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Independent Price Verification (IPV), as defined by the Basel II 
Prudent Valuation Guidance, is “the process by which market 
prices or model inputs are regularly verified for accuracy. 
While daily marking-to-market may be performed by dealers, 
verification of market prices or model inputs should be 
performed by a unit independent of the dealing room, at 
least monthly (or, depending on the nature of the market/
trading activity, more frequently)”. 

Significant discrepancies between the internal and 
independent prices above a certain threshold then trigger 
an investigation. It is important to note that this threshold 
is typically set in relation to the exposure that a firm has 
to a given asset (or liability). That means as part of the 
price verification process, firms need to collect up-to-date 
information relating to exposures (delta, vega and cash 
positions). 
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Independent Price Verification (IPV)

Any ensuing price investigation typically requires a controller 
to research circumstances that might have legitimately 
caused the discrepancy (for example - a distressed sale in 
the market causing a temporary blip in the ‘independent 
source’). 

The independent nature of price verification refers to 
more than just the independence of the pricing source. For 
example, under the EU’s Capital Requirements Regulation 
(CRR) it also refers to the individual in charge of the process, 
specifying that the verification process “shall be performed 
by a person or unit independent from persons or units that 
benefit from the trading book.” 

In order to meet these requirements it is important that firms 
maintain strict role-based access control over the verification 
process, as well as process auditability and 4-eyes checks to 
help safeguard and demonstrate compliance. 

The Xenomorph IPV solution provides an automated 
framework for managing IPV workflows. It enables a 
strong governance model with clear rules and centres of 
competence - enabling straight through processing, the 
handling of exceptions by the correct experts, and clear 
oversight of the health of the IPV process.

End of day positions and prices are imported from trading 
systems and broken down by asset class.

External reference prices are then sourced for comparison 
with prices used in the front office systems. 

Reference prices can be sourced from: 

• Multiple sources (e.g. Bloomberg, Reuters, Markit, 
Super Derivatives, etc.)

• Specialist contributors (e.g. direct exchange,  
inter-dealer broker, evaluated pricing, etc.) 

• Interpolated using Xenomorph curve functionality

• Inputs from internal/customer models

A quality indicator can be calculated along with each 
reference price.

The solution compares and tests the front office prices with 
the reference prices. Multiple pre-configured checks are 
available such as:

• Exact match

• Front office price within a bid/ask spread +/- tolerance

• Front office price within any bid/ask spread from 
multiple contributors

• Front office price within a standard deviation of 
median price from multiple contributor 

Results are displayed as a set of customer-defined outcomes 
such as: pass, missing, outlier etc. 

These results then enter an exception management process 
that, being rules-based and configurable, can prioritise and 
automate responses to align with expected business process 
and internal policy (e.g. exceptions ranked according to the 
size or sensitivity of the position).

Additionally, process optimisation features enable firms to 
optimise thresholds and manage the number of exceptions. 
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SOLUTION: KEY STEPS

This diagram illustrates the key steps that form part of the 
Xenomorph IPV process. Each step is configurable to meet the 
needs of your business, and designed to provide operational 
efficiencies, transparency and control over the process. 

The system can be automated to source new data should the 
initial dataset not meet process requirements. 

Tolerances can be optimised to make the process more 
efficient. This calibration can be broken down in a granular 
way to the product level or even within products should 
volumes or characteristics differ.

These benefits provide a basis for compliance and insights for 
the business to base their decisions on correct valuations.

Step 1
Import end of day prices and positions 
from front office systems.

Independent prices are sourced from 
third parties, and calculations performed 
as required to derive reference price.

Step 2
Run business logic to compare front office 
prices with reference prices.

Workflows are configured to set tolerance 
levels, or base results on position values; etc.

Step 3
An exception management process 
corrects and annotates exceptions, or flags 
them for further investigation.

Step 4
Reporting and analysis.

Feed back insights into the IPV process; 
configure tolerances and improve 
efficiency.
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