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Our view on the US Broker-Dealer The relevance and benefits of System The timing and ramifications of the
industry, as we deal with COVID-19 & Organizational Controls (SOC) in a June 2019 SEC rule adoption for
and sustained higher volatility. fast-growing SaaS environment. Security Based Swaps (SBSs).
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CURRENT THEMES AND A LOOK INTO THE FUTURE, FROM

DASH REGULATORY TECHNOLOGIES, THE GOLD STANDARD
SOLUTION FOR US REGULATORY CAPITAL COMPLIANCE.
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For the financial services industry, the overall
impact of COVID-19 has been mixed. On
the one hand, the pandemic has impacted
consumer spending in key sectors such as
hospitality and leisure, while also pushing
up unemployment substantively since
February lows. On the other hand, higher
trading revenues due to market volatility
have boosted capital markets businesses,
while central bank activities and government
support of businesses and individuals have

so far limited damage to bank balance sheets

and prevented the contagion we saw during

the global financial crisis in 2008.

Overall, the pandemic has been both a
challenge and an opportunity for the US
broker dealer industry. The industry is
pivoting quickly to adapt to the challenges
placed by a fragmented and work-from-
anywhere  workforce, by accelerating
digitization, automation and SaaS adoption.
Other fundamental factors such as US

elections and evolving regulatory regimes
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will shape our industry significantly in the

near to long term.

Since 1987, DASH Regulatory Technologies
has been the provider of an industry
leading ‘gold standard’ solution for the US
broker dealer’s regulatory reporting needs,
helping our clients comply with net capital
requirements mandated by FINRA and SEC.
Even during this crisis, we continue to
strongly support our clients. We have also
been innovating continually by launching our
cloud solution, DASH 360R and developing

new products for the future.

We highlight the evolution of a few ongoing
themes, relevant to our clients in 2020 and

beyond:

Security Based Swaps (SBS)

Finalized in June 2019, this is the most
significant regulatory capital ruleset to
emerge from SEC as part of its Dodd-Frank
implementation process. The SBS rules have
wide-ranging implications to the broker-
dealer community, especially those broker-
dealers who are either dealing or are simply

trading security-based swaps.

DASH Regulatory Technologies has already
initiated development of the swap-specific
haircut optimization in accordance with the
amended 15c3-1 rules. The new module
will be deployed during the second quarter
of 2021, well in time for the October 6, 2021

compliance date.

Market Volatility & Intraday Model
2020 saw record volatility and volumes in

the first half of the year. Overlapping with the

broader economic shut-down, firms moved
quickly to adapt to the unprecedented
scenario by altering and executing their BCP

plans.

The key challenge for broker-dealer
FINOPs was to adequately maintain ample
liquidity and continuously monitor intraday
fluctuations in regulatory capital. DASH
RegTech made further refinements during the
second quarter so that the intraday RBH and
RBM solutions that you have grown to rely on

remained dependable, precise and accurate.

Saa$S adoption & Benefits of SOC Reporting
US broker-dealers have continued to face
robust review and scrutiny from both auditors
and regulators. Investing in new technologies
such as SaaS adoption, emphasizing strong
controls around data quality as well as
soundness of the calculations has become
the centerpiece of a thoughtful reporting

solution.

This has increased the importance of
establishing a mature, holistic and well-
controlled process with end-to-end

automation and certified SOC controls.

In order to address these needs for our
clients and enabling a ‘Work From Anywhere’
workforce, DASH 360R has streamlined
automation and performance optimization in
concert with AWS infrastructure. DASH 360R
is also on-track for SOC1 Type 2 certification

by the year-end.

In 2021, DASH 360R will feature high-end
analytics and new functionality geared to
enhance and simplify the overall broker-

dealer regulatory reporting experience.
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https://aws.amazon.com/compliance/soc-faqs/

Nikita Kapshuk

Volatility Smile

Figure (a)

Volatility Skew

Figure (b)
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The SEC set August 6, 2021 as the date for firms to begin
counting their SBS dealing activity, which will determine
whether the firm is deemed a SBS Dealer (SBSD). The SEC

also set October 6, 2021 as the compliance date.

Several rules applicable to SBS entities take effect on this

date including:

- Capital and margin requirements for

non-bank SBS entities,
- Segregation requirements,

- Requirements regarding recordkeeping and

reporting, as well as,

- Risk mitigation requirements.

DASH RegTech initiated development of a new SBS haircut
add-on to complement its current haircut modules soon after

the rules were adopted.

The system will take into account any swaps and SBSs in

the position file and optimize the haircut calculation in

Michael Gresham
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Manager,
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accordance with the standardized matrix proposed under

Exchange Act Rule 15¢3-1 (as amended).

DASH RegTech will apply hedging relief where rules permit
netting Credit Default Swaps (CDS) that reference the same
entity and credit event trigger and if they are in adjacent

maturity bands.

For CDS Index Swaps, the system will recognize relief based
on netting for swaps on same index, while also considering

basis spread and time between maturity of hedging legs.

For Interest Rate Swaps (IRS), the system will seek to find
hedges versus government securities per (A) or non-
convertible corporate debt per (F). For all other SBSs,
the system will compute charges in accordance with the

appropriate 15¢3-1 paragraph.

The DASH RegTech SBS add-on will be ready for client beta-
testing during the first quarter of 2020 with a production
version available both for our on-prem and DASH 360R

clients well ahead of the October 6, 2020 compliance date.

On June 21, 2019, SEC adopted its
Security Based Swap (SBS)rules laying
out capital, margin and segregation

requirements for broker-dealers that
engage in SBSs.
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WHAT
TO EXPECT FROM
DASH THIS YEAR

CME SPAN

Traditionally, broker-dealer practitioners have computed haircut
and margin calculations on OCC and CME products independent
of each other. A recent use case brought to light the significance
of combining these two computational methodologies, which has
the potential to further optimizing our computations of capital

charges.

At DASH, we are researching our methodology in our sandbox

environment and expect to release the SPAN margin calculation

as an add-on to our already comprehensive haircut product suite,

while not compromising on the accuracy of our existing solution.

With the SPAN margin calculator RBH add-on, our clients will
just need to input a unified position file spanning OCC and CME
futures products, to arrive at haircut and margin calculations in

one calculation instance.

Swapnil Devaraneni, DASH Regulatory Technologies

Madhur Sarda
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DASH Regulatory Technologies

DASH Regulatory Technologies

The gold standard solution for US regulatory capital compliance. The gold standard solution for US regulatory capital compliance.

DASH PRASH
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REGULATORY CAPITAL
COMPLIANCE SOLUTIONS
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REGULATORY TECHNOLOGIES

THE GOLD STANDARD SOLUTION FOR US REGULATORY COMPLIANCE

REGTECH

FOR MORE INFORMATION REGARDING OUR PRODUCTS OR
SERVICES, PLEASE CONTACT US AT:
SALES@DASHREGTECH.COM

About us

DASH Regulatory Technologies delivers the gold standard solution for US regulatory
capital compliance. Our highly experienced group of industry experts deliver an
elegant, precise, enterprise-wide solution to manage risk with innovative software
solutions.

With a comprehensive suite of out-of-the-box tools, custom solutions and
consultancy, DASH Regulatory Technologies provides everything required to
satisfy the complex reporting requirements surrounding regulatory capital and

compliance for the US broker-dealer industry.



