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Minutes of UK & IE Securities Market Practice Group 
14:00 pm 13th December 2005
at SWIFT London
· Attendees:

BGI
Jane Montana
Citibank
Doug Warrington
Euroclear London
Claire Murray
Goldman Sachs Asset Management
Garry Ainsworth, ISITC Europe Executive
HSBC Security Services (IFS)
Peter Chapman
JPMorgan Chase
Lynda McCartney, Co-Chair
Northern Trust
Mohammad Ali, Co-Chair
State Street Global Advisors Limited
Allison Webster
SWIFTStandards
Tim Taylor
· Apologies from:

BNPParibas
Helene Mir
HSBC Security Services
David Ewings 
Royal Trust
Eddie Casey, ISITC Europe Executive

State Street
Jim Peterson 
· Also Distributed to:

Aberdeen Asset Management
Neil Lewington

Aberdeen Asset Management
Stephen Lane 

ABNAmro Mellon
Luke Haughton
Citibank
Nora Walsh
Deutsche Bank
Dianna Wiseman
INVESCO
Tom Gardner
JPMorgan Chase
Meredith Tunnicliff
M&G Investment
Jon Parkhurst
Merrill Lynch
Sebastian Mansfield-Steer
Newton Investment Management
Brian Bradley 
State Street
Peter Tulloch 
Agenda 

1. Previous minutes and actions

2. Giovannini Barrier 1 paper, see http://www.swift.com/index.cfm?item_id=57938
3. SMPG – Items where feedback is required by the end of the year
4. 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
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>.
Action (1): RBC¸to follow-up with ISITC Europe and Jane Montana at BGI was also going to review and feedback.  
Ongoing (1).
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).  A model has been produced covering prime brokerage and will be distributed to group for review shortly.
Action (3) JPMChase, to follow up some perceived discrepancies in the SMPG Madrid S&R minutes with SMPG General Secretary. 
Complete
Action (4): All, to review <Repo additional scenarios DRAFT 3_4.doc>, for the December meeting.
Complete.  See agenda item 3.2 below.

Action (5): All, to review <PAIR-OFF draft 3[1].4.doc> for the December meeting.
Complete.  See agenda item 3.3 below.

Action (6): JPMChase, to forward the comments on US MT950  <ISITC-IOA-RWG-MP-MT950-v3.3.pdf> to the ISITC IOA rep. for consideration. 

Complete.

Action (7): SWIFTStandards, to circulate the original UK&IE CR on additional (MT 535) sub-balances for pending loan receipt/deliveries for SR2006 to the group.

Complete.

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. 

Complete.

Follow-on Action(3):  HSBC, to produce a business case for discretionary lending.
Action (9): All, to review <BASIC SEC LENDBOR Final 4_3.pdf> for the December meeting.
Complete.  See agenda item 3.4 below.

Proposal from JP to invalidate zero amount in DvP instructions.
Action (10): All, to consider whether zero amounts exist in the UK for Trade Instructions (not Confirms) for feed back to SMPG

Suggestion that this may occur in some On Exchange transactions and could be an issue in IPOs which are DvP and where price is not known, depending which message is used for IPO settlement instruction.  May also be affected by netting where participants not “direct input”.
Follow-on Action(4):  Citibank, to follow-up regarding the On Exchange implications.
Action (11): All, to review <SMPG by-laws v2[1].0.pdf>for the December meeting.
Ongoing (5): All, to review <SMPG by-laws v2[1].0.pdf>for the January meeting.
Action (12): JPMChase, to cast the UK&IE vote for SMPG chair after consultation with the CA MP and Funds MP groups.
Complete.  The sole candidate, Genevy Dimitrion, is now the SMPG chair.

Action (13): All, to review the Giovannini Barrier 1 paper for the December meeting.
Complete.  See agenda item 2 below.

Action (14): JPMChase, to keep in touch with the US on the ISITC work on an MP for swaps and distribute documentation as soon as it is available.

Follow-on Action (6):  GSAM & All, to find a contact at ISDA, and the group to decide next steps at the January meeting.

[Post Meeting Note: 
ISDA Contact at ISITC Annual Conference on 17th Nov was Julian Day, Policy Director ISDA]
2. Giovannini Barrier 1 Paper
See < see http://www.swift.com/index.cfm?item_id=57938>.  
The SWIFT manager accountable for the project, Andrew Douglas, presented on Giovannini Barrier 1 Paper, see <UK&IE_SRT_MPG_Giovannini_20051213.ppt> distributed with these minutes.
Action (7): All, to ensure response from their firms to the two questions asked in the paper and to consider the first question (of the two) only from the NMPG view in readiness for the January meeting.
3. SMPG – Items Where Feedback Is Required By The End Of The Year
3.1. Security Transaction Code Review for Cash Statement
See <Securities Transactions and details in payment statement_v1[1].2.xls>

UK&IE to be represented by Moh Ali at the conference call on 20th December.  the work is been carried out for a future cash statement.
The feedback given to the SMPG is:

QUOTE

The UK&IE SRT MPG agree with the document, but would like to add the following items:

· Not all the 22F qualifiers were on the list.  The group would like clarification on the criteria that was used for inclusion on to the list.  

· Are we just reporting the qualifiers that had a cash movement?  It looks like some codes that could generate a cash movement were not on the list, such as ISSU.

· What would be the procedure for adding new qualifiers to the cash messages?

· As the use of securities messages grow new codes will be required.

· For some transactions types that have an opening and closing leg, only one code was listed.  Examples include:

BSBT - Buy Sell back

REPO - Repos

SECB - Securities Borrowing

SECL - Securities Lending

· Some items which were missing from the 'CASH' activity:

1. Interest on Cash Balances (Call)

2. Interest Amount on Fixed Deposit transactions

3. FX transactions

· We also would like clarification on the GEN1 and GEN2, as those codes cover a larger range of transactions.

UNQUOTE
Other points raised at the meeting:
· SETR//FCTA – Factor Update not required – does not generate a cash movement, the cash movement is the subsequent interest and/or principal payment;
· Should payments generated as a result of a meeting be included (occurs in Europe)?

· View of the corporate action group is that whilst this level of granularity is useful detail, the event is identified by the ISIN and the CORP reference;

· Assumed FX, Derivative and Treasury transactions codes are being covered elsewhere;

· Queried what criteria already used to arrive at the list, eg on what criteria has CNCB (The transaction relates to a collateral delivery/receipt to a National Central Bank for central bank credit operations) been excluded?

· For the MT950 replacement we should also like to see not only client and proprietary transaction references, but also ‘COMM’ (common reference) and ‘TRRF’ (deal reference); and input and applied value dates; and extended narrative to accommodate additional cash posting information.
3.2. REPO Additional Scenarios
See <Repo additional scenarios DRAFT 3_4.doc>
NMPGs to review the v3.4 last open items (no comments mean no opinion) and come back with their final comments by the 31/12/2005.  The objective is to finalize the document and integrate the information in a final REPO MP.

· Open Q 1a on p10 – UK & IE like Solution 1 as it is consistent.  

· Open Q 2a on p13 /16 -  UK & IE like Solution 2

· Open Q 1b on p25 - UK & IE like Solution 1 as it is consistent
· Open Q 2b on p29 /31 -  UK & IE like Solution 2.

General comments on doc. 

1. p13/14, 15 and 16 has the full solutions and examples documented for Top Up which look fine.  However p16/17 and 18 for Withdrawal seems to refer to Top Up for some bits but has some examples of it’s own too?  We think it should be all encompassing or made clearer and just refer back to Top Up.  

2. Ditto in 2 message market practice – confusing mix.   

3. p25 – is the definition of a rollover correct for all markets?  We feel 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 of the old repo and the opening of a new repo, however, this is not the definition. 
4. p26 – solution 1 or 2 for a repo where closing leg not yet instructed when a rollover agreed.  If it has not been instructed why not approach this in the same way as per b) on p23 for a rate change i.e. instruct the reality with no indication of rollover / rate change?  

5. We raised a question in Madrid around the handling of partial rollovers.  It was agreed that it would be carried forward in the same way as Pair-offs on pp8 and 23 will be carried forward, but there I no mention of this in the doc?  Please could we add a sentence in the doc. somewhere so we do not lose it? 

In addition, just for the record, the UK&IE agree with the proposed harmonization of one and two message market practices (ie, always confirm with the MT corresponding to the effective movement of securities).
3.3. Pair-Offs
See <PAIR-OFF draft 3[1].4.doc>
NMPG to review the v3.4 open items and come back with their final comments by the 31/12/2005.  The objective is to have a finalise open items by the end of the year and integrate the information in a final draft REPO MP by end of January to be validated at the next meeting.

UK&IE agree this document providing the typos previously highlighted are corrected;

“On p9 under "b) beyond the pair-off executing party" the note says "same process as scenario I.A.1" did you mean II.A.1 or III.A.1?  This also applies to all other refs. to scenario I.A.1 of which there are quite a few in the doc.”

3.4. Securities Lending and Borrowing
See <BASIC SEC LENDBOR Final 4_3.pdf>
Block Lending: 

· V 4_3 will be updated with what was discussed during the Madrid meeting and submitted for sign-off before publication on www.smpg.info.

· NL to document the auto lending scenario described during the meeting and submit a global MP proposal.

UK&IE agree this document as it stands although there was a comment made that there are some on going initiatives that may require adding into the doc. but this can be tackled in the coming year.

4. SMPG – Items Where Feedback Is Required After The End Of The Year
4.1. Three open position on the SMPG Steering Committe
Please see www.smpg.info for details.  Any interested parties to respond directly to SMPG by the deadline of end of December 2005.
4.2. Net Asset Valuation Statements
ISITC-IOA have submitted a business justification to the ISO 20022 registration authority. SWIFTStandards to keep the group appraised, especially if there is a call for experts.
4.3. Partials and Splits
The difference between partialling and auto-splitting was noted.

In a partial the original transaction settles piece by piece until complete.  
In an auto-split the parent transaction is cancelled and child transactions created.

Action (8): Co Chair, to give feedback to SMPG on Market Practice rewording suggestion, which was actioned as follows:
QUOTE

Interesting one!!  Looked at this from scratch only to find that the existing MP doc. already sort of mentions partial versus split settlement!  I am wondering whether we simply need to say that the actual comments and formats etc. within the document only apply to the last pgh re true partials and not the one which is really talking splits and maybe get the word split settlement in there somewhere?  I feel that the info already in the MP doc. is clearer and more detailed than the proposal for new wording you made in your mail to me and Peter Lippuner on the 1/12.  Has Peter come back to you?     

UNQUOTE

5. AOB
5.1. MT 202 – Which Account to Quote?
HSBC raised an issue on the MT 202 (General Financial Institution Transfer) on whether to quote a cash account [in Beneficiary Institution field 58a ?] or the securities account generating the payment.
One investment management view (from GSAM) is that they do not want to have to quote individual currency accounts, the security account + the currency of the payment should be sufficient for the receiver (custodian) to determine the cash account to use.  It’s a case of who does the work – IM or custodian.

Other investment managers (BGI and SSGA) quote the cash account.

Note that the account is owned by the fund, not the fund manager.

Northern Trust are able to map from the security account and currency, and Morley reported that JPMorgan Chase are able to as well.

The  view of the custodians was split, Citibank and HSBC require the cash account number, whereas other custodians are able to handle the securities account or cash account number or  both.  The  problem being whether:

a) systems feed into general banking systems, which are geared to receive non securities related transactions as well where the cash account would be required;

or

b) whether cash and securities systems are combined and based purely on securities processing.
Is there a similar issue with the MT 210 (Notice to Receive)?
Action (9): All, to report how they format/process the MT 202 (beneficiary) account.
5.2. Increasing the Visibility of UK&IE Market Practice

Following lunchtime discussions, next year the group will increase the visibility of market practice work in the UK&IE by better marketing and communication of efforts and outcomes etc.   Specifics to be an agenda item at the January meeting.
5.3. National Plans for 2006

Plans at national (UK&IE) rather than global (SMPG directed) level to be an agenda item at the next meeting.
6. Future Meetings
The date of the next meeting will be Tuesday 10th January at 14:00 at
Goldman Sachs Asset Management Intl.

Christchurch Court

Paternoster Square

10-15 Newgate Street

London EC1A 7HD

Please let garry.ainsworth@gs.com know who will be attending for security reasons.

Outline agenda:

· Actions to include further SMPG feedback;

· Euroclear will talk about the Euroclear Harmonisation project.

· 2006 plans for increasing visibility and more general topics for the group 

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.
7. 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.

	1.2/p2
(3)
	HSBC
	To produce a business case for discretionary lending supporting pending loan receipt/deliver sub-balances

	1.2/p3
(4)
	Citibank
	To follow-up whether zero amounts exist in the UK for Settlement Instructions (not Confirms), particularly for On Exchange trades for feed back to SMPG

	1.2/p3
(5)
	All 
	By-laws to be reviewed at the next meeting.

	1.2/p4
(6)
	GSAM
	To obtain a contact at ISDA for swaps work, and the group to decide next steps at the January meeting. 

	2/p4
(7)
	All
	To ensure response from their firms to the two questions asked in the paper and to consider the first question (of the two) only from the NMPG view in readiness for the January meeting

	4.4/p8
(8)
	Co Chair
	Give feedback to SMPG on Partial MP rewording suggestion.

	5.1/p9
(9)
	All
	To report how they format/process the MT 202 (beneficiary) account


8. 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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