
structured approach provides comprehensive event, security, processing, and account information
consistently throughout the event lifecycle, from notifications and elections through to payments.

ISO 15022

Notification Election Entitlement
MT564 Corporate action MT565 Corporate Action MT566 Corporate action
notification Instruction confirmation of payment

MT567 Corporate action processing
advice and status advice

MT568 Corporate action additional
information

ISO 20022

Entitlement

Notification

CANO Corporate action
notification

CANC Corporate Action
Cancellation Advice

CAPA Corporate action movement
preliminary advice

CAPA Corporate action movement
preliminary advice cancellation
advice

CANA Corporate action narrative

CAPS Corporate action status
advice

Election

CAIN Corporate action instruction

CAIC Corporate action instruction
cancellation request

CAIS Corporate action instruction
status advice

CACS Corporate action instruction
status advice cancellation

CACO Corporate action movement
confirmation

CARE Corporate action movement
reversal advice
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DECODING STANDARDS: WHY ISO 20022 MATTERS NOW

The shift from ISO 15022 to ISO 20022 is not incremental but transformational. The following table

highlights the key differences in the messaging standards:

Feature

@ Messages

@ Classes of

V information

Object Richness
(K{QD}T) Flexibili
J§ exibility

Interoperability

What are the benefits of ISO 20022 adoption?

Several compelling factors

ISO 20022

Covers basic event phases: notification, Extended message coverage including
election, and payment, with notification statements, preliminary advice, cancellations,
narrative and election confirmation. Limited and status updates, encompassing 13 distinct
to 5 message types. message types.

Expanded information sets including agent
details, registrar data, and supplementary
information for direct and enriched
communication.

Includes general information, event details,
account details, linkage, and instrument
details.

Basic information with limited context and
detail for events, securities, instructions,
beneficial owners, confirmations, and
accounts.

Comprehensive, detailed fields providing
granular contextual information and enhanced
insights across all data objects.

Highly adaptable data structure with narrative
extensibility available throughout all message
types.

Rigid data structure with narrative limited
solely to notifications.

Fully backwards compatible with ISO 15022,
offering extensive interoperability and multi-
language support across financial platforms.

Standalone standard with limited
compatibility across messaging platforms.

drive the adoption of ISO 20022:

Industry Driver ISO 20022 Advantage

Global
standardisation

Interoperability

Operational Risk
Reduction

Enhanced Data &
Analytics

1ISO 20022 provides a unified messaging standard that facilitates consistent commmunication across
international markets. This standardisation is essential for corporate actions and proxy voting,
where discrepancies in formats and interpretations can lead to processing errors and delays. Over
65% of investors cite that lack of consistency in corporate actions notifications is the number
one issue causing a meaningful P&L impact in asset servicing today.

A significant advantage of ISO 20022 is its compatibility with existing standards like ISO 15022
as well as data vendors and legacy systems. This backward compatibility ensures that institutions
can transition to the new standard without disrupting current operations. By facilitating seamless
communication between legacy systems and modern infrastructures, ISO 20022 promotes
interoperability, allowing for a gradual and manageable migration process.

The adoption of ISO 20022 mitigates operational risks by enabling higher levels of automation and
reducing reliance on manual processes. Its structured messaging format decreases the likelihood
of errors, exceptions, and processing delays. Financial institutions have reported improved
straight-through processing (STP) rates and reduced operational costs after implementing ISO
20022-compliant systems. Considering the average investor reports it's STP for voluntary
events to be as little as 39%, it's a much-needed improvement.

ISO 20022's rich data structures provide financial institutions with granular insights into transaction
details, customer behaviours, and market trends. This enhanced data allows service providers to
focus on value added product enhancements such as Al assisted experience-based decision
support, and predictive risk modelling, which only around 18% of firms are doing today.
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Industry Driver | |SO 20022 Advantage

cli 20% of asset servicing transformation projects are driven by the need to improve client
lent experience. With asset servicing a key factor in vendor selection and performance reviews, firms
Expectatlons need to offer more than just great service, but also a differentiated service.

The operational principals and advantages of ISO 20022 will allow adopters to meeting regulatory
pressures such as those from SRD Il which require notification within 24 hours, electronic elections
Reg"‘“atory and use of messaging across counterparties. Regulation like SRD Il can be a key driver for
com pliance investment into automation, and is currently responsible for 31% of all proxy voting automation
projects




Adopting ISO 20022 will
increase your operational

maturity

Corporate actions processing frequently incurs
error-related expenses of up to 10% of total
operational expenditure, yet continues to rely
heavily on fragmented infrastructure, manual
workflows, and paper-based processes. The
absence of accurate and timely data alignment
between corporate action events, related
accounts, and counterparties complicates event
management, limits the decision-making window
available to beneficial owners, and disrupts the
critical phases of notification, election, and
payment processes.

Some operations attempt to compensate for
infrastructural shortcomings by increasing team

iIciency

Highest eff

Ad Hoc Systematic

- Use of basic digital tools (e.g.
spreadsheets, databases) to
support workflow.

-« Batch-cycle processing delays
milestones and hinders
intraday responsiveness.

Fully Manual

- Paper based event folders with
informal processing.

- Election capture via email,
with limited auditability.

- Manual deposit procedures
and inadequate validation of
entitlement.

across the event lifecycle.

- Minimal automation; manual
intervention required at key
points.

- Limited transparency in
deposit and payment

- “Just-in-time” manual .
processing.

processing leads to high
operational risk and frequent
errors.

- Lack of status overview to
manage event risk effectively.

Least Mature

Maturity matrix

- Low data integrity and visibility

sizes; however, this approach often fails to
proportionately reduce the error rate relative to
the increased operational costs.

Today, operations aim to transition to intraday
processing, reduce administrative burdens,
harness data-driven insights, and enhance
automation to mitigate event-related risks. 1SO
20022 serves as both a catalyst for progressing
operational maturity and a safeguard against
regression within the maturity cycle, particularly if
technological barriers persist as custodians
transition towards the new standard through
2026.

Automated and
optimised event
lifecycle control

- Fully automated Golden
Record processing with
operational oversight.

- Data integrity ensured through
message matching across the
lifecycle.

- Status-driven workflows with
exception management and
decision-ready data.

Centralised Notification
Management

- Use of centralised data
management tools for
notifications.

- Intraday processing supports
real-time insights and business
responsiveness.

- Early notifications sourced
from data vendors, enriched
via custodian data.

- Reconciliation of elections and
payments across segregated
and omnibus accounts.

- Partial automation of event
broadcast and election
workflows.

- Enriched workflows for open
positions, claims, and escrow
events.

- Narrative management and
basic exception handling
introduced.

- Transparency into bottlenecks
and processing status.

- Measurable reductions in error
rates and operational cost.

- Built-in interoperability across
I1SO 15022 and I1SO 20022.

- Milestones improved but still
impacted by batch processing.

- Low transparency across
downstream processes and
entitlements.

Most Mature

Every firm sits at a unique position within the maturity cycle. Some continue to operate manually,
characterised by low efficiency and elevated operational risks. At the opposite end of the spectrum, other
firms have embraced full integration and automation, leveraging ISO 20022 strategically to drive

operational excellence.

Firms evaluating their current maturity typically find themselves between Levels 2 and 3. Critically,
transitioning directly from these lower maturity stages to full ISO 20022 integration offers a valuable
opportunity to bypass the intermediate friction points and inherent limitations associated with ISO 15022
legacy systems. Adopting vendor-based solutions can significantly expedite this progression, lowering
transition risks and shortening the path to operational readiness.



Or you risk being
left behind

The cost of non-adoption

Delaying the adoption of ISO 20022 exposes firms to escalating costs and heightened operational

risks. The consequences of maintaining the status quo include:

Lost Time

Investors frequently report insufficient decision-making windows, with critical time
lost due to intermediary inefficiencies. Adopting ISO 20022 can reclaim up to three
days within the corporate action lifecycle, directly benefiting the issuers and
investors.

Manual Intervention and Low STP Rates

Lack of trust in the system, low data integrity and poor tooling means 81% of firms are
spending time to manually revalidate data received in a corporate action
announcement. This inefficiency persists across the entire lifecycle.

Increased Errors During Seasonal Spikes

Processing errors currently account for up to 10% of firms' total operational costs.
Standardisation through ISO 20022 is viewed as a pivotal solution, potentially
reducing errors by as much as 87%.

Costs from Outdated Complex Systems

Firms anticipate operational costs to rise by approximately 10% per annum due to
legacy systems, compounded by the specialised expertise required to maintain
them.
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The cost of non-adoption

Effective adoption strategies must be highly productised, easy to test and maintainable:

@ Address Legacy Infrastructure

The complexity of transitioning to ISO 20022 goes beyond simple data mapping,
prompting a strategic decision: Should firms develop solutions internally or partner
with established technology vendors? While in-house solutions offer bespoke control,
they involve substantial upfront investment, higher ongoing maintenance costs, and
significant operational risks. Conversely, vendor-based solutions typically enable faster
implementation, reduced risk, and quicker market readiness.

Highly Productised Best-of-Breed Solutions

Optimal solutions should seamlessly support interoperability between ISO 15022 and
ISO 20022 across the entire asset servicing lifecycle.

Test Readiness

Solutions must support the upcoming custodial test windows for ISO 20022
migrations, providing robust test data sets and realistic interoperable use cases.

Maintenance and Adaptability

Solutions must support the upcoming custodial test windows for ISO 20022
migrations, providing robust test data sets and realistic interoperable use cases.

Enhanced Adaptability and Competitiveness

As client expectations evolves it's no longer enough to simply deliver corporate
actions notifications on time. To be competitive firms must deliver advanced
analytics, decision-support tools, and sophisticated risk management capabilities to
remain competitive.
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What do the experts say?

Listen as Adam Cottingham, SVP of Asset Servicing Products and Services at SmartStream discusses the
urgent need for ISO 20022 adoption and outlines its significant operational advantages

ISO 20022

A next-gen

messaging standard

What Happens Next?

ISO 20022 is more than a regulatory or operational
necessity; it is a strategic catalyst. Firms that adopt
ISO 20022 early will experience substantial
improvements in operational efficiency, reduced
risks, and enhanced client experience, positioning
themselves for future competitiveness.

Scan the QR code
to access the video

0 =f=2!i.®
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In our next white paper, we will explore the
regulatory implications of ISO 20022 in greater
detail, examining how forthcoming mandates will
shape strategic approaches to compliance,
operational efficiency, and industry
competitiveness.

iad i
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https://www.youtube.com/watch?v=aUQ-B1_BlTg
https://www.youtube.com/watch?v=aUQ-B1_BlTg

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.
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