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Minutes of UK & IE Securities Market Practice Group 
14:00 pm 12th April 2005
· Attendees:

Jane Montana
BGI

Claire Murray
Euroclear
Garry Ainsworth
Goldman Sachs Asset Management 

Peter Chapman
HSBC Security Services (IFS)
Lynda McCartney
JPMorgan Chase & Chair
Mohammad Ali
Northern Trust

Tim Taylor
SWIFT Standards Department

· Apologies from:

Luke Haughton
ABNAmro Mellon

Angela Kinahan
Allied Irish Bank

Mícheál Mullin
Bank of Ireland Security Services

Christophe Chapron
BNP Paribas

Doug Warrington
Citibank

Neil Lewington
Deutsche Asset Management

Katrina Greenslade
BBH
Dave Leveridge
Fidelity Investments

David Ewings
HSBC Security Services

Tom Gardner
INVESCO

David Allen
Legal and General

Jon Parkhurst
M&G Investment

Debbie Sims
Merrill Lynch

David Allen
Morgan Stanley

Gillean Driver
Morley Fund Management

Brian Bradley
Newton Investment Management

John Guiney
Northern Trust

Peter Slater
Northern Trust 

Magda Hopkins
OMGEO

Eddie Casey
Royal Trust & ISITC exec

Jim Peterson
State Street

Kris Parry
State Street

Stuart McKinlay
State Street & ISITC exec

Mandy Gardner
State Street Global Advisors Limited

Cliff Fisher
UBS

Agenda 

1. Previous minutes and actions.

2. Preparation for Global SMPG Meeting 27-29th April
2.1
Actions from the General Worksheet of < Post-Rome Action list summary v4.xls>

2.2
US Derivative Templates
2.3-2.5
Repo, including the Repo Additional Scenarios v3.2 document

2.6 Book Transfer

2.7 Cash/Sec combined Statement

3.
Any Other Business

1. Previous Minutes and Actions 

1.1. Previous Minutes
Minutes accepted.  
1.2. Actions
Action: BGI to carry out gap analysis between funds message ifds.016.001.01 (note that the price report message identifier has been amended, it is now reda.001.001.02) and their business requirement for NAVRecs.

Ongoing.  In addition, the ISITC-IOA have circulated a presentation on NAVRecs from their meeting of December 2004.  This was circulated to BGI and GSAM in UK.  The GSAM view is that the US proposal is aimed at funds liquidity and reporting on a daily basis rather than reporting on a monthly basis the multi-level breakdown of the fund’s holding across assets classes and including open positions (including accruals, pending transactions, open FX deals, payables, receivables and cash).
Action: SWIFT to circulate the ISITC-IOA presentation and the GSAM (UK) paper to the group.
Action: SWIFT to circulate the US NMPG Derivative templates when they are available.
Closed.  Now published on www.smpg.info and distributed to the group with the material for this meeting.
Action: BGI to provide details of their pending loan receipt/delivery workround
Ongoing.  This is required as the request for dedicated pending receipt/delivery loan/borrow sub-balances in the statement of holdings was not accepted for inclusion in the SR2006 Standards Release.
Action: RBC to investigate the timely allocation of security identifiers.

Ongoing.

Action: JPMChase  to contact the network provider and determine the basis of their interest in the NMPG.
Ongoing.  Mails have been exchanged with the network provider and advice was also sort from the SMPG Steering Committee as to how this should be handled. 
Action: SWIFT to circulate the ESPG terms of reference to the group.
Action: SWIFT  To forward to the group minutes from the ISITC Funds WG.
Closed.  Please see the ISITC Funds WG White Paper published on www.isitc.org;

Action: SWIFT  To keep the group informed of the activities of a UK Funds MPG when it is formed 
Ongoing.  This is necessary as the UK market practice document has a section dedicated to the “Settlement” of UK Unit Trusts.  
Action: SWIFT to establish whether Dublin and Lux funds are also within the scope of the UK group or whether these markets are covered under the FEFSI now known as EFAMA paper.  David Broadway will be the UK rep. at the Global SMPG meeting at the end of April for the Funds stream.  
Action: JPMChase  To forward a mail to Alex Kech asking that he includes some guidance on cancellation references within the revised version of the Linkages MP he is currently working on.
Closed.
2.
Preparation for Global SMPG Meeting 27-29th April 2005
2.1 Actions from the General Worksheet of < Post-Rome Action list summary v4.xls>
2.1.1 I.A.8 Funds Working Group

“Funds MP working group: NMPG convenors to assess the interest in their market and inform the SC of their findings”

See action above.
2.1.2 I.A.9 TIC Working Group

“TIC working group: NMPG will be asked to assess the need in their market for the re-opening of the TIC MP discussions. The objective would be to make sure the existing MP documents are still in line with the business.”
Action: SWIFT, to circulate Global SMPG TIC MP and UK TIC MP from November 1999.  Group members to assess need to revisit the UK(&IE) TIC MP.

Actions from the S&R Agenda
2.2 B US Derivative Templates 
Noted that MT 54x messages used with various work rounds, for example: dummy value for PSET; recognition that the message is a notification not an instruction as there is no settlement; dummy security identifiers; coverage of rollover and closeout; used from fund manager to custodian.

Action: Group, to comment during next meeting taking place on the 19th April  

2.3 C1 Repo – One Or Two Messages
In UK&IE this depends on the instrument and the eventual form of (proprietary) instruction to CREST.
· MMIs are instructed with one message and as a true repo message;

· Equity and bonds are generally instructed with two messages and as standard deliveries but on occasions they can be instructed as stock loans and then this is only one message.

At present many fund managers fax their repo instructions to their custodian and where they do use automated instruction methods, it is down to SLA as to whether one or two messages are exchanged between the FM and the Global Custodian.
Action: SWIFT to add this note to the UK market practice document as per the action from Rome.  

2.4 C2 Repo – Repo Additional Scenarios v3.2
See < Repo additional scenarios DRAFT 3_2.doc>.  This version, post the Global SMPG meeting in November 2004, clears many of the UK&IE issues.
Open Issues and Actions  discussed on pp  6, 8, 10,  and  18, 20, 22, 24, 25.
Action on P6,8,10, 18, 20  was talking about whether a change in date or rate needed a cancel message and a replacement message or whether a replacement was sufficient enough to constitute an “amendment” to the unsettled closing leg. It was concluded that logically there was no need to cancel and replace as the use of the keywords such as CALL, ROLP and RATE could drive the amendment BUT conceptually amendments are not allowed and the practice is to cancel and replace in all other instances. It was noted that regardless of what CREST received in terms of a message be it a cancel / replace or an amend, they would always cancel the return/closing leg and create a new return/closing leg with the new rate or date.  

Action: CREST to confirm what action they would take on the closing leg when there was a collateral top up or withdrawal made. 
P10 also had an open question on whether closing legs which are “amended” should be confirmed or not. It was decided that if the closing leg was cancelled and replaced then no confirm would be sent on the cancelled leg and would be sent on the replacement closing leg BUT if there was purely a replacement used to amend the closing leg, a confirm would be sent out but using the new details. Use of the MT548 should also be considered. 
P22 had an open question on rollovers and the impact if the closing leg had not yet been instructed (two message MP). The group view was that when the closing leg was instructed it could just reflect the reality i.e. the new date as technically it is not a rollover if the closing leg with the “old date” had not been sent previously – this follows the same logic on other date and rate changes on the two message market practice.  

Generally the group was not sure why the overall recommendation for this scenario differed to the one message market practice?    

P24 and 25 had an open question about withdrawals of collateral where the closing leg had already been instructed. Group view was that the closing leg should be amended down which is consistent with the handling of a top up and the one message market practice handling of a top up and withdrawal.

The general point was made that the one and two message market practice purely changes the way that the closing leg is instructed and the possible timing of it’s set up.  Any actions impacting the closing leg where it has already been instructed either via one or two message MP should result in the same action being carried out on the closing leg, If under the two message MP, the closing leg has not been instructed, it was agreed that the eventual instruction of the closing leg should reflect all the current and correct rates and dates etc. i.e. the reality.   

2.5 C3a Repo – Always Include Repo Rate and Amount in Repo Instructions
The group was not sure whether this suggestion was for ALL repo messages or just for the additional scenarios. However, the group was OK with the suggestion providing it was clear which messages were impacted.  
2.6 
F2 Book Transfer – Use of INSP to be further described and illustrated
SWIFT confirmed that the UK had completed this action even though it is still showing as Open on the outstanding actions for discussion in Frankfurt.

2.7 
G Cash/securities combines statement 
 GSAM confirmed that UK based IMs would be interested in this statement for ALL markets not just the UK market. 

3.
AOB
None.
4.
Next Meeting
The date of the next meeting will be Tuesday 19th April at 14:00 at Goldman Sachs Asset Management (Brook House, the old Daily Express building which fronts Goldman's Rivercourt main building behind.  The entrance to Brook House is via the Rivercourt glass revolving doors and can be found just past Boots when traveling up Fleet St towards Charring Cross), contact Garry Ainsworth. garry.ainsworth@gs.com  to confirm attemdance.  The main agenda item will be continuation of preparation for the forthcoming global meeting on 27th-29th April. 
A further meeting will be held on Tuesday 10th May at 14:00 at SWIFT.  The main agenda items will be a report on the Global SMPG meeting and affirmation of the UK&IE view on the SR2006 change requests.
5.
Actions carried forward 
	Section/Page 
	Who 
	What 

	1.2/p2
	BGI
	Ongoing: To carry out gap analysis between funds message ifds.016.001.01 (note that the price report message identifier has been amended, it is now reda.001.001.02) and their business requirement for NAVRecs

	1.2/p2
	BGI
	Ongoing: BGI to provide details of their pending loan receipt/delivery workround.  This is required as the request for dedicated pending receipt/delivery loan/borrow sub-balances in the statement of holdings was not accepted for inclusion in the SR2006 Standards Release

	1.2/p3
	RBC
	Ongoing: To investigate the timely allocation of security identifiers

	1.2/p3
	JPMChase
	Ongoing: to contact the network provider and determine the basis of their interest in the NMPG.

	1.2/p3
	SWIFT
	Action: To circulate the ESPG terms of reference to the group.

	1.2/p3
	SWIFT
	Action: to circulate the ISITC-IOA presentation and the GSAM (UK) paper to the group.

	1.2/p3
	SWIFT
	Action: To keep the group informed of the activities of a UK Funds MPG when it is formed.  This is required as the request for dedicated pending receipt/delivery loan/borrow sub-balances in the statement of holdings was not accepted for inclusion in the SR2006 Standards Release

	1.2/ p4
	SWIFT
	Action: To establish whether Dublin and Lux funds are also within the scope of the UK group or whether these markets are covered under the FEFSI now known as EFAMA paper. David Broadway will be the UK rep. at the Global SMPG meeting at the end of April for the Funds stream.  

	2.1.2/p4
	SWIFT
	Action: to circulate Global SMPG TIC MP and UK TIC MP from November 1999.  Group members to assess need to revisit the UK(&IE) TIC MP.

	2.2/p4
	Group
	Action: to comment on US Derivatives templates during meeting on the  19th April 

	2.3/p5
	SWIFT
	Action: To add repo note to the UK market practice document as per the action from Rome.  

	2.3/p5
	CREST
	Action: To confirm what action they would take on the closing leg when there was a collateral top up or withdrawal made. 


6.
Open Issues 
	Ongoing: to reconvene Lending and Borrowing Settlement Market Practice Group 

	Ongoing: to invite interested UK&IE participants to identify the business elements required by investment managers and custodians and brokers when information about derivatives is communicated.  The purpose is to give a base line against which to assess the US Derivatives templates and business case
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