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The reality for many financial institutions is a transaction processing environment that has evolved
through a combination of organic development and a merger or acquisition where case-by-case projects
have driven point-to-point implementations. These environments have the following characteristics:

Diverse transaction formats

Varying processing rules and requirements
Many-to-many connections

Broad combinations of technology stacks and platforms

With these environments, financial institutions must track, manage, and report on transactions while
facing the challenges of changing business requirements that demand rapid extension, expansion for
additional capability, or both. These environments resist change because they take on these attributes:

Complex and costly to maintain

Incompletely documented

Duplicated services, data, processes, and functions
Controlled by different organizations within the institution

IBM® Financial Transaction Manager V2 (Figure 1) provides integration and orchestration of transactions
to enable an architecture with the following capabilities:

Enables a streamlined environment that is easier to maintain
Increases transaction visibility

Facilitates reuse of services, data, and processes

Improves agility to respond to changing business requirements

Figure 1. Transaction Environment Transformation
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Did you know?

IBM is the largest vendor in the payments industry. IBM computers and systems process many of the
payment systems around the world. IBM Financial Transaction Manager builds on IBM's payments
expertise to help financial institutions increase revenue, reduce cost, mitigate operation risk, and improve
regulatory and legal compliance. For more information, see /BM Banking Industry Framework. IBM
Financial Transaction Manager speeds introduction of new transaction services at
ftp://ftp.software.ibm.com/common/ssi/ecm/en/bkb03012usen/BKB03012USEN.PDF

Business value

Virtually all financial institutions have multiple systems to process payment, trade, and securities
messages. These systems have morphed over years or even decades and were implemented to be
efficient at processing the needs of a particular department, function, or customer set. With so many
systems evolving at differing times, paces, and purposes, process duplication inherently exists.
Duplication and inconsistent processes create workflow friction, slowing client relationships and time to
market. Because of this duplication, the existence of monolithic applications, redundant gateways, and
numerous connections, payment systems can represent a higher percentage of expenses than they do
revenue to a financial institution. The situation calls for strong pressure to reduce costs because
increasing transactional volume might be unable to compensate for the revenue/cost differential.

While the internal pressures grow, financial institutions face increased pressure from nontraditional
competitors who only offer niche products and services and lack the heritage that established financial
institutions must maintain. Additionally, clients might exert pressure to have services added, modified to
their own requirements, or to add new outlets that could never have been conceived during the original
system implementation years or decades ago.

IBM Financial Transaction Manager provides an enterprise business-oriented view of payment and
security messaging that can be modified and reused as needs change and competition morphs. Modeling
facilitates the renovation and justifies each change along the way. IBM incorporates industry standards
including ISO message formats and service-oriented architecture (SOA). The discipline and models of the
Information Framework (IFW) provide tools, models, and techniques.

Implementing Financial Transaction Manager has the following typical benefits:

Is agile in reaction to change

Provides visibility of payments processes at design time and run time

Integrates service components that are built, bought, or both

Facilitates renovations by wiring together reusable service components
Reduces the cost and impact of change

Reduces the cost of testing additional applications with external networks
Enhances liquidity management monitoring and control

Reduces cost by enabling payment efficiencies and reducing system duplication
Improves customer satisfaction with faster time to market
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Solution overview

IBM Financial Transaction Manager provides the basis for defining and further customizing a bank’s
financial messages handling platform (see Figure 2).
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Figure 2. Payments handling financial messaging platform

These platforms typically handle payments processes, but are also used for other types of financial
messages such as securities message handling. A financial messages handling platform that is
specialized for payments covers the entire payments handling process of a bank, from reception of
payment orders through the payments factory to delivery of the payment orders to the corresponding
payment partners. It covers the reception of payments requests from payments partners through a
payments factory. It also covers the delivery of an execution report or statement to the bank’s part of the
payments handling process. These processes include the processes of the following hubs:

o The enterprise hub (processes oriented toward corporate customers)
e The compensation hub (processes oriented toward correspondent banks and the clearing and
settlement mechanisms)

Financial Transaction Manager delivers a framework of the components that are required to set up a
bank’s payments or financial messages handling platform step by step. It starts with a limited scope in
terms of payment types and processes and continuously enriches it, adding new functions and processes
to it. These components cover several functions that are outlined in the following section.
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Immediately usable functions

The following functions can be used immediately:

e The administration and configuration user interface, which provides alerts raising, payments
monitoring, and administration of the major parameters such as channels, formats, and calendars

e The transaction database, which is designed for high performance and audit trailing

e The internal standard format, which is required for handling and monitoring different types of payment
messages while using a single reporting and monitoring mechanism

e The business dashboard infrastructure and dashboard examples

e A sample payments handling application for verification of the installation and that delivers the basis
for customization

e Prebuilt message transformations

Customizable functions

The following functions are customizable:

Transaction routing services

Transaction storing services

Events and process orchestration services that you can define by using state machine diagrams
This task is simplified by using the supplied IBM Rational® models.

Client acknowledgement services, which can be customized to meet specific payments partner or tool
requirements

Message mapping services, which facilitate the mapping between internal formats and the specific
customer formats and interfaces

Bulking and debulking services, which are delivered as examples that can be adapted to fit specific
requirements

Alert management and transaction status services, which can be raised when events or payment
object statuses are reached

Request/response correlation services, which facilitate the mapping of outgoing and incoming
messages or interfaces

Middleware infrastructure

The required middleware infrastructure is delivered as part of the Financial Transaction Manager product
download. Financial Transaction Manager has been thoroughly tested on the underlying middleware
infrastructure.
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Figure 3 shows the Financial Transaction Manager components.

-
IBM Financial Transaction Manager
s ™ By ™ ™\
Administration and Transaction Internal Sample
configuration Ul database standard format application
. o O B & B S
' Ya By Y d ™
: Pre-built Transaction Transaction
Business : ;
Hhk et message ruut_mg Stnr_mg
transformations Services Services
\ RS VAN J J
8 Y il LY d Y 8 I
HAEIs A Client Message Bulking and
e acknowledgement mapping debulking
orchestration : . i
; SEMVICes SEervices SEervices
L e RS VAY FAS J
r LY AYd A 3
Alert : Transaction Huiesik
Rational response
management status :
. models : correlation
Services services )
\ VAN VALY VAN LEMIEEE J
MQ VWMB WTX DB2 Monitor WAS

L5

[ “out of the box" FTIM component

[ FTM component

Middleware infrastructure component

Figure 3. Financial Transaction Manager components

Solution architecture

The Financial Transaction Manager platform consists of several components that are deployed and

manifest in a Financial Transaction Manager solution;

e Data Model

The data model includes an operational database and a configuration database that are deployed in

IBM DB2®.

e IBM WebSphere® Message Broker artifacts

Message flows to facilitate runtime message processing are provided for deployment in IBM

WebSphere Message Broker.

e Console

An operations and administration user interface is provided for deployment in IBM WebSphere

Application Server.
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e IBM Rational Software Architect plug-ins

A set of model state machines and support for creating custom state machines are deployed in
Rational Software Architect.

e Sample dashboard and application
A sample application is provided for deployment in Rational Software Architect and WebSphere
Message Broker. Also a sample dashboard definition is provided for deployment in WebSphere

Business Monitor.

Figure 4 illustrates the typical interaction between the components of a Financial Transaction Manager
solution.

Rational Software Architecture
WebSphere Message Broker Toolkit

Ao B = B

LEIusiness Process, Config Analy=is and DesignJ

WebSphere Application Server

L.-':'«EtilJI'I, Mapper, Format Develupmentd
FD"—‘Plﬂ‘f Operations and Administrative
L User Interface:
DBs2 Monitoring
Sata todel e
Configuration, Transactions (ISF},
Process Metadata, Audit, etc.
efc.
Cﬁust':”'l"'ert- IEM Business Monitor
annel, etc.
Systems 1 Business Monitor Dashboard:
KPls, etc.
WebSphere Message Broker ¥
=] y CSM, etc.

Transaction Processing Engine:

Systems

Lifecycle Mgmt, Event Processing, ISF, Transformation,

a —p Routing, Rules, Business Actions, Audit Log —p
I - I

Shared

7| Services

Bank Internal
Systems

Figure 4. Financial Transaction Manager component interactions

WebSphere Message Broker Toolkit and Rational Software Architect are used to define and implement
the desired transaction flows. These flows are deployed to the Financial Transaction Manager transaction
engine in WebSphere Message Broker and to the data model in DB2. The operations and administration
user interface dynamically adapts to these flows and provides user interaction for configuration and
visibility to transactions for monitoring and management.
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Usage scenarios

Multiple solutions have been implemented and running in production status for some time or have been
implemented as part of proof-of-concept interventions as indicated by the following examples.

Enterprise platform

A European banking customer wanted to be able to receive different types of payment orders from their
enterprise customers, through different available channels. By implementing an enterprise platform, this
bank used Financial Transaction Manager to handle the payment file and order acceptance processing.
The solution included the following features:

e File reception and registration in the Financial Transaction Manager database (audit trailing)

e Validation that customers are authorized to use the service and the conditions that govern the service

e Detection of the file format (SEPA or domestic), corresponding debulking of the file into remittances
and orders, and their registration in the audit trail

e Remittance and order validation toward customer data
e  Order routing to the corresponding payment factory

e Delivery of acknowledgments to the customer (such as file reception, file acceptance or refusal, and
order delivery to factory)

e Delivery of payment execution feedback, in addition to returns and refusals or statements to the
customer’s preferred channel

Figure 5 shows the function model of an enterprise platform.
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Figure 5. Enterprise platform
Compensation hubs

Banks all over the world have implemented compensation hubs based on Financial Transaction Manager.
These platforms receive orders for payment that a bank places into an account. The bank must send
these payment orders for processing to the bank of the receiver of the payment. The routing of the orders
to the partner bank follows routing rules that are specific for each bank. Through their payments
processes, these banks receive the payment orders from the back-office systems or payment factories of
the bank. They do a format validation and transformation of these orders. They also record the orders in

Tracking Payments and Securities with IBM Financial Transaction Manager V2 7



the audit trail database. At the maturity date, the payments orders are extracted from the database and
routed to the best fitting execution partner. The partner is determined through an order routing mechanism
, based on reachability, efficiency, cost and other criteria. Before transmitting the orders to the
corresponding gateway, they are transformed to the partner’s format (such as XML, ISO 20022, and flat
file) and bulked according to the partner's requirements.

Often the compensation hub requests a delivery acknowledgment from the gateway. The
acknowledgement is then recorded in the audit trail and states that the payment order has reached the
counter party bank or partner. This platform also receives payments messages. The messages are
recorded. If required, the messages are mapped to a former outgoing payment message to which they
respond and are then handled through customized processes.

Figure 6 shows the function model of a compensation hub.
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Figure 6. Conceptual compensation hub that can be built by using Financial Transaction Manager as the
hub
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Funds routing platform

A funds routing platform is another type of platform that is based on Financial Transaction Manager. This
platform receives nonpayments-based financial messages from different actors and delivers these
messages to the correct destination for execution or custody.

This platform as the following layers:

e The Access /ayerincludes the interfaces the different users and channels will use to access the
platform.

e The Protocols and Gateways layertakes care of message reception and delivery.

e The Function layerprovides the required business services.

e The Application layerdelivers the customizable bases of these services.

e The Data layerincludes the Financial Transaction Manager delivered data and the funds hub.

e The /nfrastructure layer can be implemented for high availability or as a virtualized cluster.
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Figure 7 illustrates the layers of this platform.
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Figure 7. Funds routing platform

Integration

In considering the adoption of new applications, you must consider several important facts, such as the
ease that the application integration allows for a gradual renovation of your business functions

environment with your previous investments. You must ensure that it provides full integration with existing

and core banking applications (such as antimoney laundering, risk, fraud, and accounting) and most

enterprise resource planning (ERP) systems, just as Financial Transaction Manager does.
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Financial Transaction Manager is a software package used for the implementation of an integration layer
to manage, orchestrate, and monitor financial transactions. It provides integration through a common data
and message model, based on an industry standard (ISO 20022). Financial Transaction Manager has a
strong alignment with major industry standards (such as SWIFT (MT, MX), ISO 20022, and EDI) and uses
these standards to facilitate integration with new and existing systems. It is an integration platform that
uses de facto leading IBM middleware components. Adoption of Financial Transaction Manager
integrates to, and shields internal applications from, external standards changes. It provides the common
integration capabilities that are needed for managing financial transactions. Customers can use Financial
Transaction Manager to facilitate back-office integration and track transaction status.

Financial Transaction Manager uses a unified development methodology and environment for middleware
integration. Repeatable patterns or models (proven, reusable assets) are integrated in Financial
Transaction Manager. For example, the Router and Message Correlator patterns are inherited from the
core component WebSphere Message Broker and are widely used.

Financial Transaction Manager has built-in integration with the market leading business rules

management system IBM Operational Decision Manager. Therefore, the complex rules that relate to the
enterprise can be externalized yet used by the transaction flow to build dynamic internal decision points.

Supported platforms
For information, see "Detailed hardware and software requirements for IBM Financial Transaction

Manager offerings" at:
http://www.ibm.com/support/docview.wss?uid=swg27027034

Ordering information

Table 1 shows the ordering information for IBM Financial Transaction Manager.

Table 1. Ordering information

Program number Program name
5725-F79 IBM Financial Transaction Manager for Multiplatforms V2.0
5655-Y11 IBM Financial Transaction Manager for zZOS® V2.0

Related information
For more information, see the following documents:

e |IBM Financial Transaction Manager product page
http://www.ibm.com/software/industry/financial-transaction-manager

e |IBM Offering Information page (announcement letters and sales manuals)
http://www.ibm.com/common/ssi/index.wss?request_locale=en

On this page, enter Financial Transaction Manager, and click Search. On the next page,
narrow your search results by information type, geography, language, or all three options.

Tracking Payments and Securities with IBM Financial Transaction Manager V2 11



Notices

This information was developed for products and services offered in the U.S.A.

IBM may not offer the products, services, or features discussed in this document in other countries. Consult your local
IBM representative for information on the products and services currently available in your area. Any reference to an
IBM product, program, or service is not intended to state or imply that only that IBM product, program, or service may
be used. Any functionally equivalent product, program, or service that does not infringe any IBM intellectual property
right may be used instead. However, it is the user's responsibility to evaluate and verify the operation of any non-IBM
product, program, or service. IBM may have patents or pending patent applications covering subject matter described
in this document. The furnishing of this document does not give you any license to these patents. You can send
license inquiries, in writing, to:

IBM Director of Licensing, IBM Corporation, North Castle Drive, Armonk, NY 10504-1785 U.S.A.

The following paragraph does not apply to the United Kingdom or any other country where such provisions are
inconsistent with local law: INTERNATIONAL BUSINESS MACHINES CORPORATION PROVIDES THIS
PUBLICATION "AS IS" WITHOUT WARRANTY OF ANY KIND, EITHER EXPRESS OR IMPLIED, INCLUDING, BUT
NOT LIMITED TO, THE IMPLIED WARRANTIES OF NON-INFRINGEMENT, MERCHANTABILITY OR FITNESS
FOR A PARTICULAR PURPOSE. Some states do not allow disclaimer of express or implied warranties in certain
transactions, therefore, this statement may not apply to you. This information could include technical inaccuracies or
typographical errors. Changes are periodically made to the information herein; these changes will be incorporated in
new editions of the publication. IBM may make improvements and/or changes in the product(s) and/or the program(s)
described in this publication at any time without notice.

Any references in this information to non-IBM Web sites are provided for convenience only and do not in any manner
serve as an endorsement of those Web sites. The materials at those Web sites are not part of the materials for this
IBM product and use of those Web sites is at your own risk.IBM may use or distribute any of the information you
supply in any way it believes appropriate without incurring any obligation to you. Information concerning non-IBM
products was obtained from the suppliers of those products, their published announcements or other publicly available
sources. IBM has not tested those products and cannot confirm the accuracy of performance, compatibility or any
other claims related to non-IBM products. Questions on the capabilities of non-IBM products should be addressed to
the suppliers of those products. This information contains examples of data and reports used in daily business
operations. To illustrate them as completely as possible, the examples include the names of individuals, companies,
brands, and products. All of these names are fictitious and any similarity to the names and addresses used by an
actual business enterprise is entirely coincidental.

Any performance data contained herein was determined in a controlled environment Therefore, the results obtained
in other operating environments may vary significantly. Some measurements may have been made on
development-level systems and there is no guarantee that these measurements will be the same on generally
available systems. Furthermore, some measurement may have been estimated through extrapolation. Actual results
may vary. Users of this document should verify the applicable data for their specific environment.

COPYRIGHT LICENSE:

This information contains sample application programs in source language, which illustrate programming techniques
on various operating platforms. You may copy, modify, and distribute these sample programs in any form without
payment to IBM, for the purposes of developing, using, marketing or distributing application programs conforming to
the application programming interface for the operating platform for which the sample programs are written. These
examples have not been thoroughly tested under all conditions. IBM, therefore, cannot guarantee or imply reliability,
serviceability, or function of these programs.

© Copyright International Business Machines Corporation 2013. All rights reserved.
Note to U.S. Government Users Restricted Rights -- Use, duplication or disclosure restricted by
GSA ADP Schedule Contract with IBM Corp.
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This document was created or updated on January 30, 2013.

Send us your comments in one of the following ways:

e Use the online Contact us review form found at:
ibm.com/redbooks

e Send your comments in an e-mail to:
redbook@us.ibm.com

e  Mail your comments to:
IBM Corporation, International Technical Support Organization
Dept. HYTD Mail Station P099
2455 South Road
Poughkeepsie, NY 12601-5400 U.S.A.

This document is available online at http://www.ibm.com/redbooks/abstracts/tips0963.html .

Trademarks

IBM, the IBM logo, and ibm.com are trademarks or registered trademarks of International Business
Machines Corporation in the United States, other countries, or both. These and other IBM trademarked
terms are marked on their first occurrence in this information with the appropriate symbol (® or ™),
indicating US registered or common law trademarks owned by IBM at the time this information was
published. Such trademarks may also be registered or common law trademarks in other countries. A
current list of IBM trademarks is available on the Web at http://www.ibm.com/legal/copytrade.shtml

The following terms are trademarks of the International Business Machines Corporation in the United
States, other countries, or both:

DB2®

IBM®

Rational®
Redbooks®
Redbooks (logo)®
WebSphere®
z/OS®

The following terms are trademarks of other companies:

Other company, product, or service names may be trademarks or service marks of others.
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