


[bookmark: _GoBack]Minutes of UK & IE Settlement, Reconciliation and Treasury Market Practice Group
14:00 14th August 2012 at Northern Trust, London

· Attendees:
Bank of New York	Stephen Harris
BBH	Neil Lewington, co-chair
Euroclear		Jasbir Thumber
JPMorgan Worldwide Securities Services	Simon Burke, co-chair
Northern Trust	Zabrina Smith
SWIFT, Standards UK & Ireland		Tim Taylor

· Attendees by telephone:

· Apologies from:
BNP Paribas	Mari Angela Fumagalli 
Citi		Chris Brewster
Citibank Europe PLC, Dublin	Robin Leary
RBC Dexia Investor Services		Eddie Casey

· Also Distributed to:
Deutsche Bank	Dianna Wiseman
Fidelity International	Suzanne Cahill
INVESCO	Tom Gardner
Legal & General Investment Management	Brenda Walker
Merrill Lynch	Nick Whiteley
Morley Fund Managers	Harold Bimpong
Newton Investment Management	Brian Bradley 
State Street	Peter Tulloch 
State Street Global Advisors Limited	Peter Shum
Threadneedle	David Ewings

· Agenda 
1. Previous Minutes and Actions 
2. Follow-up points on the review of SR2013 S&R and Common Change Requests
3. Block Trade rework review
ROLLING AGENDA ITEMS
4. ISO 20022 Securities SEG
5. Euroclear Update
6. SWIFT UK Ltd User Group and Securities Advisory Group
7. LEI
8. T2S
9. SMPG S&R Securities Financing Sub-group Update
10. AOB

The next meeting is scheduled for Tuesday 11th September 2012 starting at 14:00 at SWIFT



1.	Previous Minutes and Actions
1.1. Previous Minutes
Minutes accepted and may be posted in the UK&IE folder of www.smpg.info.

1.2. Actions 
(1) SMPG document revision to map to 20022 format – Block Trade
Other Items – SMPG document revision to map to 20022 format.
UK – to revise the Block Trade document.
EUI have submitted a draft document, which has been reviewed by the co-chairs, it combines the ISO 15022 with ISO 20022 sections and is part .docx and part .xlsx.  To go to the SMPG for review at the global meeting as is.
(1): EUI & Co-chairs, advised use of the SMPG template required for the document.
Complete, EUI have reformatted the document.
Follow-on (1): Co-chairs, to review and submit to SMPG.
See agenda item 3 below of these August 2012 minutes.

(2 & 3) Term DBVs – IM to Custodian Instruction
January 2012.  A first meeting has been held of the EUI collateral management liaison group (CMLG), BNPParibas (MF) was on leave at the time, and the minutes are yet to be made available.  
Noted that Citi support a proprietary DBV message and would welcome a market practice format using an ISO 15022 message.  The market awaits clearing by LCH.Clearnet before increasing transaction volumes.
EUI report that a number of players are live on the service (high value low volume as expected with DBVs).  Upgrades are scheduled for April and June, these will support the LCH implementation, no date has been given for when LCH will go live yet.
The EUI group met on 13th February and discussed the functionality rather than the messaging, initial use has been by the GUI rather than CREST DEX messages.
This is relevant to the custodian to EUI communication, but not directly relevant to the IM to custodian communication.  Here the MT 527 appears to cover the required functionality better than the MT 54x settlement instructions as it allows substitution for example, one of the advantages of the term DBV compared to the overnight DBV.
There is use of the term DBV, but the majority of the market still await the involvement of LCH.Clearnet, who seem to be some way off building their term DBV facility.
EUI walked the group through the functionality and DEX messages at the May 2012 meeting.
On-going (2): Co-chairs, to put together a paper regarding the messaging to be used for the IM to custodian leg.
As part of this action EUI undertook to host a meeting where the group will walk through the messages in order to determine the data required from non-CREST participants communicating with CREST participants.  The meeting is to be rescheduled for the second half of August, ideally around the Message Maintenance Working Group telco on 22nd and 23rd August.  Interest from without the group, for example HSBC and GSAM.  
On-going (3): EUI.
Won’t work on 22nd – 23rd  August as BNPParibas are at the CA MMWG at SWIFT HQ.
Now moving out to week beginning 3rd September 2012.
[Post Meeting Note: to be held on 25th Spetember.]

(4&5) Group membership
Co-chairs, to determine how to increase the investment manager participation and involve HSBC.
On-going (4): Co-chairs, to write requesting confirmation of the other (observing, that is, those on the distribution list) investment managers.
June 2012 – The Blackrock representative to change, awaiting contact from the new representative.
August 2012 – leverage from the Term DBV contact list.
(5) BBH, to contact Fiona Ramsey of HSBC to see if she can assist finding an HSBC sub-custodian representative for the group.
June 2012 – understood that Fiona Ramsey is no longer at HSBC.
Closed, use the Term DBV contact list.

(6) MyStandards
The SMPG intend to move MPs off www.smpg.info and on to MyStandards.
Concern over the effort required for the initial set-up/take-on of practices on to the tool.
Need to work out how use of the tool is a business differentiator.
Group, to consider how to engage with the tool.  Proposed to have an all day meeting in the second week of October.
On-going (5): Group.

(7) Mapping Documentation between ISO 15022 and ISO 20022
Feedback on ISO 20022 mapping rules and their maintenance by SWIFT was discussed at the SMPG telco of 21st May.
The group view at the June meeting is that the existing translation document should be maintained as the messages are expected to be used in T2S, see
https://www2.swift.com/uhbonline/books/hub/uhbmultifacet.htm?filter=PRODFAMILY:Standards&filter=PRODNAME:Standards%20Translation%20Rules%20for%20Settlement%20and%20Reconciliation&&searchText=&startpage=1&pagesize=20&sortorder=PRODFAMILY_PRIMARY:A
On-going (6): Co-chairs, to contact SWIFTStandards for update on discussions.
[Post meeting Note: this item is still open with SWIFTStandards having internal discussions following feedback will be on agenda in next global call.]

(8) Scope of MT 537 Statement of Pending Transactions
NMPGs asked if their MP for the MT 537 included cancelled transactions.
Some firms do report cancellations in the MT 537 given the lack of an alternative.  Further feedback required in order to determine whether a change request should be raised in order to report cancelled transactions.
On-going (7): Co-chairs, to report back after discussions at the next SMPG S&R WG telco.

(9) ISITC Lending & Borrowing MP on Statements
Proposed to include the ISITC lending and borrowing MP on statements in the SMPG statement MPs and cross reference from the lending and borrowing MP itself, rather than the other way round.  To be discussed at the next telco.
Group, to supply feedback by 17th August.  Kept open pending discussions at a future SMPG S&R WG telco.
On-going (8): Group, to supply feedback on the ISITC lending and borrowing MP on statements.

(10) SMPG Bylaws Amendments
Group, to contact co-chairs by 10th August if any comments on the amendments to the bylaws.
Closed.

(11) Review of revised MPs – Lend/Borrow and Third Part FX
Group, to contact co-chairs by 10th August if any comments on the amendments to the bylaws.
On-going (9): Group, to supply feedback on the ISITC lending and borrowing MP on statements.  Kept  open for more members to report.  Feedback received from Northern Trust.


2	Follow-up points on the review of SR2013 S&R and Common Change Requests
Everyone happy with the decisions reached at the July 2012 meeting.

3	Block Trade Rework Review
Please see <BLOCK TRADES final 5_4 New Template v0.2.doc> and <Block Trade.vsd> distributed with these August 2012 minutes.
Walk through the the visio diagram of the flows:
· The split from parent to children is at client to custodian level
· The custodian settles at parent level
· Agreed that reporting is at child level
· The receiver of the parent and child instruction will ensure that the stock is ring fenced before instructing the sub-custodian using an omnibus account
· What to do in the case where there is sufficient stock in the omnibus account, but insufficient in the child accounts?
· And conversely what to do in the case where there is insufficient stock in the omnibus account, but sufficient in the child accounts?
· The aim is NOT to borrow securities, but this may happen if an incoming trade fails to settle
Action (10): Bank of New York Mellon, to research what happens if there is partial settlement of the trade to the CSD.
Thoughts were that ideally - 
a) Market Sale – should partial Child trades based upon stock availability within the child accounts – i.e. if Child A is short but Child B and C are able to deliver then their component trades would settle.
b) Market Purchase – Should settle all child trades pro-rata – but leads to debate upon how to reflect settlement of any non-devisable units.
· Noted that partialling is not covered in the existing practice, 
Action (11): JPMChase, to obtain SMPG view on partialling at the CSD at the next telco (and give an update on the rework of the MP)
· Global custodians typically offer contract settlement only on block trades so partialling is less of an issue
· Majority Custodian view is that they would not normally accept a block trade across accounts with different tax treatments, or if the custodian did accept such a block trade they would ask the broker to settle across accounts with different tax treatments.


ROLLING AGENDA ITEMS

4	ISO 20022 Securities SEG
See www.iso20022.org for more details
Nothing to report this month.

5	Euroclear Update
EUI ISO Meeting held in July
Minutes of the meeting are due soon. 
The direction is not clear and a follow-up meeting will be held.
Queried whether any of the T2S ISO 20022 messages may cover any of the functionality missing in the current ISO DEX.
Some firms see a potential advantage in rationalising their gateways and hardware.

6	SWIFT UK Ltd User Group and Securities Advisory Group Update
Meeting due 3rd September the SWIFT Board.

7	LEI
At the SMPG meeting in April the vice chair, Rudolf Siebel, gave an update on  regulatory affairs (reporting / trade repository mechanisms) and LEI Progress Status.
The [SMPG] meeting considers that SMPG should be involved in producing a general template.  The SMPG chair is to determine how to open dialogue with regulators with a view to becoming involved.
SWIFT circulated their position on LEI and the Registration Authority (May 2012).
Extract: “The approach proposed by the FSB will establish a simplified governance model for the global LEI system”, said Paul Janssens, LEI programme director at SWIFT. “This is a change in terminology rather than functionality and not a reflection on SWIFT or its capabilities; the tasks of allocating LEIs, and validating and distributing data do not change,” said Janssens. “SWIFT has confirmed its commitment to play a role in the allocation of LEIs. We continue the development of our proposed solution in full collaboration with the DTCC.”

8	T2S
An event held on 8 May marked an important milestone in the T2S project, denoted the birth of the T2S Community and commemorated the first signatures to the T2S Framework Agreement.
The first nine CSDs to sign the T2S Framework Agreement represent the first members
of the T2S Community: 
· the Bank of Greece Securities Settlement System, or BOGS (Greece);
· Clearstream Banking AG (Germany); 
· Depozitarul Central S.A. (Romania);
· Iberclear (Spain); 
· LuxCSD S.A. (Luxembourg); 
· Monte Titoli S.p.A. (Italy) ; 
· National Bank of Belgium Securities Settlement System, or NBB-SSS (Belgium); 
· VP LUX S.á.r.l. (Luxembourg) and 
· VP Securities A/S (Denmark).

9	SMPG S&R Securities Financing Sub-group Update
JPMorgan noted that repos are a ‘hot topic’ in the SWIFT UK Ltd Securities Advisory Group, particularly for Northern Trust and Nomura.
Citibank Europe happy to have feedback from other UK&IE institutions on repos.
JPMorgan, have asked the SWIFT UK Ltd Securities Advisory Group for names for a UK&IE NMPG on repos, certainly a group to provide feedback to Citibank Europe for a broader UK&IE view.
Names received from Northern Trust and JPMorgan, awaiting names from other institutions.

10	Any Other Business
10.1	French Transaction Tax
Continues to run.

11	Future Meetings
The date of the next meeting is scheduled for 
Tuesday 11th September at 14:00 at
SWIFT
55 Mark Lane
London
EC3R 7NE
To confirm attendance please contact: Tim Taylor
Tim.taylor@swift.com  
Telephone: +44 (0)20 7762 2023
Nearest underground stations: Monument, Tower Hill, Aldgate and the DLR at Tower Hill Gateway.
Conference call number 020 7762 2150 and access code 2762023

Outline Agenda
1. Previous Minutes and Actions 
1. Feedback on the review of SR2013 S&R and Common Change Requests
1. Feedback on the SMPG S&R WG telco of 20th August 2012
ROLLING AGENDA ITEMS
1. ISO 20022 Securities SEG
1. Euroclear Update
1. SWIFT UK Ltd User Group and Securities Advisory Group
1. LEI
1. T2S
1. SMPG S&R Securities Financing Sub-group Update
1. AOB
Future meeting dates for 2012 are on the second Tuesday of the month at 14:00.  
SMPG S&R WG telco dates for 2012: TBA 20th August and 1st October.

12	Actions Carried Forward
	Number
	Who 
	What 

	(1)
	Co-chairs 

	SMPG document revision to map to 20022 format – Block Trade
to review and submit to SMPG.

	(2)
	Co-chairs & EUI
	Term DBVs – IM to Custodian Instruction
to put together a paper regarding the messaging to be used for the IM to custodian leg.

	(3)
	EUI
	Term DBVs – IM to Custodian Instruction
to host a meeting where the group will walk through the messages in order to determine the data required from non-CREST participants communicating with CREST participants.  The meeting is to be rescheduled for the second half of August, ideally around the Message Maintenance Working Group telco on 22nd and 23rd August.  

	(4)
	Co-chairs
	Group Membership
to write requesting confirmation of the other (observing, that is, those on the distribution list) investment managers, and 
to issue a call for a meeting of participating and observing members to review the strategy and direction of the group, possibly linked in with the change request review for the standards release.
Leverage on the Term DBV contact list.

	(5)
	Group
	MyStandards
to consider how to engage with the tool.

	(6)
	Co-chairs
	Mapping Documentation between ISO 15022 and ISO 20022
to contact SWIFTStandards for update on discussions.

	(7)
	Co-chairs
	Scope of MT 537 Statement of Pending Transactions
to report back after discussions at the next SMPG S&R WG telco. 

	(8)
	Group
	ISITC Lending and Borrowing MP – Statements
to supply feedback on the proposal to include the ISITC lending and borrowing MP on statements in the SMPG statement MPs and cross reference from the lending and borrowing MP itself, rather than the other way round.

	(9)
	Group
	Review of revised MPs – Lend/Borrow and Third Part FX
to supply any feedback by 17th August before the next global S&R telco scheduled for 20th August.

	(10)
	BoNY Mellon
	SMPG document revision to map to 20022 format – Block Trade
to research what happens if there is partial settlement of the trade to the CSD

	(11)
	JPMChase
	SMPG document revision to map to 20022 format – Block Trade
to obtain SMPG on partialling at the CSD at the next telco (and give an update on the rework of the MP)



13	Open Issues
	The changing business and standards group landscape for settlement in UK&IE

	For our NMP we discussed the following initiatives to address in 2010:
· Impact of 20022.  For example - SMPG level documentation and market specific
· Impact of cross border settlements – especially as European CSDs are processing more non-domestic stock and given the momentum behind T2S
· Identify the settlement hot spots and what we can do to address these
· How do our actions/recommendations affect other groups (e.g. corporate actions, maybe more so where settlements are affected by flow transactions [transformations, market claims.]).



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