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Independent third-party implementation reduces conflicted interests that exist within organizations.

Modeling human risks similarly to transactional risk.

Opportunity to enhance the operating code at the DNA level.

In my experience, if large institutions are allowed to embrace and enforce the code themselves, they run the

risk of what I call the adoption without leadership approach.  In this scenario, sales, traders, relationship

managers, credit, risk management, and middle and back office personnel all have vested interests to keep

the status quo and place profits before customers interests.  Without leadership change and vigorous audit

and compliance measures enacted, the tendencies to lean toward BAU (business as usual) will always be

present.

In order to augment the code and its principles, we are recommending to clients that they contract with

independent advisors (Underwood FX (http://www.underwoodfx.com)) that have the requisite FX product

 (http://www.underwoodfx.com/)
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knowledge and operational skills to help design, steward, and implement the initiative.  To that end,

Underwood FX has partnered with Dr. Alexander Stein who is founder of Dolus Advisors

(http://dolusadvisors.com/Home_Page.html), a consultancy that leverages expertise in the psychodynamics o

fraud and white-collar crime to help companies proactively manage exposure to business, security, and

malfeasance risks from insiders.  He asserts that “fraud mitigation, let alone prevention, can never be achieve

by legislation or regulation alone.” It has been his experience that “merely rolling out new regulatory,

compliance, and conduct codes, no matter how rigorously architected, invariably results in risk amplification,

not reduction, unless numerous human factor risks are also considered and addressed.”

Among many enhancements Dr. Stein recommends, one is to “model human risk similarly to transactional

risk: sensibly consider probabilities not fantasies.”  Some readily predictable scenarios, he specifies, involve

“peoples’ general irrationality combined with the astronomical variety of individual unpredictability.” This is

particularly important because, as Dr. Stein explains, so-called ‘red flags’ can be spotted sooner and with

greater degrees of accuracy using more sophisticated predictive behavioral analytics techniques.

“These are critical baseline points for financial institutions, end users, brokers, and all other relevant

stakeholders to on-board”, Dr. Stein argues, because “preparing a new Code is just that: an opportunity to

truly enhance the operating code at the DNA level, not just re-package a best practices manual.”
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“Disease is the biggest money maker in our economy.” - John H. Tobe

09:09 PM June 06, 2016 (http://twitter.com/Underwood_FX/statuses/739927093434322945)

"4 Things That Worry Me" Are things really okay?? #forex #currency https://t.co/xQYDm4VuLz

03:34 PM June 06, 2016 (http://twitter.com/Underwood_FX/statuses/739842788167032832)

“Economic prosperity and quality education for our children are inexorably linked.” - Jon Huntsman, Jr.

12:44 PM June 06, 2016 (http://twitter.com/Underwood_FX/statuses/739800006211731456)
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