


Securities Balance Transparency Report  - an Introduction.
[bookmark: _GoBack]This is the script of the text that can be said with the power point “Transparency_semt041_ Introduction_v04’
SLIDE 1 – TITLE
SLIDE 2 – History
There was a requirement for a report that  could provide a combined view of multiple account servicers in a custody chain.
Clearstream had developed a message itself for this functionality but when rolling out to clients it was decided this had better be an ISO 20022 message. 
SWIFT Standards was contracted to do the ‘reverse engineering’ development. Although the requirements came from funds, this is a message that could also be used in the securities space and the relevant elements were included in the message design.
Version 1 of the message was ready in February 2016 and added to the release for SWIFTNet funds in November 2016. When it was reviewed by funds SMPG (in Helsinki) in April 2016, the need for a maintenance became apparent. And it was maintained in 2016-2017 cycle and version 2 is available in SR 2017, this November.
We are going to illustrate some of the functionality of the message. We will also take a look at the message structure.
SLIDE 3 – Illustration of Usage – build up
Let’s look at a scenario. Imagine, if you will, we have an ICSD which has an omnibus account with a transfer agent.
This ICSD has a client, called Custodian A or CUS-A for short.
[PRESS]
This ICSD has another custodian, called CUS-B.
[PRESS]
CUS-A, in turn services accounts for a number of clients, three clients, AA-XX, AAYY and AA-ZZ
[PRESS]
Likewise, CUS-B services accounts for a number of clients, two clients, BB-XX and BB-YY.
SLIDE 4 – illustration of Usage – Transparency Report 1
In this scenario, CUS-A sends a Securities Balance Transparency Report semt.041 message to the ICSD to say “This is a breakdown of my account into the three account I service for my clients, AAXX, AAYY and AAZZ.”
SLIDE 5 – illustration of Usage – Transparency Report 2
The ICSD sends back a Securities Balance Transparency Report semt.041 message to CUS-A, saying “This is the holding in account CUS-A-1111  that  I service for you, enriched with the place of safekeeping. I echo back the holdings of your clients, enriched with agent codes.”
SLIDE 6– illustration of Usage – Transparency Report 3
In this third message, custodian CUS-B is saying “This is a breakdown of account CUSB1111 into the two accounts I service for my clients, BBXX and BBYY.”
SLIDE 7 – illustration of Usage – Transparency Report 4
The ICSD sends back a Securities Balance Transparency Report semt.041 message to CUS-B, saying “This is the holding in account CUS-B-1111  that  I service for you, enriched with the place of safekeeping. I echo back the holdings of your clients, enriched with agent codes.”
SLIDE 8 – illustration of Usage – Transparency Report 5
And in message 5, the ICSD sends the statement of transparency to the transfer agent saying “This is breakdown of my account 11111111 into the accounts I service for CUSA &  CUSB:
	Account CUSA1111 broken down in 3 accounts CUSA services for its  clients.
	Account CUSB2222 broken down  in 2 accounts CUSB services for its  clients
So you can see that the message is designed to be used up and down the custody chain.
With message 1, the message is sent by the account owner.
With message 2, the message is sent by the account servicer.
With message 5, it’s being sent by the account servicer.
There is a mandatory element in the message where the code ‘account owner’ or ‘account servicer is specified.
SLIDE 9 mandatory element Sender Business Role
There is a mandatory element called ‘Sender Business Role’ which has as it definition
“Specifies the business role of the message sender and, therefore, the business relationship between the sender and the receiver (or the interests represented by them, in those cases where another entity is acting on behalf of the sender or receiver). The message is exchanged between two entities, one being the account servicer and the other the account owner, and the message can be used with either one as the sender.”
The element is typed with a code list with two values, Account Owner and Account Servicer.
This element is in the mandatory Statement General Details sequence.
NOTES FROM TOMAS:
AOWN = the downstream disclosure of several investors, can be interesting for many other asset types than funds. 
ASER = the upstream “classic” statement of holdings flow
The report is (relatively?) unique in being bi-directional, and a new indicator of direction had to be defined. The chosen nomenclature took some time to develop, to avoid ambiguities of alternatives such as “flow type” with “downstream” and “upstream” as options.

SLIDE 10 Structural Overview 1 of 8
This is an overview of the message structure with a mandatory elements for Message Identification, Sender, Receiver, Pagination, Statement General Details and Safekeeping Account and Holdings.
In the Statement General Details are mandatory elements such as the Sender Business Role we just mentioned, Statement Identification, Statement Date, Statement period and so on.
SLIDE 11 Structural Overview 2 of 8
The Safekeeping Account and Holdings sequence is really the main sequence. And here the real structure starts.
The first three elements are mandatory – the account number, the owner and the servicer.
At this level is an optional Balance Details sequence – where the balance of this account may be specified.
It is for this account, the safekeeping account if you like, for which the sender specifies the holdings of clients
SLIDE 12 Structural Overview 3 of 8
Here you can now see the sequence ‘Account Sub-Level 1’ – it is repetitive.
The account is identified and then balance details can be given. This account in Account Sub-level 1 is obviously related to the safekeeping account specified at the top of the message.

NOTES FROM TOMAS:
Sender business role = AOWN

SLIDE 13 Structural Overview 4 of 8
And then, when you are in Account Sub Level 1, holdings may be specified for account in Account Sub level 2.
SLIDE 14 Structural Overview 5 of 8
Inside Account Sub Level 2 are the holdings for Account Sub Level 3 and like-wise, in Account Sub Level 3, Account Sub Level 4 can be specified.
SLIDE 15 Structural Overview 6 of 8
The number of Account Sub Levels allowed is 9.
NOTES FROM TOMAS:
The XSD could have used a recursive element block for the subaccount levels, with a theoretical unlimited number of recursions (i.e. levels). 
Some XSD software tools are limited with regards to recursion, and a more traditional design approach was chosen instead.

SLIDE 16 Structural Overview 7 of 8
This is the Balance for Account Sequence – nothing special to explain here.
The financial instrument is identified, and then there is a mandatory Item Date – “Date of the line of holding in the statement.”
A settled and a trade balance can be specified. Balance Breakdowns may be given. And the price of the ISIN can be specified.
SLIDE 17 Structural Overview 8 of 8
Here is an example of what the XML would look like.
The ISIN is a Luxembourg ISIN. There is a settled balance of 90 units and a traded balance of 100 units.
SLIDE 18 – Example 1 – Message 1
Okay, lets now look at some functional illustrations.
First up the Securities Balance  Transparency Report semt.041 sent by the custodian to the ICSD to provide a breakdown of the accounts it services for its three clients.
SLIDE 19 – Message 1 page 1 of 6
Here is the top part of the message with message identification, the Sender and Receiver. And it’s s page one of one.
SLIDE 20 – Message 1 page 2 of 6 [BUILD UP]
Here is the Statement General Details sequence. In the next part of the message.
In this scenario, the sender, CUS-A, is the account owner  - the sender is disclosing the underlying owners of an account it holds with the receiver, the ICSD.
[PRESS]
In the next part of the message, the sender CUSA-A identifies the account it owns with the Receiver, account CUS-A 1111.
In this message, this is what I call the ‘top-level’ safekeeping account.
SLIDE 21 – Message 1 page 3 of 6
After the safekeeping account is specified, three repetitions of Account Sub-Level 1 are used, one for each of CUS-A’s clients, AAXX, AAYY and AAZZ
Client AAXX has 90 units of the ISIN, client AAYY has 100 units and client AAYY has 400 units
SLIDE 22 – Message 1 page 4 of 6
This is what the XML looks like for the 1st repetition of Account Sub Level 1, with the account number, then the owner of the account, which in this case is the client AAXX, and the servicer of the account, CUS-A. Then the ISIN, the item date and in this case a settled Balance of 90 units is specified.
SLIDE 23 – Message 1 page 5 of 6
This is the XML for the 2nd repetition of Account Sub Level 1, with the account number, then the owner of the account, which in this case is the client AAYY, and the servicer of the account, CUS-A. Then the ISIN, the item date and in this case a settled Balance of 100 units is specified.
SLIDE 24 – Message 1 page 6 of 6
And the 3rd iteration for client AA-ZZ
At this point, I’m going to stop bombarding you with XML – it all looks the same anyway and is a bit tedious. I’ll cover the things  diagrammatically.
SLIDE 25 – Example II - Message 2 
Okay – back to the scenario. CUS-A sent a semt.041 to the ICSD with the holdings of the three clients Now ICSD responds with a Securities Balance Transparency Report with which ICSD says ‘I have enriched your account data with the place where the securities are held and balance information. For your 3 underlying clients, the data is echoed back enriched with the agent code for each client.”
SLIDE 26 – Message 2
At the top, the safekeeping account information is the account where the holdings where the securities are held – in this case in the ICSDs account at the transfer agent, TRAG.
In Account Sub Level 1, the ICSD quotes the account of CUSA – it has been enriched with the number of units. And then there are three repetitions of Account Sub Level 2 – where the CUSA’s clients’ holdings are specified.
Neat, isn’t it.
NOTES FROM TOMAS:
Note the replacement of safekeeping account from message 1, which is now shifted to account sublevel 1!

SLIDE 27 – Message 1 and Message 2 structure compared
On the left hand side is a diagrammatic representation of the 1st statement – it’s sent by CUSA and it has CUSA’s account at the ICSD specified at the top level and then there are the three repetitions of Account Sub Level 1.
And then in message 2 – the one sent by the ICSD back to the Custodian, CUSA – is on the right hand side. 
Things have all got shoved ‘downwards’.
Now at the top is the account of the ICSD with the transfer agent, this is the placed were the securities are kept.
Then the CUS-A’s account is on Account sub-level 2 and CUS-A’s clients holdings are specified in repetitions of Account Sub Level 3.
SLIDE 28 – Illustration of Usage
So that was a quick look at how message 2 would be illustrated
SLIDE 29 – Example III – message 5
We will now take a quick look at the message sent by the ICSD to the transfer agent, message five in our scenario,
SLIDE 30 – Message 5
In this message the sender, the ICSD is saying “this is my account with you. I have specified holding for two of my clients, CUS-A and CUS-B. And then for CUSA, I have specified the holdings of CUSA’s clients. And for CUS-B, I have specified the holdings of CUS-Bs client.”
So two repetitions of Account Sub Level 1 are used one for CUS-A and one for CUS-B.
And then in Account Sub Level Repetition 1, there are three repetitions of Account Sub Level 2.
And then in Account Sub Level Repetition 2, there are two repetitions of Account Sub-Level 2.
SLIDE 31 – Illustration of usage graphic
So that was a quick look at the sequences of the message that would be used for the fifth message in our scenario.
SLIDE 32
With the Securities Balance Transparency Report semt.041, a custody chain of up to nine levels can be specified.
SLIDE 33
This just shows the hierarchical structure of the message with all its sun levels.
END
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