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How Trade & Order data helps in 
Valuation Control
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TP ICAP is the world’s largest 
inter-dealer broker.

Leveraging the breadth and depth of our group 
brands; ICAP, PVM and Tullett Prebon, Parameta 
Solutions provides unbiased over-the-counter 
market information and data, creating 
transparency and insights that help our clients 
spot opportunities and manage risk.

86 locations

27 countries

>5,500 employees

Our Global Footprint
Parameta Solutions is part of TP ICAP
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The source of OTC Information
Global, multi-asset class coverage for Interest Rates, Money 
Markets, FX, Credit, Fixed Income, Treasury, Equity 
Derivatives, Energy and Commodities.

Trusted Source
Our data is used in pre-trade analytics, front office, 
algorithmic trading, mark-to-market, settlement, risk 
management, IPV and compliance.

Win Back Time
View and retrieve data quickly. Strengthen your approach 
and inform your strategy.  Gain a better understanding of 
where the market is heading.

Bigger and better. Together
Using the price flows generated by TP ICAP’s brokerage 
experts, combined with Parameta’s pricing and analytics, 
our impartial pricing gives you the competitive edge.

Flexibility
Historical, EoD, intraday and real-time data available directly 
or via third-party channels. Whatever your content demands, 
we have a solution for your needs.

Operational Excellence
24x6 global support teams ensure the highest levels of 
accuracy, quality and resilience in our pricing services.

Data from the heart of the market
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The IPV 
Journey
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Valuation Control wasn’t area of the bank that really existed

Regulation wasn’t actively looking at OTC markets. 

Control meant cost

“I trust my trader he’s an honourable man”

In the Beginning
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“Stop Shredding”

The world changed when ENRON which was a huge success story 
suddenly went wrong.  

This resulted in the first of the regulation FAS157

It was seen that it would be only applicable to commodity markets – 
however this introduction of FAIR VALUE 

ENRON
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FAS 157 Paragraph 8: “The principal market is the market in which the reporting entity would sell the asset or transfer the liability 
with the greatest volume and level of activity for the asset or liability. The most advantageous market is the market in which the 
reporting entity would sell the asset or transfer the liability with the price that maximizes the amount that would be received for the 
asset or minimizes the amount that would be paid to transfer the liability, considering transaction costs in the respective market(s). 
In either case, the principal (or most advantageous) market (and 4 thus, market participants) should be considered from the 
perspective of the reporting entity, thereby allowing for differences between and among entities with different activities. If there is a 
principal market for the asset or liability, the fair value measurement shall represent the price in that market (whether that price is 
directly observable or otherwise determined using a valuation technique), even if the price in a different market is potentially more 
advantageous at the measurement date.” 

In addition, the FAS 157 definition of “fair value” is based on a hypothetical transaction between “market participants” and 
represents the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction

FAS157 / IAS39 ( International Equivalent)
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Off the back of regulations like FAS157 and later replacements. 

Valuation Control or Independent Price Verification group appeared at every bank, having previously only been at a handful of large 
T1 banks.  These departments were charged with keeping the traders marks under control.

The issue was where were they going to get the data in order to mark to market the banks in a world of OTC derivatives. 

The Totem service later consumed into Markit has there to provide banks with a consensus of best estimate of mid-market levels 
that they were not able to get elsewhere. 

Some groups had used broker quotes to get some colour, this didn’t cover the grid.

Ascent of Totem

Source: S&P Global Website
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The markets went crazy. Traders didn’t know left from right. Valuations of OTC derivatives 
became even more relevant though the data would be even more varied.

Banks didn’t have any info on which to submit, and the data became more important to get. 

Consensus levels and ranges were increasingly not in line with where any trading levels were….

Start of the end..
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As we came out of the crisis and yet more regulation came about more banks were looking with 
scrutiny at the levels that Totem were returning.

But why? Banks were still submitting their best marks… so where was the issue??

Issues with Consensus 

Lesser active participant bank
Consensus mid

Accepted range

1 Standard 
deviation.

Active participant bank
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Regulator: “How do you know the Consensus is right?”

Paraphrased Quote from regulator

Bank: “It’s been going for 25yrs, has every bank submitting, it 
covers all the surfaces that we trade”

Regulator: “How do you know the Consensus is right?”
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Many different consensus providers have tried to solve this issue – though this isn’t the main issue facing 
Valuation control groups now.

The main issues that they are facing are:

1) Backtesting – try to prove that the consensus levels that you’ve received are actually in line with the 
market. 

2) Fair Value Hierarchy – How much of your book falls into level 2 and how much remains in level 3

3) Prudent Valuation – Can you solve the AVA calculations..

Only Way to solve the issue…trade and order data



Classification: Internal

Extract from the EBA Discussion paper on Prudent Valuation

2. Institutions shall consider a full range of available and reliable market data to determine a prudent value using one or more of the 
following market data sources:

(a) exchange prices in a liquid market;

(b) trades between parties at arm’s length in the exact same or very similar instrument, either from the institution's own records or, 
where available, trades from across the market;

(c) tradable quotes from brokers and other market participants;

(d) consensus service data where the number of contributors is greater than or equal to 10 and the institution has performed a 
valuation backtesting. 

Backtesting and Pru-val
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Back to broker data

ATM / Nov1Y 2Y 3Y 4Y 5Y 7Y 10Y 15Y 20Y 25Y 30Y
1D 1
2D 1
1W 7
2W 1 1
3W 7
4W 1
1M 20 7 11 17 12 13
35D 1
2M 4 2
3M 50 15 12 15 2 1 6
6M 20 10 1 7 4 3 6
9M 18 10 5 5 2 2 2
1Y 84 10 4 9 1 19 2 4
18M 16 5 1 5 1 6
2Y 46 17 1 3 4 13 3 3
3Y 5 8 17 2 16 1 3 16
4Y 2 4 3 2 11 10 1 3
5Y 5 11 7 1 13 12 11
6Y 2 1
7Y 1 2 5 3 1 12
8Y 2 1 1 4 1 5
9Y 1 1
10Y 1 17 1 11 14 4
12Y 6
15Y 13 2 1 1 1
20Y 4

TPICAP data allows Parameta an unique 
position to be able to provide trade 
and order data across large areas of 
surfaces. 

Close out costs and Concentrated 
Positions clearly evidence 

Here EUR Swaptions ATM shows where 
is trading and where isn’t trading. 
This naturally allows banks to solve the 
three use cases on the previous slide 
though also look towards the RFET 
tests also for FRTB. 
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Sample of the data
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“The risk of fines from not being able to 
produce satisfactory controls is the 
biggest factor that we are considering”

Quote from Large Investment Bank
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Q&A
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This communication and all information contained in or attached to it (including, but not limited to market prices/levels and market 
commentary) (the “Information”) is for informational purposes only, is confidential, may be legally privileged and is the intellectual property 
of one of the companies of TP ICAP plc group (“TP ICAP”) or third parties. The Information is directed to Eligible Counterparties and 
Professional Customers only and is not intended for Retail Clients (as each term is defined by the rules of the Financial Conduct Authority or 
equivalent). The Information is not, and should not be construed as, an offer, bid, recommendation or solicitation in relation to any financial 
instrument or investment or to participate in any particular trading strategy. The Information is not to be relied upon and is not warranted, 
including, but not limited, as to completeness, timeliness or accuracy and is subject to change without notice. All representations and 
warranties are expressly disclaimed. Access to the Information by anyone other than the intended recipient is unauthorised and any 
disclosure, copying or redistribution is prohibited. The Information and any opinions expressed within it are not to be relied upon as 
authoritative, or taken in substitution for seeking your own advice or the exercise of your own commercial judgment. The Information has 
no regard to specific investment objectives and does not comprise investment advice. The Information is not, and should not be construed 
as, an offer or solicitation to bid, sell or buy any product, investment, security or any other financial instrument. TP ICAP does not promote 
any of the contents of the Information. TP ICAP does not make any representation or warranty, express or implied, as to the accuracy, 
completeness or correctness of the Information, which is subject to change without notice. TP ICAP does not accept any responsibility or 
liability for any direct or indirect loss or damage, howsoever caused, arising from or in connection with the Information. In no circumstances 
may the products referred to herein be used for any purpose that would cause it to become a benchmark for the purposes of (a) the 
Regulation (EU) 2016/1011, (b) the UK version of Regulation (EU) 2016/1011 as on shored via the European Union (Withdrawal) Act 2018 
(the “UK Benchmarks Regulation”) (c) other applicable benchmark regulation and/or (d) the IOSCO Principles for Financial Benchmarks in 
each case together with the relevant technical standards, whether by the products referred to being referenced in a financial instrument, 
financial contract or investment fund or otherwise. (“Prohibited Use”). The terms of this disclaimer are governed by the laws of England and 
Wales. For further regulatory information and our terms of business, please see www.tpicap.com. ©TPICAP 2024

Disclaimer 
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https://www.tpicap.com/

