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B. Open items from Brussels SMPG
	Item no
	Brief description
	Status 
	Owner
	Due Date

	SR-01
	Derivative settlement
	+ Listed_Derivatives_Trade_notification_and_management_flow_3_4 was reviewed. It is still unclear what is meant by client of cpty. If it is in case of allocation to identify the client being allocated, what is the difference with Allocated Client on page 12? The same clarification is required for GCM2 versus Cpty

Post-meeting : The US group reviewed the document and had the following additional feedback:

1.      The previous version had an open question in the definitions section (P.3) in regards to clarification between assignment and allocation.  V.3.4 does not seem to address this clarification?  Definition of assignment, but not allocation?                                                                                                                                        

 21/10/09: Version 3.5 includes definition of allocation and assignment Closed

2.      Client of Counterparty data element on Page 13 still needs clarified as to why it is needed.
 21/10/09: it is optional. Some system needs this information for reporting purposes. Allocated client is the sender’s client and the cpty’s client is another party. Definition of allocated client was added to the MP.

3.      Segregation of amount breakdowns (Commissions, Fees, Charges, Accrual) needs to be stated in data element section. Page 12

Facilitator note: it is mentioned that the details may be provided. What more is expected?

ISITC argued that the commissions section should be broken out to specifically explain the different scenarios that can occur on the EXEC broker commission:
         Full payment of commission on open
         Full payment of commission on close
         Half payment on open and half payment on close
21/10/09: If further granularity is expected on executing broker commission, a CR will need to be raised. Closed from a SMPG point of view. If change request is raised and accepted, the documentation will be updated in due time. Closed.

4.      Deal amount and Settlement amount description need to differentiate between Futures and options. 

Also Future Style options acting as a future contract were mentioned.  These are European style options that need to be clarified on how Amount fields should be stated.  Future style options mark to market daily.  Need more clarification from Europe counterparts who are experts in these instruments.

Version 3.5 now mentions deal amount is not required for futures.

Future Style options acting as a future contract rose in October, 2008 by Mike Dever.  These are European style options that need to be clarified on how Amount fields should be stated.  Future style options mark to market daily.  Need more clarification from Europe counterparts who are experts in these instruments.

Deal amount and settle amount should be stated as zero if this type of product is being instructed.  This needs to be included in MP under data element section once confirmed valid product by local NMPGs
21/10/09: No one can recall or have any comments on the future style option risen by Mike Dever in October 2008. 

17/02/10: CLOSED

5.      Confirmations on Page 13? When is a trade confirmation sent on a listed derivative since only the cash is settling?  When appropriate to send a full 54x confirmation if derivative is not settling?

21/10/09: In some markets (e.g. France) the settlement confirmation message is used to report that the deal has been fully executed.
	ALL NMPGs
	CLOSED


	SR-01
	Derivative settlement
	n 

6.      Same comments on deal and settlement amount differentiation between futures and options on confirmation message. 

There is no settlement of a derivative. This will be equal to the value of the total commission.  If there is no

commission then the message should be free of payment.

In the case of a sale futures trade, the resultant SETT amount could be a negative (N) to reflect the fees/commissions as a debit instead of a credit as per the ISO 15022 recommendation that the negative indicator should be used when the direction of the payment is opposite than the normal way for a buy or sell transaction.

21/10/09: ISITC agrees with the comments in the MP documents: closed.

7.      Failing status message on top of Page 15 for a listed derivative is not applicable since derivatives do not settle. 

21/10/09: linked to #5: it is to give a status on the execution of the deal. 

Action Point: France will confirm whether ‘fail’ code can be provided? Could a match transaction not execute? What does ‘fail’ mean in this context (if anything).

 17/02/10: France confirmed there was no need for any failing status. Just matching and a pending status and related reasons are needed. CLOSED

28 Apr 2010:  Page 29 of version 3.5 will be updated.

8.      Page 17 market practice rules section needs to include more detail on the OCC Symbology initiative to create cusips on options.  Reference Data WG within ISITC to provide more detail.  If SMPG does not feel this is appropriate in SMPG document, then will be included in an addendum by ISITC US MP. 

Facilitator comment: please provide with the details. Will see with the group in October if make sense to include in a global MP rather than in the US specifics.

21/10/09: MP updated to reflect the OCC symbology. 

Action Point: each NMPG will check if they have derivatives and if yes, what is the instrument format: ISIN or other instrument identifications? If other, is there a possibility to apply the OCC symbology?

16/02/10:  The reference data WG at ISITC is documenting a business case to be submitted end of February.

 17/02/10: Today in the French market the listed derivatives are identified (if no ISIN is available) with the country code depending on which market the derivative is listed and then a proprietary code which is agreed bilaterally (Axelle please correct me if I am wrong). Anyway France would be interested in the US justification if indeed it covers all the various listed derivatives among the various markets. Business justification should be available prior the SMPG meeting in Luxembourg. 

07/04/10: ISITC provided the business case and on derivatives symbols and a draft changes request (see working documents) 28/04/2010: ISITC would like to have the list of codes included in the Global document. We will wait the outcome of the MWG in August to see how we have to update/amend the global document.
29/10/2010: ISITC change request on derivatives symbols was voted by the country vote. This will be reflected in the ISO 20022 Illustrations in the MP.
	NMPGs
	CLOSED

	SR-01
	Derivative settlement
	9.      Additional request to include clarification on Page 17 market practice rules section for the following: 

a. Option Style: Not mentioned in data elements

OPST//AMER – American Style Option 

OPST//ASIA – Asian Style Option 

OPST//EURO – European Style Option   

Facilitator comment: Will be mentioned in the data element, not a MP rule. Not that it is mentioned in the ISO 15022 illustrations.

21/10/09: 9: Closed. 0ption data element were included in the MT not that OPST//ASIA was deleted per SR 21010 CR II.26. MP v 3.5 was updated but OPST//ASIA will be removed.

b.  Commissions/Fees:  

Executing broker commissions (EXEC) and FCM commissions/fees need to be separated.  Only option is to include OTHR.  Need to decide if new codeword should be added.  

Facilitator comment: what is FCM commission? 

21/10/09: Scenario raised by ISITC relates to executing and clearing commissions that get paid to clearer as a lump sum.  For record keeping purposes, these two commissions need to be broken down into separate amounts.  Currently only option is to state Executing commission within 19A::EXEC and clearing commission (FCM) under the 19A::OTHR, a CR will need to be raised if FCM (US market) or GCM (FR market) is needed. 

28/04/2010: This point is considered CLOSED for the moment until ISTC will come up with a business case that they will previously share with France.

c. Opening vs. Closing Contract: 

One order for the full amount is sent as an instruction notification.  When the amounts of the trade crosses zero the concept of the (opening = greater than 0) and (closing = closer to 0).    Need a market practice around usage.  

Facilitator comment: please elaborate and propose a MP? 

Scenario raised by ISITC relates to when the IM is instructing to buy to close a negative position and at the same time buy to open a new positive position in a derivative.  ISITC would like it specifically stated in the MP that this should be two separate instructions.   The first instruction using the Seq. B, 22C::PROC//CLOP to close the negative position and the second instruction using the Seq. B, 22C::PROC//OPEP to open the new position position.  If the instruction is lumped into one instruction to close an negative position and build a new position position (crossing zero) this will cause issues for the custodians
21/10/09: Not enough knowledge among the participants. NMPG to validate the ISITC proposal.

Action point: A conference call between FR and US will be organized in order to come to closure by mid December France to come back.

28/04/2010: When there is a short position, you need a first transaction to cover this position and then have a second transaction. This was incorporated into the latest version of the document. 

10.  Page 23, 25 data element field usage includes field Trading environment. This field was removed from Page 12 as a data element after previously being raised.  Shouldn’t this also be removed here?

Facilitator comment: indeed. Corrected in 3.5.  


	NMPGs
	CLOSED

	SR-01
	Derivative settlement
	Action: - SWIFT Standards to produce a v3.5 (Listed_Derivatives_Trade_notification_and_management_flow_3_5 posted July 2009) including the comments/corrections proposed from by the US as well as the remaining open question from the meeting in Moscow. 21/10: Closed.

- NMPGs (FR specifically) to review updates and open questions and provide their answers/comments. 21/10: Closed

Note: SWIFT Standards announced that listed derivative functionalities would be kept for now in the

settlement message waiting for the outcome of the post-trade projects. It is not yet confirmed that notification of listed derivative transactions will be part of the scope of the notification messages being developed.

- 21/10/09: need to define the role of clearing member in the section 2 and add in section 3 in the title Executing/Managing party: (Global clearing member).

29/10/2010: MP was updated with last open issues (see above). Will be submitted for review by January 2010. Note that the US will not sign-off on the Global MP as it contains more parties / roles than used in US. Therefore they still keep the ISITC MP for the derivatives. 
March 2011: Final version posted. Still need to review the reshuffled including the ISO 20022 Illustrations.

	NMPGs
	CLOSED

	SR-05
	S&R Factored securities – US to document MP
	+ Review of US proposal for global MP Factored Securities MPv1.7.pdf.

The group provided their feedback on the document:

- Current face should not be mandatory, only original. If the need to provide current face is linked to the fact custodians may perform both accounting and custody function, it should only be mandatory for such scenarios, not for all.

- Japan will need to provide their feedback as they are currently defining their MP on factored securities.

Post-meeting feedback: In our Market, we never use Current Face Amount. This means that AMOR isn't available for S&R message in Japan Market.  We use only Original Face amount (FAMT) for settlement. It cannot be mandated in the MP to provide the current face.

Action: 

Facilitator comment: in view of the above meeting and post-meeting comments, US is requested to adapt their proposal to make current face optional. If it should be mandatory in their market, a US specific document should be posted explaining the context in which current face should be mandatory. 
- US to update their MP to

21/10/09: ISITC is in favour to have a global market practice document and they argue that the MP document says the current face is optional and a remarks that it is mandatory for the US market. JP would like to review the final draft of the MP before validating it.

09/04/10: ISITC finalized the ISITC MP for ISITC approval (see working documents).

28/04/2010: Page 8: Jason will change the Mandatory* to Conditional (with the explanation that conditional means mandatory when the instruction is being sent to a global custodian that also does the fund accounting. “Current face has been agreed to be mandatory when the instruction has been sent by the IM to the GC who is acting as his funds accountant. Otherwise, the field is considered optional.”

The group agrees to transpose the ISTIC document into a SMPG template in order to have a global market practice. Target date for the SMPG document is end of June.

29/10/2010: No additional comments. The MP  posted March 2011.
	NMPGs
	CLOSED

	SR-31
	Time deposits
	Update on UK and US work on the subject.

Comment received from the US: “initial draft of business case of differences between US and UK MP has been completed.  Sub-group of subject matter experts in US and UK are working through ISITC to document all differences to present to SMPG”. 

Clarification will be needed as UK commented that there was no progress done recently on this subject.

Action: ISITC and UK NMPG to clarify where they stand with this.

21/10/09: UK did not have a chance to review. Conference call between the UK and ISITC will be scheduled in a month time.

09/04/10:  Several conference calls held between US and UK to review business case submitted by US on differences between local MP documents. Agreement has been reached on three of the four topics and ISITC Settlements has been updating the market practice document to be presented to SMPG for global acceptance.  The remaining fourth open gap (interest on rollovers) between US and UK has been documented in a business case and is being discussed with the  group of subject matter experts in the US and UK.  We have included Doug Warrington and Amanda Jones from the UK NMPG at the recommendation of Karine. The remaining open issue is the described in the business case posted in the working document folder.  Once agreement is reached, we will finish the combined MP for global consideration.  This doc. will not be ready for presentation in Lux.  Expected for Fall, 2010 SMPG meeting. 
29/10/2010: remaining issue regarding the UK business case on the on interest compounding and interest on flat, increase and decrease roll overs. If no clarification is provided on the business case by the end of the year then the MP will be finalized without this usage.
March 2011: Final version was posted
	ISITC

UK&IE NMPG
	CLOSED

	SR-36
	Countries with no NMPG or country specific document
	See Country Missing MP v1.0.xls. The document was updated during the meeting.

Indonesia is a priority for the US (as per their comments). All the European market without a NMPG should also be a priority. SWIFT Standards is also very active in the Middle East as they are implementing new systems. FR and DE have explained that they have several big issues with several Middle East markets.

FR is asking that we check if Jersey and Guernsey to see if they are part of the UK IE NMPG. What about the other products that would not settle in Euroclear UK.

The NO and FI representatives (Nordic country) will check to see if we can contact also Iceland and the Baltic countries. Christian (AT) explained that for Slovenia, Czech Republic and Hungary, they will use the same CCP. The next step would be to set-up a new single CSD in Czech Republic for those three countries. In the meantime, Christian will propose them to have a generic template to explain the basic requirements. 

For Argentina, there is a template created with the help of the GC. Also there is an initiative to try to have NMPG in the big country in South America. For Cyprus, the Greek will help to create one. For Gibraltar, the UK&IE should help to facilitate the creation of a CSD. In Vietnam, SWIFT is doing something. Saudi Arabia should be a priority (SWIFT). For Malta, we will ask Italy to see if indeed Malta is using the Italian CSD. For Bulgaria, Christian (AT) will look at it..
22/04/10: Indonesia: The CSD is meeting with the different players in the market in order to create a NMPG.

Vietnam: Discussions are taking place (CSD is involved) but still no NMPG set up.

Indonesia: Discussions are taking place but still no NMPG set up. Swift full engage the CSD to work on CA projects where the CSD will invite market players to comment.
Qatar and UEA: SWIFT is in discussion with those markets. No NMPG is set up yet and this will probably not happen in 2010.

UAE:  a NMPG is  not created yet, not much is happening at the moment as too much change in the market at the moment to see it set it up in 2010.

China: There is a well established SMPG , something should be posted in the country specifics soon..

Argentina: no update.

Jersey, Guernsey and Isle of Man are not represented into the current UK & IE NMPG, but their financial instruments settle through Euroclear UK & IE.

Iceland is part of the Nordic market practice.

The Baltic countries: they obey by global market practice. There doesn’t seem to have any market specificities. Christine will check with those countries to make sure they are ok.

Hungary: NMPG has posted a document. 

Slovenia and Czech Republic

Cyprus: All documentation was sent: waiting for them to create a NMPG.

Morocco: right now discussions are taking place between Swift and the securities community, a NMPG may come out of that.

Tunisia:  Swift presentation to the securities community will come up soon.


	See document
	Regular updates will be given no specific due date

	SR-36
	Countries with no NMPG or country specific document
	Gibraltar:  Gibraltar will fall under the auspice of Crest (the UK/Ireland CSD). By way of background here is information that may be useful to SMPG. CREST allows settlement of 3 Gibraltar ISINS, subject to Stamp, & Registration. All 3 are online Casinos and are virtual so they're not on the island at all. The FSA however does list these securities for stamp duty and they are, technically, listed at the LSE. There are also a few Gibraltar entities who issue in the UK through their UK affiliation. Therefore these entities end up with GB ISINs. Gibraltar has an exchange - GibEx - but it doesn't appear on any list with serious activity.
There is no recorded CSD, NNA, or onshore CCP. Finally there is an 'Off-shore Companies house' in Gibraltar which tends to suggest that it operates as a central Registrar, which is where the CREST would link to. 

So to conclude, if they have no on-shore settlements they're unlikely to have or need an NMPG.

Malta: They are not with the Italian NMPG. Free of payment is done with matching. No taxes. Similar to the UK for the registration: nothing to do with Italy financial market.

Bulgaria: no news.

28/04/2010: China: this is still being discussed, now clear deadline was provided .
For Slovenia and Bulgaria, AT will provide the group the country specificities. Same for Czech Republic. Expected date is end of June.

India:  Mumbai is moving to ISO15022 for CA notification. Discussions about integrating Indian stock exchanges. Taketoshi Mori knows a person at ICSI securities services who is interested on joining SMPG. There is an NMPG and a Local MP is posted since 2002. 
ABMF: Asian Bond Market Forum is made up of financial experts from the 10 countries of the ASEAN (Association of South East Nations) + Republic of China, Japan and Republic of Korea. It aims at establishing regional market standards and common practices to make cross-border bond investment and settlement both smoother and cheaper. Final report should be out end of 2011.   For more details please see Taketoshi Mori presentation. 

	See document
	 Regular updates will be given no specific due date

	SR-38
	Allegement
	SMPG is asked by users to set business rules on what are the criterias for sending a 578. Some of the rules the users would like to have are:

· When should a 578 be sent? As soon as the cpty instructs or on SD-1? Some users are bombarded with 578 for trades they know about and handling the flow is so burdensome that they just do not look at any of them.

· Is there a way to identify markets where 578 are currently supported?

· Can there be a rule mandating the presence of a client of the REAG/DEAG on 578 in an Omnibus account market?

· Use of references.

· Removals.

· Etc.

22/10/09: 

· NMPGs believed it is difficult to give a general standard timing for the 578, some CSDs will send it as soon as it is not able to match the message received, some other on SD-1 etc…. The recommendation is that the timing of MT578 is defined by SLA.

· Action Point: NMPGs to identify which markets support the MT 578.

· We need to have our CSD system ready to take into account the settlement chain (at least 2 parties for the local agent and three for the local agent’s client: READ/DEAG, RECU/DECU, BUYR/SELL). If the CSD does not carry the full chain, then the allegement is useless to for the receving agent as he cannot forward the allegement to the appropriate client. The CSD should send back in the allegement all the information related to the settlement chain they receive.  

· The recommendation should be that at least all the matching fields should be present, if they are not and the allegement is sent out anyway then the alleged party must be very careful to potential cross matching (e.g. buyer/seller account is missing)

· Action Point: SWIFT  will work on a first draft for the MP: target for the first draft is next physical meeting 2010. It will include usage rules for identification and references.

22/04/10: Draft v0.1 MP posted in the working documents folder.

28/04/2010: There is a need to have a new status that will allow differentiating the status/reasons coming from the account servicer or  the counterparty. It could be something such as CPTY (counterparty status). For the MP template, 

31/05/2010: SWIFT confirmed the business data boxes should be included.

20/10/2010:  Draft MP v0.2 posted in working documents folder
Note that this MP will be merged with the reshuffled with the MT 578-586 MP by the end of the year.


	NMPGs
	Q1 2011

	SR-38
	Allegement
	Action Point: Swift to correct errors reported by HelleErrors reported was Helle Soe-Jensen. DONE

There will be two market practices , one ‘COUNTERPARTY RESPONSE MARKET PRACTICE

 and the other one ‘ ALLEGEMENT AND COUNTERPARTY RESPONSE MARKET PRACTICE’ as the counterparty response  does not  only apply to the  allegement process but to other processes as well such as cancellation and modification.
To be coherent with the above logic a separate ‘CANCELLATION MARKET PRACTICE’ should also be created.  
The status/reason why an allegement or a modification is rejected should also be added to pass the appropriate information to the requesting party (CP rejected). This reason is probably not relevant for the cancellation response process. Note that these reasons must be added not only at the counterparty response level but also at the securities settlement transaction status advice level.

It was also agreed that the consent of an allegement was not necessary as a matching instruction will be sent.

Action Point: NL Clarification on dumps needed (actually replacing dumps).

Action Point: SWIFT will change the ‘Counterparty Response Status’ to the more generic ‘Response Status’.
	NMPGs
	Q1 2011

	SR-39
	PSET PSAF
	Review PSET and PSAF market practice documents  

The PSET and PSAF MP documents must be re-mastered to be in line with the new business template but it should also be reviewed in terms of flows.

 In ISO 20022 the PSET corresponds to the receiving/delivering depository. During coexistence the place of safekeeping will remain as it is today as a separate field. After coexistence the objective is to also change it into receiving/delivering depository. All the flows must be reviewed one by one to make sure this PSAF can indeed be replaced by the receiving/delivering depository.  This does not mean that the PSAF will be removed completely as a separate field as it could be used for other purposes such as the taxes.

Swift confirmed with the Registration Authority that identifying the place of safekeeping a with 2 different message elements among various securities business areas (e.g. S&R and CA) is not an issue as the roles are different.

Changing the PSAF into receiving/delivering depository does not mean that not only the whole settlement chain of the counterparty must be provided but also the instructing settlement chain. This will be made clear at a Market Practice level. The receiving and delivering depository must be present at the same time only if it is in a cross-border scenario.

Oct 2010 :

By SR 2014 in ISO 20022 might want to remove the CSD option in the place of safekeeping TBC 

See reshuffled PSET PSAF MPs posted  on S&R/SMPG meetings/ Amsterdam/Working Documents folder on  www.smpg.info
29/10/2010: At the meeting it was decided that whenever the place of safekeeping was marked as NCSD or ICSD it would be translated into Receiving/Delivering depository.
There were also some discussions around the scenarios that were previously signed off. These will be discussed in January.
Post meeting comments: the decision taken at the SMPG fit all the scenarios except the one the of the ICSD to local market where the ICSD acts more as a Custodian, while the depository is not the ICSD but the NCSD. A conference call was organised with the ICSDs and it was concluded that indeed for the ICSD/local scenario place of safekeeping will NOT be translated into Receiving/Delivering depository.
See minutes of the call

 
[image: image1.emf]PSAF for ICSD to  Local scenarios conference call- Minutes.docx


The conclusions of the conference call will be discussed at the conference call in January.

	NMPGs
	January 2011

	SR-39
	Replacement Modification
	Replacement, Modification, Status, Counterparty, Response and Audit Trail messages presentation.

The difference between a replacement and a modification lays in the fact that for the replacement, the whole content of the message should be repeated whereas for the modification only the modified/added/deleted fields must be mentioned. Whether the replacement or the modification message is used should be defined at a Market Practice level. Some participants recommended having only one message and that the community should agree on this. 

In ZA, there is a legislation that forces the participants to have both a replacement and a modification message. No confirmation received.

In general most of the European participants believed that a replacement message was not necessary as the cancel/new process was preferred. This statement was even reinforced by the fact that T2S will not implement the replacement message.

Post meeting feedback: an e-mail has been sent to the NMPG convenors and all the feedbacks were that the replacement message was not needed as most of the markets will continue to apply the cancel/new process which is the current market practice. Therefore this message will be dropped and the modification message will be kept. The status/reasons related to the replacement process in SecuritiesSettlementTransactionModificationReplacementStatusAdvice will be removed and of course the name will be changed to SecuritiesSettlementTransactionModificationStatusAdvice.

During the discussions it was agreed that any data can be modified except for the one that: 

- does not apply (e.g. Transaction Identification) 
- is covered by another message (e.g. the priority indicator, hold indicator, partial settlement indicator, securities RTGS, automatic borrowing Indicator in SecuritiesSettlementConditionsModificationRequest) 
- would be too difficult to handle with the modification message e.g. Block Trades 


Note that originally the modification message the FIA was limited to the minimum. The full MC will be re-included per request of DE. Moreover this will enable us to reuse the existing message component.

There were some concerns related to the fact that a modification could conflict cross validations rules when received at the account servicer and validated with the other existing data. This is acknowledged and will be stressed in the Market Practice that will be created.

The MP should also include usage rules (or maybe the message should include extra validation rules) that an added information cannot be modified within the same message modification message. That if a Qualifier/Code is repetitive to make sure the appropriate information is modified it should be deleted first etc….

The modification message will allow multiple changes for both matching a non matching data. Standards cannot impose some constraints from that perspective as this really varies based on market practice.

The above functionalities will not be incorporated to the SecuritiesSettlementConditionsModificationRequest as the modification can apply to both the SecuritiesSettlement and the Intra-Position Movement instructions.
29/10/2010: Market Practice not covered during meeting will be covered Q1 2011.


	NMPGs
	Q1 2011



New items:

1) CR requested from Brazil for the Securities Financing message: the CR was postponed as additional information was needed from the submitter. The advice of the MWG was to discuss this at the SMPG meeting (posted on S&R/SMPG meetings/ Amsterdam/Working Documents folder on www.smpg.info)

2) Quantity Breakdown DRAFT MP (posted on S&R/SMPG meetings/ Amsterdam/Working Documents folder on www.smpg.info)
29/10/2010

*Most of the examples provided for the use of the quantity breakdown revolved around taxation such as:

· Taxation can depend on the date/time of the purchase of the securities

· Tax based on FIFO or LIFO

· If there is a account change from party A to party B this information must kept in the case of future selling in order to apply the right taxation
*The quantity breakdown can also be used for instructing capital increase information or income payments for eligible position
*In Brazil they provide MT535 for reporting omnibus accounts and afterwards have the breakdown of the several final beneficiaries accounts.

*Germany uses the Quantity Breakdown sequence for the serial numbers. These are related to German “Lottery” government bonds. 
Trading in this security takes place in the Main (mother) code. Behind

that, there are several series (with the purpose to allow early redemption)

in which the delivery takes place. The deliver can decide if he agrees to

an automatic proportional delivery or if he wants to

amend the quantities in the single series upon his discretion.

Example
Mother ISIN A

Children ISIN A (serial number 1) – 250,000

Children ISIN A (serial number 2) – 250,000

Children ISIN A (serial number 3) – 250,000

Children ISIN A (serial number 4) – 250,000

There are no differences between the mother and all the children (same interest rate, maturity date, etc…)
The owner decides to sell 500,000 of child serial 1. Then the government decides to redeem child serial 1.

There is no real gain really, the benefit lies that the interest on these bonds are quite high compared to other and if you can bet on the right series and then benefit longer from the interest payments.

*The group understood the business case of JP (to include a quantity break down message component  at 2 levels in the intra-position movement confirmation i.e. the balance from and the balance to level), in terms of requirements this could also apply to T2S.

Action Point: after investigation Market Practice Rule Scenario A – Minimize Taxation – (page 7) seems to be a FR requirement. Axelle Wurmser (FR) to confirm this indeed applies to the French market.

Action Point: SWIFT will illustrate the MP with real examples, input will be requested to the various markets.
.
3) Document an industry view of the payments flow and cash reporting processes for securities settlement transactions (ISITC) (posted on S&R/SMPG meetings/ Amsterdam/Presentation folder on www.smpg.info)
29/10/2010

ISITC submitted the request to have a cash/securities joint meeting to:

· clarify the appropriate usage of the payment messages depending on the business flow and the actors involved

·  gather any requirements that the securities industry would have as whole to include in payment messages  
For the meeting business flows should be provided that will include the mapping of payment messages to the securities process flow for the different business areas (CA, S&R, IF and CCPs). These would include the:
· functions 
· actors and Roles
· instruction type
· elements
in both ISO 15022 and ISO 20022.

Provide the specific business cases such as:

· Bulk/Netting cash allocation message

·  Delivery vs payment system requirementts for CSDs
·  etc…

The aim of the meeting will also be Payments message catalogue management: better cooperation and coordination for requirements stemming from one business area that impact another business area.  
Post meeting feedback: the Cash/Securities joint meeting took place end of November 2010. Flows were defined.

Minutes are done and are being reviewed and will be sent out on the week of January 10th.
4) ISO 20022 Change Request 0036, “Change the usage of ISIN and OtherIdentification of “SecurityIdentification11” for the relevant messages so that ISIN and OtherIdentification may be set concurrently. (posted on S&R/SMPG meetings/ Amsterdam/Working Documents folder on www.smpg.info). To be discussed as should become a MP per SEG recommendation.
29/10/2010: the group agreed that a MP practice would be useful in order to avoid any misusage of such flexibility. Jason Brasile, stressed the point that when available the ISIN remains mandatory. 

Action Point: Karine Taquet/Jason Brasile to work on a MP of the Securities Identification usage to avoid any abuse. This market practice should cover all the specific scenarios that justify the usage of the ISIN with another code. 

5) Agree on the last changes done for the Portfolio Transfer Cust to Cust  Communication MP V1.5 + assign somebody for the reshuffle. (posted on S&R/SMPG meetings/ Amsterdam/Working Documents folder on www.smpg.info).
29/10/2010: No comments, the version is considered as final. 

Action Point: Ton Van Andel to work on the reshuffle for Q1 2011 

6) Retail Netting, possible MP.
An investment bank deals mainly with retail clients all over the world. The IM sends his orders to preferred brokers that will then place them on the stock exchange. At the end of the day, the brokers inform the IM of what they have instructed and therefore the IM instructs his custodian his nett settlement(s) (per ISIN and trade date) for each executing broker. 

In their preferred brokers there are 2 ways of dealing with the netting

Broker 1  - Full Netting
1. zero shares vs. a receipt of cash – settle by cash instruction (MT200-series)

2. zero shares vs. a delivery of cash – settle by cash instruction (MT200-series)

3. zero shares vs. zero cash – no action

4. Buy trade vs. receipt of cash –  MT541 (with negative cash amount (-)) 

5. Sell trade vs. delivery of cash –  MT543 (with negative cash amount (-)) 

6. receipt of shares vs. zero cash –  MT541 (with zero cash amount (0)) 

7. deliver of shares vs. zero cash –  MT543 (with zero cash amount (0)) 

Broker 2 – Aggregate Netting
1. zero shares vs. a receipt of cash –aggregate buy / sell (MT541 and MT543)

2. zero shares vs. a delivery of cash –aggregate buy / sell (MT541 and MT543)

3. zero shares vs. zero cash – aggregate buy / sell (MT541 and MT543)

4. Buy trade vs. receipt of cash –  aggregate buy / sell (MT541 and MT543)

5. Sell trade vs. delivery of cash –  aggregate buy / sell (MT541 and MT543)

6. receipt of shares vs. zero cash –  aggregate buy / sell (MT541 and MT543)

7. deliver of shares vs. zero cash –  aggregate buy / sell (MT541 and MT543)

Based on the above, the outcome of preliminary discussions was that most probably Broker 2 has the best approach as the result of the netting is still part of the settlement process and therefore keeping a RVP/DVP keeps it clear on what kind of process we are dealing with.
Another difference between the 2 brokers is that one does ‘full’ netting i.e. nets DVPs and RVPs together 
and ‘aggregate’ netting i.e. nets  DVP together and RVP together.

Question 1: is the full or the aggregate approach the best?

Question 2: is broker 2 right to report the netting results with a RVP or DVP as is it part of the settlement process or is broker 1 approach also correct?
Even though the issue relates to retail investment rather then institutional investment, we still think it is worth submitting the question to the SMPG as it impacts the settlement flow upstream. You will probably have to revert to retail experts internally.
29/10/2010 This was not covered during the Amsterdam SMPG meeting will be discussed at a conference call in January
7) Split of Market Practices to be reformatted into the new business template among the different NMPGs

	Document
	Priority
	Owner
	Due Date

	Function of the message (S&R) Final 5_1
	NA
	SWIFT
	Q1 2011
Update based on cancel cty response discussion 

	Linkages (S&R) Final 5.3
	3
	SWIFT
	January 2011

	MT535 Final 5_1
	1
	SWIFT / US
	February 2011

	MT548-537 Final 5_6
	1
	SWIFT / US
	February 2011

	Book Transfer Final 5.3
	3
	NL
	January 2011 

	REPO Complete MP Final 5_4
	1
	US / SWIFT
	Q1 2011

	Basic Sec Lend Bor Final 5_0
	1
	US / SWIFT
	November conference call, the group agreed with making the linkage the opening leg optional. Final version will be posted end of January

	Place of safekeeping Final 4.1
	1
	SWIFT
	January 2011 

	Place of settlement final 5.3
	1
	SWIFT
	January 2011 

	Block Trades final 5_3
	1
	UK
	January 2011

	Auto registration reporting Final 4.1
	3
	GR
	January 2011

	MT578-586 Final 5.3
	3
	SWIFT
	Add counterparty response part , January 2011

	Pair-off Final 4.0
	2
	SWIFT
	January 2011  

	Physical Final 4.0
	2
	ECB
	Post final version January 2011 

	Sell-Buy_Buy-Sell Back

 Final 5_0
	2
	SWIFT
	January 2011

	Settlement Inx FX Final 5_5
	2
	US
	Post final version January 2011

	Time Deposit
	3
	US
	Post final version January 2011

	S&R Draft Portfolio Transfer Cust to Cust Communication v3.4
	3
	NL
	Q1 2011

	NEW CANCELLATION MARKET PRACTICE  (CXL MP )
	3
	ECB/US/SWIFT
	MAY
 2011


The Message Usage Guide contains all the activity diagrams and sequence flows. Swift will provide the images to be inserted into the re-mastered MPs to the reviewers.

 ISITC is planning to create a MT 548 dedicated MP document. They will share it with SMPG.
An SMPG conference call will be organised every month: proposed dates are

Proposal every Tuesdays from  2- 4 pm CET .
January 14 
February 1 
March 1 
March 8 
March 15 
4
1



PSAF for ICSD to Local scenarios conference call - MINUTES 



Attendees



Erwin Pluys  - Clearstream

Nadine Muhigiri - Euroclear

Annemie Loose – Euroclear

Angela Katopodi – SMPg Co-chair

Ton Van Andel  - SMPG Co-chair

Karine Taquet – SMPG facilitator



1. It was agreed that in the scenarios ICSD to local, the place of safekeeping will remain place of safekeeping in ISO 20022 as the depository on both the receiving and the delivering sides are the NCSD and therefore having the ICSD as a receiving or delivering depository would be incorrect.

1. It also true that in ICSD-local scenario the ICSD could be considered as part of the settlement chain. In the case we have detailed it would be Receiving Party 2. However in this case it would be even more difficult for the custodian to identify clearly in which scenario he is. It would mean different processing based on the scenario. In theory (business point of view) it stands, but from a system perspective this might be complex to implement. 

1. It was also confirmed that  even in the case of an ICSD-local where there is no split holding (scenario 3), the PSAF would still be necessary to facilitate the processing at the custodian side i.e. no different process logic whether there is a split or not.

1. It was confirmed that in the scenario 6a the PSAF was not necessary as in this case the ICSD was not an intermediary. This is implied even if not clearly stated.

1. It was approved that during coexistence it would be wise to keep the usage of place of safekeeping in both ISO 15022 and ISO 20022 to avoid translation issues i.e. having to work with a translation grid depending on the scenario. Note that for T2S, in the communication between T2S and the CSD/Direct participant, PSAF will always be a depository and therefore they would like to use only the receiving/delivering depository chain and ignore the place of safekeeping. 

1. Even though the recommendation will be to use only PSAF during coexistence (to the exception of T2S- to be further discussed), some usage rules will have to be provided for the following cases:

5.  what if in an ISO 20022 message the receiving, the delivering and the place of safekeeping are included and that the message is to be translated in ISO 15022. It was argued that probably PSAF should not be overridden by the receiving/delivering depository but maybe the depository corresponding to the PSAF should be ignored. 

5. If both the receiving/delivering depository are present in the ISO 20022 message, what should be kept in ISO 15022. Should we just ignore the depository corresponding to the PSAF based on the usage rule that should be followed during coexistence. Again if this is info is received from T2S the receiving/delivering depository should be different and therefore they should be translated into PSET and PSAF. So we will have to determine what if they are equal (probably just keep PSET), what of they are different (should we translate to both PSET and PSAF whatever level of the flow we are?
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