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Minutes of UK & IE Securities Market Practice Group 
14:00 pm 8th November 2005
at Northern Trust
· Attendees:

Jane Montana
BGI
Helene Mir
BNPParibas
Doug Warrington
Citibank

Claire Murray
Euroclear London

Garry Ainsworth
Goldman Sachs Asset Management 

Peter Chapman
HSBC Security Services (IFS)

Lynda McCartney
JPMorgan Chase & Co-Chair
Mohammad Ali
Northern Trust& Co-Chair
Eddie Casey
Royal Trust & ISITC Europe Executive
Allison Webster
State Street Global Advisors Limited
Tim Taylor 
SWIFTStandards
· Apologies from:

David Ewings
HSBC Security Services & ISITC Europe Executive
Jim Peterson
State Street

· Also Distributed to:

Luke Haughton
ABNAmro Mellon

Nora Walsh
Citibank

Neil Lewington
Aberdeen Asset Management

Dianna Wiseman
Deutsche Bank

Stephen Lane
Aberdeen Asset Management
Tom Gardner
INVESCO

Meredith Tunnicliff
JPMorgan Chase
Jon Parkhurst
M&G Investment

Sebastian Mansfield-Steer
Merrill Lynch

Brian Bradley
Newton Investment Management

Peter Tulloch
State Street

Agenda 

1. Previous minutes and actions.

2. Debrief on the (global) SMPG Meeting 17-19 October 2005
3. SMPG By-laws, see <SMPG by-laws v2[1].0.pdf>;
4. The Nomination for SMPG Chair, see <Application Form GD.pdf>;
5. Giovannini Barrier 1 paper, see http://www.swift.com/index.cfm?item_id=57938
6. Any Other Business 
1. Previous Minutes and Actions 

1.1. Previous Minutes
Minutes accepted and may be posted to the UK&IE folder of www.smpg.info.
1.2. Actions
Follow-on action (1): SWIFTStandards, to cross-check the ETC ‘reject’ codes with the Status and Reason field codes in the MT 548.
Closed.  A minority of reject codes do not have an exact match with those available in the reason code field (24B) in the MT 509 status message.
See <ETC Reject reasons cp MT 509 v0-1.doc> distributed with these minutes.
Action (1): RBC¸to follow-up with ISITC Europe and Jane Montana at BGI was also going to review and feedback.  
Action (2): Northern Trust, to produce a ‘straw man’ MP for the UK&IE group to consider before passing on to the global group for other NMPGs to review.
Ongoing (2).
Follow-on Action (3): GSAM, BGI and Northern Trust to determine the process flows for these instruments in their organisations.
At the previous meeting outlines of process flows for GSAM, BGI and Northern Trust given, and actioned to be forwarded to JPMorgan co-chair for analysis before the.  Summary of process flows to be published once analysis complete.
Closed.  Not discussed in any detail at the SMPG meeting 17-19th October.
Follow-on Action (4b): Co-chairs to raise question of partials at Madrid meeting and to find out what happens to the Trade Date in a rollover. 
Closed.  See debrief.
Follow-on Action (5): JPMChase, Repo Additional scenarios page 22 - Two message practice, ROLLOVER – description to be confirmed with CREST/Euroclear London – for a two message repo, the handling of a rollover when the closing leg has not been instructed is different to, for example, the handling of a call when the closing leg has not been instructed - JPMorgan Chase to determine why at the SMPG meeting.
Closed.  See debrief.
Follow-on Action (6): SWIFTStandards, to include ACRU as an amount qualifier in the UK&IE Settlement MP for interest bearing securities.
Closed.  Held as an update to the MP, to be included at the latest when SR2006 updates made.
Follow on Action (7): JPMorgan Chase, to confirm that this (the ISITC-IOA document) is the most up to date document at the SMPG meeting – this document is dated Sept 04 and the one circulated for the last Global meeting was dated Dec 04 and bears little or no resemblance to this one!!
Closed.  See debrief.
2. Debrief on the (global) SMPG Meeting 17-19 October 2005
2.1. High Level Comments
See documents posted on www.smpg.info:

<Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>

< Draft Madrid SMPG 2005 General Session v1_1.doc>

· Some perceived discrepancies in the minutes.

Action (3) JPMChase, to follow up with SMPG General Secretary. 
Post Meeting update – this was completed on 15/11/05. 
· Large attendance, especially including the Funds WG.

· First meeting next year in Stockholm on 3rd-5th April 2006.

· Second meeting in Sydney, to coincide with SIBOS, exact dates to be determined.  Possible that attendance at the Standards Forum may be free to those attending SMPG.

· UK representation on WG11 is via the Technical Standards Committee (TSC), this is the UK shadow of ISO TC68/SC4.

· See action points listed at the end of the S&R minutes.
2.2. Detailed Comments
In the following sections 

Preceding text in black gives the SMPG item brief description if available.
Text in red gives the UK&IE view before the SMPG meeting.
Text in blue gives the UK&IE update from the SMPG meeting.
Following text in black gives comment from this meeting.
2.3. DE Proposal on how to eliminate SSIs
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, New Items B1
UK&IE COMMENTS / QUESTIONS

Considered not to be market practice unless and until it affects messaging, until then it falls into the ISITC Europe sphere of influence.  Even so, the IMs present preferred Model 3 of SSI Fresh (IMs not involved) and the Custodians are still unclear of the business case behind this whole topic.  Other IMs do want to stay involved with SSIs.  

Update – the markets present felt that conceptually this was a good idea but had concerns that OMGEO are currently looking at an improved way of exchanging SSIs via Alert. Some people also had concerns that this model is a step to far and is not just looking at exchanging SSIs but completely changes the whole trade model which is outside the scope of SMPG.

The SSI Fresh IM group is to reconvene on 14th November, the custodian group remains dormant.

2.4. Transaction Type Codes & MT 950 (securities cash statement message)
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review B2
UK&IE COMMENTS / QUESTIONS

· under SETT, all SETR codes which represent DVP transactions should be included in order to give greater granularity Update - plus the codes used  on the MT536 will be cross checked  

· from a securities point of view, under CASH the amount codes should also include EXEC Update – all amount codes will be reviewed
· reversals should also be considered  Update - will be taken into account 

· the group should be able to review the next draft of the document, before it is finalized Update - agreed.

Update – Lots of discussion over whether the “split” should be at Securities Activity level or Transaction Type level and which category transactions such as collateral and repos should fall under.  There was also a lengthy conversation about the references to be used on the items as per the last tab of the document.  Net result was that a further version of the document taking into account all comments will be produced and a conference call arranged to discuss. 

Version 1.2 of the document to be posted for comment by NMPGs by 30th November 2005.  

2.5. Fees, Charges, Commission Standardisation
UK&IE COMMENTS / QUESTIONS

Nothing planned??

Update – no mention of this at the meeting. 

2.6. Derivative Settlement
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review B
UK&IE COMMENTS / QUESTIONS

JPMChase has contacted Jim Beeston and from him has also contacted Hugo Jenkins of the FOA.  It is apparent that no body has modelled the process flows for derivatives in the UK market.  Note that Exchange Traded instruments follow the normal settlement MP.  Some institutions use the MT 541/3 to notify a custodian or accountant of a trade, not as a settlement instruction.

Agreed, that any work must also include swaps and futures options.

Follow-on Action (3): GSAM, BGI and Northern to determine the process flows for these instruments in their organisations.

Outlines of process flows for GSAM, BGI and Northern Trust given and to be forwarded to JPMorgan co-chair for analysis before the SMPG meeting 17-19th October.

Update – Exchange traded funds market practice completed in the US and Swaps and OTC currently being worked on – this whole topic is covered under Settlements within ISITC – IOA.  The Exchange Traded MP doc. will be put into the standard SMPG document format and distributed for comment with a view to arranging a conf. call to discuss.   

2.7. Repo
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review C1

Countries should publish in their local market practice document what MP (1 or 2 messages) applies in their market.
UK&IE COMMENTS / QUESTIONS

Complete in the up to date version of the UK&IE Settlement MP, v9 section IV.6. 

Update – some markets still need to do this. 

2.8. Repo Additional Processes
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review C2
Review the Repo additional scenarios v3.3
UK&IE COMMENTS / QUESTIONS on version 3.3

· Page 6 – One message practice, CALL – agree with cancel/replace; Update – all markets seemed to agree at first but then this was called into question for Rollovers so need to wait for official minutes to see whether the o/s question is just for Rollovers or for all actions which essentially “amend” the repo. 

· Page 10 – One message practice, ROLLOVER – definition to be confirmed with CREST/Euroclear London.  Update - Euroclear view is that the business definition of a rollover is a simple extension of the term of a repo i.e. extends the closing date.  This may be achieved internally at a practical level by the closing and opening of a repo, however, the definition is as above. The group agreed with this view. Agreed the new formats proposed. Update – ISITC IOA feel that there are many flavours of rollovers and will document what these are so that this point can be considered again. Agreed to remove section re change of terms in general recommendations. Discussion centred on custodian activity on rollovers and whether settlement any systems transaction movements were required. Suggested that markets check with IMs re process in their records.

· Question- how should partial rollovers be handled? Update – other markets questioned whether this really existed and in the absence of the UK and IE reps. being able to say we were 100% sure, it was decided that this would be considered as Phase 2 along with Pair-offs.

GSAM confirmed that these take place.
· Page 12/13 – One message practice, TOP UP and WITHDRAWAL – wait for SWIFTStandards feedback regarding the use of COLL instead; Update – no decision reached so will come out for country vote

· Page 18 - Two message practice, CALL - agree with cancel/replace; Update – all markets seemed to agree at first but then this was called into question for Rollovers so need to wait for official minutes to see whether the o/s question is just for Rollovers or for all actions which essentially “amend” the repo. 

· Page 22 - Two message practice, ROLLOVER – definition to be confirmed with CREST/Euroclear London. Update - Euroclear view is that the business definition of a rollover is a simple extension of the term of a repo i.e. extends the closing date.  This may be achieved internally at a practical level by the closing and opening of a repo, however, the definition is as above. The group agreed with this view. Update – ISITC IOA feel that there are many flavours of rollovers and will document what these are so that this point can be considered again.

· Question - the approach is slightly different, when closing leg not instructed and when rollover vs call etc - why? Update – when reviewed again by UK and IE, the differences are cosmetic only so not raised at meeting. 

· Page 24/25 Two message practice, TOP UP and WITHDRAWAL –  SWIFTStandards feedback re use of COLL instead; Update – no decision reached so will come out for country vote

· Page 27 – open question re use of codeword CHAN for all changes.  The group disagreed with suggestion. Update – all markets disagreed with the suggestion.

· Question - what happens to the Trade Date of a rollover? Update – left open as no one was sure. 

See <Repo additional scenarios DRAFT 3_4.doc>, to be reviewed at next meeting.
Action (4): All, to review for the next meeting.
2.9. Repo
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review C3

US request to always include both the repo rate and amount in repo instructions: feedback required
UK&IE COMMENTS / QUESTIONS (FROM APRIL)

No feedback from the US.  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.  

Update – Most markets felt that the either / or approach to this worked. It was noted that IMs in EMEA do not always supply the repo amount. Unless ISITC IOA come back with a very strong case for this, this item will be closed and the practice will stay as is. 

2.10. Repo Settlement Confirmation Reporting
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review C2

UK&IE COMMENTS / QUESTIONS

Repo settlement confirmation.  The group consider that the confirmations should reflect the movement of stock on and off the account and therefore agree with this proposal.

Update – all markets agreed with the suggestion but it will also be floated past markets not present with a view to implementing Nov 2006. 

2.11. Amount Field Usage
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review D

Countries to complete the template S&R Amount Country Usage
UK&IE COMMENTS / QUESTIONS

Two further amount qualifiers identified: ACRU and BOOK.
Update – added for the UK and IE. Alex reconfirmed that the aim is to rationalize codes and ensure that the codes left are used consistently across all markets. 

See <S&R Amount Country Usage v1_3.xls>.

2.12. Cash/Securities Combined Statement
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review G

A NAV reporting business case is being finalized by the US for submission to the ISO 20022 RMG.  This document will be available on www.isitc.org for NMPGs interested in participating to the discussion
UK&IE COMMENTS / QUESTIONS

We could not find the document. But are interested.  Update - we have two documents one dated Sept 04 and one Dec 04 and we need to understand which one is valid if any. 

Update – ISITC IOA confirmed that it is the one dated Dec. which is most current and the GSAM flavoured one dated Sept. was superseded by the Dec. document. They also advised that for the ISO20022 message, a business justification doc. has been submitted to the Executive committee / submitted for ISO approval and only once agreed will it be submitted to the website. 

2.13. Pair Offs - Instructions
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review H

NMPGs to assess whether this process exists at local level in their market.

UK&IE COMMENTS / QUESTIONS

No one in the group is utilising a “third party” intermediary practice today. However, if a global custodian operating outside the US received a pair-off instruction the consensus was to submit the instruction to the US sub-custodian for settlement of the instrument. 

Update – most markets agreed that there is a need for this even if it does not exist today. Japan advised that JGBs can be paired off BUT they cancel each trade and just do a net cash debit or credit.  

2.14. Pair Offs - Reporting
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review H

Pair-off draft review of the document
UK&IE COMMENTS / QUESTIONS

· Consensus view from those who do it is that there is no true market/CSD settlement and thus confirmation. In the US there is a netted off cash movement shown on the MT 950 cash statement, there is no corresponding stock movement or confirms usually sent; Update – US parties present said they do send confirms even though they manufacture them due to not getting confirms from the market themselves as they cancel the trades at the FED, but retain them on their systems for record purposes. 

· If the “third party” intermediary practice was adopted and the US Custodian confirmed the trades back to the Global Custodian, the cash amounts on each trade would be debited / credited to the internal nostro accounts and the clients own account BUT the reality would be the posting of one net amount which would not match off on the internal nostro. Maybe confirming the trades is not such a great idea BUT what then would trigger the completion of the trades and the generation of any cash movements? Update - Client would see individual amount for each buy / sell going over their account and the Global would also see individual amounts going over the nostro. The only party who sees the net cash amount is the US agent/Custodian and they use the CR / DR to trigger the manual completion if the individual trades. 

· CONCLUSION IS THAT THE PAIR-OFF PRACTICE DOES NOT APPLY TO THE UK MARKET; Update – this point was made. A lot of markets present were not talking about pair-offs being valid in their own market but had a vested interest as a Global Custodian being asked to process US pair-offs. Still not clear which MARKETS support this so each request from a client would need to be assessed on a case by case markets and established as to whether that market could support pair-offs. 

·  In addition should the MP only apply to US domestic trades,  not global trades, especially as EU markets will potentially be impacted by MiFID?. Update – it was felt that this was not an issue as the trades are NOT cancelled and are purely netted off, thus the books and records still show the trades which can then be reported as per the MIFID requirements.

See <PAIR-OFF draft 3[1].4.doc>. 
Action (5): All, to review for the next meeting.
2.15. CSD to CSD Deliveries
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review I and New items L3

Update – A letter will be sent (by S&R WG co-chair) to ECSDA (and its American and A/P equivalent) with a cc to NMPGs, requesting that they find one standard way of instructing. It was reiterated that global custodians do not want to keep track of which CSD has links to other CSDs.

2.16. CSD-(I)CSD Settlement Proposal by NL 
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review I and New items L3

UK&IE COMMENTS / QUESTIONS

Agreed: that a combination of Place of Settlement (95a::PSET) and Place of Safekeeping (94a::SAFE) should be used, plus, optionally, any other parts of the sender’s settlement chain, eg receiver’s or deliverer’s agent (95a::RECU 95a::DECU).  No one liked the idea of two PSETs.

Update – after much discussion, it was decided that the practice will stay as it is as no consensus could be reached. 

2.17. Message Reference Usage
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review J

Based on Frankfurt discussion, should the SMPG try to define further recommendations on what a message reference should be in the securities world or should it be left to the sender to decide as it is practically the case today?
UK&IE COMMENTS / QUESTIONS

SEME is sufficient.

Update – this will not be addressed in ISO15022 as markets felt it should be left alone BUT will be considered at least for ISO20022. 

2.18. S&R Factored Securities
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review B.1

UK&IE COMMENTS / QUESTIONS

The group agree that both current and original face value should be available in sequence (FIAC) of the MT 540-3.

Update – Some doubt over this one. ISITC IOA Reconciliation group want it but the ISITC IOA Settlement group were unsure. If this is a requirement it will go forward for SR 2007.  

2.19. MT 950 Cash Statement with Security Related Movements
Update – ISITC IOA advised that for the ISO20022 message, a business justification doc. is being worked on. No detailed discussions were had on this message.
Action (6): JPMChase, to forward the comments below to the ISITC IOA rep. for consideration. 
Post meeting update – this was done on 16/11. 
Comments on US MT950  <ISITC-IOA-RWG-MP-MT950-v3.3.pdf>.

The following general points were made:

· Question - What is the business purpose of this practice?

· The MT 940 should be referenced in the introduction stating whether it applies or not;

· Confirm that this is a US MP and is not being put forward as a global practice;

The following detail points were made:
· Assumptions (p5) point 3 – sorting – does take place in UK market and shows highest debits to highest credits (see also SWIFT UHB MT 950 usage rules); 

· Assumptions (p5) point 5 – FX txns – not possible to supply both sides of the FX txn;

· Assumptions (p5) points 6&7 – frequency – should not be mandated;

· Market practice rules (p6 onwards) field 20 – TRN – differs from the example at the end of the document;

· Market practice rules (p6 onwards) field 25 – Account Identification – IBAN should be possible here.  Queried if possible to have an IBAN for an account in a non-domestic currency.  Some thought that the currency of the account should be in the account reference;

· Market practice rules (p6 onwards) field 28c – TRN – no issues;

· Market practice rules (p6 onwards) field 60a – Opening Balance – no issues;

· Market practice rules (p6 onwards) field 61 – Statement Line –

· Subfield 1, value date, should be date money ‘has settled’, not ‘should have settled’

· Subfield 2 is optional in the SWIFT UHB, why make it mandatory?

· Subfield 3 – no issues;

· Subfield 4 and 5 – no issues;

· Subfield 6 – not keen on options N and F where ISITC coded used.

· Subfield 7 -  no issues;

· Subfield 8 - Account Servicing Institution’s Reference – is optional today why make it mandatory?
Subfield 9 - Account Supplementary Details –queried how this can be more than 34 characters (or extended onto a second line) – it would NAK on the SWIFT network – field is also optional today why make it mandatory?
· Market practice rules (p6 onwards) field 62 – Closing Balance (Booked Funds) – no issues 

· Market practice rules (p6 onwards) field 64 – Closing Balance (Available Funds) – although optional the field is used by one major custodian in the UK market.

2.20. MT 54X REAG/DEAG Identification
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review B.3

NMPGs to confirm Frankfurt WG’s opinion

UK&IE COMMENTS / QUESTIONS

The group agreed with the SMPG affirmation in the final version of the Frankfurt S&R minutes

Update – largely markets agreed but then one said if option P and R valid but R always accepted why not make it an R market to start with? This was rejected but the 10 common elements document will be updated to reflect what was agreed.  
NMPG to review their REAG/DEAG requirements and if applicable, publish clear information on their REAG/DEAG alternative identification

UK&IE COMMENTS / QUESTIONS

The group confirmed that the REAG/DEAG identifier in the UK&IE market is the proprietary CREST participant identifier. Already clear in our MP document 

 “Local code” markets should provide in their Market Practice document (if not already done) the website or place where REAG/DEAG local codes are published.

UK&IE COMMENTS / QUESTIONS

Updates made and document posted on www.smpg.info.

Update – Lengthy discussion on use of Local codes versus BIC and 97A but agreed that both need to exist.  Alex will check all “R” markets have done the above 2 actions and if not work with them until they do. 

2.21. Need for More Sub-Balances in MT 535
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review B.4.1

NMPGs to discuss and provide feedback on the appended requests (see Frankfurt appendix 1) for new sub-balances that were postponed during SR 2006 standards maintenance. 

Please provide an answer on two questions:

1) Is it relevant for your market or market players?

2) If not, if it is relevant for another market, do you support the submission of such a request for a future maintenance?

UK&IE COMMENTS / QUESTIONS

1) Yes

2) Yes

Update – Very mixed views on this one. Conclusion was that anyone still wishing to have an additional sub balance code considered needs to raise it for SR2007 but strong business cases are needed and we cannot necessarily rely on the backing of the other NMPGs.   

Action (7): SWIFTStandards, to circulate the original UK&IE CR for SR2006 to the group.  Request was for:
· pending on loan receipt;

· pending on loan delivery;

· pending borrowed receipt;

· pending borrowed delivery.

Action (8): All, to consider how to strengthen the business case and to consider whether we need to raise any new requests for the UK&IE market. 
2.22. Need for More Statement Frequency Codes
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review B.4.2

UK&IE COMMENTS / QUESTIONS

No further requirement for additional statement frequencies

Update – all markets agreed no requirement.

2.23. Late Additions to the Agenda
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, Open items Review B.4.3, B.4.4 and C.1

Update – Some actions on UK&IE.

2.24. Securities Lending Settlement Instructions (US)
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, New items Review B.4a,b,c.

Expansion of use of Repo sequence to sec lending information.

The US group would like to suggest expanding the name of Sequence D Repo to allow its usage to identify loan closing information. Before submitting a standards change request, the US would like to discuss this with the SMPG.

UK&IE COMMENTS / QUESTIONS

In the UK&IE closing information is not typically supplied.  The group agree with the request with the caution that other information in the sequence is not mandated.

Update – made the above point which was accepted. Further discussion also covered the sequence name changing but not the codes within it so 16R REPO would stay as is etc. although some definitions could change.

Need for additional securities lending specific settlement transaction types.

The US group needs to identify specific types of settlement transactions linked to a securities lending/borrowing operation. SWAPs and Realignment are two transactions common in this business. 

A realignment is an internal reallocation of loan position from one custody account into another custody account. The outright ownership position is never impacted as custody position must exist in order to execute the change on loan position. The realignment is done internally at the bank and requires no communication or instruction to/from the counterparty the loan is outstanding to. The custody banks will recognize this transaction as a vault switch. This transaction is most often used to realign position to satisfy a pending sale on the outright side. 

Waiting for a request to be introduced, the US group would like to use the SMPG DSS and ask the global group to agree on this usage.

UK&IE COMMENTS / QUESTIONS

Question - Would it be possible to use or amend the Intra-Position suite of messages? Update – this will be considered by ISITC IOA and SWIFT.

Question -Who sends the messages?  Update - IM to Global Custodian

Question -Is there a stock movement? Either internally or out in the market too? Update - internally between accounts only 

Swaps and Realignment do need to go to the CSD in the UK as otherwise the stock loan return transaction (SLR in CREST) and cash marks will not be on the correct accounts etc. Update – made this point.

More background required. Update - Clients doing their own lending programmes and a realignment or swap they are doing is impacting the position on loan reflected in the Global’s Custody system. 
Block lending.

During SR 2003, the block and children indicators have been separated from the settlement transaction type indicators to allow the instruction of not only block trades but also of block lending. It was added in the block trade MP document that the MP was applicable to securities lending as well (if, of course and as always, a SLA has been signed between the instructing and executing party).

The US provided the general secretary with samples to enhance the Securities Lending/Borrowing MP with examples of such a block lending process (See BASIC SEC LENDBOR Final 4_3 (NOT).doc). The NMPGs are asked to validate the addition before it is published.

UK&IE COMMENTS / QUESTIONS

The group has no issues with this request but noted that bulk loans cannot be done in the UK market.

Update – made the above point. Some markets struggled with this suggestion and felt it was not taking into account every scenario and so further scenarios will be documented for consideration by Netherlands.

See <BASIC SEC LENDBOR Final 4_3.pdf> 
Action (9): All, to review for the next meeting.
2.25. MT 578/586 Allegment MP (FR)
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, New items Review B.5

The current settlement allegment MP recommends that the 10 common elements be provided in all 578. In some scenarios, however, the client of the receiving/delivering agent is not available hence the impossibility to provide this piece of info.

Request was made that the MP be amended to reflect this reality.

UK&IE COMMENTS / QUESTIONS

The group need to understand why this cannot be provided and whether it applies to the UK market.

Update – It was agreed that the inclusion of all 10 common elements is only a recommendation and not mandated so if France cannot provide it so be it, but no change is required to the market practice for MT578s.  It is the CSD in France that only gives the one level of broker information apparently. 

2.26. MT 578 Allegment Handling (NL)
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, New items Review B.6

After receiving a MT 578, if necessary, Custodian A informed its client that he has to instruct.

After sending the client matching instruction to the market, Custodian A will sometimes receive a MT 578 REMO to indicate the MT 578 earlier received is no longer valid. In this case Custodian A already know, since Custodian A did send the instruction to the market.  The MT 578 received from the market is already linked with the instruction received from the client at the moment Custodian A has received the client’s instruction.

Receiving a MT 578 REMO because counterparty B has cancelled its instruction is a different situation.  In that case, custodian A have to inform its client that the MT 578 they send previously is no longer outstanding.

NL would like to discuss the possibility to differentiate in the MT 578 between scenarios, where the MT 578 is no longer valid, due to the sending by custodian A of an instruction, and where the MT 578 is no longer valid because counterparty B has cancelled its instruction.

UK&IE COMMENTS / QUESTIONS

The group recommend looking at when the ‘REMO’ is sent in this first place. It should only really be needed when the c/party has cancelled the allegement NOT when an instruction has then been sent in response to the MT578

Update – It was explained that if the MT578 is not “retracted” once the party has instructed, then they could still be investigating it when there is no need, so there are definitely two business scenarios to consider as per above.  It was felt that the use of REMO vs CANC was not clear enough and their descriptions did not cover the usage here and so a business case will be submitted under SR2007.  

2.27. Validation Rule on Zero “0” Settlement Amount or Quantity in DVP Settlement Instruction MT 541/3 (JP)
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, New items Review B.7

MT 541 / 543 are sometimes received with zero "0" settlement amount or settlement quantity, always sent in error by instructing party. 

Are there any against payment instructions which will be settled with amount nil like free of payment instructions?  If so, what are the cases and such instructions should be cancelled and be replaced by MT 540 / 542?

Are there any against payment instructions which request to settle proceeds only without securities movement?  If so, what are the cases and should instructions be cancelled and an account owner should send MT 200 instead?

Would other NMPGs agree to support the introduction of a standards usage rule or a MP to prevent “0” amounts or quantities?  If any valid usage of “0”, could we document it to prevent other invalid usage of “0”?

UK&IE COMMENTS / QUESTIONS

Only received Friday 14th October
Not aware of any obvious ones in the UK and we’d expect a free of payment if no cash and a cash message if no stock – although investments into funds/ mutuals / placing etc. COULD come into play). 

Update – each NMPG will be asked for feedback specific to their market and then if deemed necessary, a business case will be raised to prevent the use of zero in DVP messages in SR2007.

Action (10): All, to consider whether zero amounts exist in the UK for Trade Instructions (not Confirms) for feed back to SMPG
2.28. Grace Period for BIC Change in Parties (JP)
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, New items Review B.8

When there is change of BIC, JP users find difficult to manage messages with option P of qualifier BIC code.  As the settlement cycle is T+3, it is normal to have old BIC within the received sent message field as BUYR, SELL, REAG etc. Settlement confirmations could also lead to similar issues.

Would other NMPGs support a request to have both old and new BICs remain valid for a certain period of time such as 1 week, when there is BIC change?  Also, this may imply not only securities messages but also payments and other categories.

UK&IE COMMENTS / QUESTIONS

Only received Friday 14th October
Agreed with this suggestion as this does cause problems for everyone.
Update – It was stated that this goes against SWIFT rules around BIC issuance and that any markets experiencing problems should adopt the practices of other markets that get around this problem by doing internal mappings or just deal with the NAK’d messages. This topic was deemed outside the remit of SMPG. 

2.29. Place of Settlement for Investment Funds not Settling in a CSD (BE)
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, New items Review B.9

The UK & IE MP recommends the sending of the country code for such instrument.  This seems to be indeed an acceptable solution.  The issue is that in other countries, some custodians require the BIC of their correspondent (or TA).

What PSET should be used for investment funds that do not settle in official CSD?

UK&IE COMMENTS / QUESTIONS

Only received Friday 14th October
UK approach is still valid as PSET is Place of Settlement as in CSD or country for physical not the entity it is settling with such as a TA
Update – all markets agreed and so the PSET market practice document will be updated to reflect that country code is to be used for funds settling outside the CSD. 

2.30. AOB
See <Draft Madrid SMPG 2005 S&R Minutes v1_0.doc>, New items Review B.10

UK&IE COMMENTS / QUESTIONS

MiFID - being be covered elsewhere in the general session.  Update – this had been removed from the final agenda but spoke with Alex about it outside the official meeting.  He advised that SWIFT Standards are in the process of reviewing all messages and practices and that to date the only changes identified have been to TIC messages and not to Settlement or Reconciliation.  Target is year end for output to SMPG members.   
A request for a standard format for submissions to the SMPG (eg like the SWIFT FIN change request) which would require a business justification for a proposal (lacking in some of the recent ones).  Update – this point generally accepted ie suggestion made that a similar form as used for Standards updates was utilised.
Market practice adherence Update – this point generally accepted but there always seems to be some exception to the rule
OTHER TOPICS RAISED / DISCUSSED DURING S&R MEETING
Partial Settlements

Alex will amend the Partial MP doc. to reflect that in some markets a partial is achieved by “splitting” the transaction as we do in CREST but he will forward to those markets before publishing so we check the wording. NB Not to be confused with SPST in 22F!!!  

SR2006 Deliverables

· (Finalise Repo Additional Scenarios by end 2005)

· New message to allow “amends” to certain messages sent to ICSDs for example to raise priorities, change daylight flag etc.  Will be more Standards Maintenance but want to get NMPG buy in beforehand

· ECSDA - CSD to CSD recommendations

· ISO20022 in context of known gaps in ISO15022 and impact to Market Practices

· Messages and practices to support New Business / Account Transitions 

[Post Meting Note: documented in the UK&IE Settlement MP since 2003 (v5.9 section IV.4] 
· All NMPGS to draw up their list of 2006 deliverables

Updates to Country Specific MPs

· India and the fact that local agents are asking for fields not specified in MP doc. and that no one seems to own the MP for India any longer.  Alex still trying to bring to conclusion

· Poland and the fact that Place of Trade and Price will become mandatory in 2006. Market Practice (issued in November.  See www.smpg.info 
Euroclear Harmonisation – Breakaway Session 

· Deemed the priority was getting the ESES markets Belgium, France and Netherlands on the same page and then to include UK and IE once the Single Settlement MP for all impacted markets being looked at.
· Formats being looked at and meeting to be held between Euroclear and Belgium, France and Netherlands representatives during November. 

3. SMPG By-laws
See <SMPG by-laws v2[1].0.pdf>.
Action (11): All, to review for the next meeting.
4. The Nomination for SMPG Chair
See <Application Form GD.pdf>.  
There is one vote per country.  The UK&IE SRT will vote for Genevy Dimitrion, the sole candidate, she is the current vice-chair.  
Action (12): JPMChase, to cast the UK&IE vote after consultation with the CA MP and Funds MP groups.
5. Giovannini Barrier 1 Paper
See < see http://www.swift.com/index.cfm?item_id=57938>.  
Action (13): All, to review for the next meeting.
The SWIFT manager accountable for the project, Andrew Douglas, will be present at the next UK&IE SRT MPG meeting.
6. AOB

6.1. Swaps MP

GSAM enquired if any is interested in an MP for swaps.  This is being taken forward by ISITC (US).
Action (14): JPMChase, to keep in touch with the US and distribute documentation as soon as it is available.

6.2. UK Funds MPG

SWIFTStandards noted that the UK Funds MPG is about to begin work on the ISO 20022 order and confirmation messages.  This is the area with the biggest potential overlap with the SRT group.  To be monitored as the detailed work gets underway in 2006.

7. Future Meetings
The date of the next meeting will be Tuesday 13th December at 14:00 at
SWIFT,  55 Mark Lane,  London  EC3R 7NE.
To confirm attendance please contact: Tim Taylor <tim.taylor@swift.com>.
Agenda topics for next meeting will include:
· Action points from the SMPG meeting 17th-19th October 2005;
· ISITC Europe papers update.
Future meeting dates for 2006 are on the second Tuesday of the month:

The next global SMPG meeting is scheduled for 3rd – 5th April 2006 in Stockholm.
8. Actions carried Forward – 
	Section/Page 
	Who 
	What 

	1.2/p2

(1)
	RBC & BGI
	To follow-up with ISITC the cross-check the ‘reject’ codes in the ETC Best Practice against the Status and Reason codes in the MT 548

	1.2/p2
(2)
	Northern Trust
	To produce a ‘straw man’ MP of short sales and buy to cover for the UK&IE group to consider before passing on to the global group for other NMPGs to review.

	2.1/p3

(3)
	JPMChase
	To follow up some perceived discrepancies in the Madrid S&R minutes with the SMPG General Secretary

	2.8/p6
(4)
	All
	To review <Repo additional scenarios DRAFT 3_4.doc > for the next meeting

	2.14/p10

(5)
	All
	To review <PAIR-OFF draft 3[1].4.doc> for the next meeting

	2.19/p11

(6)
	JPMChase
	To forward the UK&IE comments on the MT 950 paper to the ISITC IOA rep. for consideration.

	2.21/p14

(7)
	SWIFTStandards 
	to circulate the original UK&IE CR for SR2006 to the group.  Request was for:

· pending on loan receipt;

· pending on loan delivery;

· pending borrowed receipt;

· pending borrowed delivery.

	2.21/p14

(8)
	All
	To consider how to strengthen the business case for the pending sub-balances.

	2.24/p16

(9)
	All
	To review <BASIC SEC LENDBOR Final 4_3.pdf> for the next meeting

	2.27/p18

(10)
	All
	To consider whether zero amounts exist in the UK for Trade Instructions (not Confirms) for feed back to SMPG

	3/p21

(11)
	All
	To review the SMPG By-laws for the next meeting

	4/p21

(12)
	JPMChase
	To cast the UK&IE vote after consultation with the CA MP and Funds MP groups

	5/p21

(13)
	All
	To review the Giovannini Barrier 1 paper for the next meeting

	6.1/p22

(14)
	JPMChase
	To keep in touch with the US and distribute swaps documentation as soon as it is available.


9. 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


--------------------------------------------------End of Document----------------------------------------------
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