


[bookmark: _GoBack]Minutes of UK & IE Settlement, Reconciliation and Treasury Market Practice Group
2:00pm 17th April 2012 at SWIFT

· Attendees:
Bank of New York	Paul Edwards			by telephone
BBH	Neil Lewington, co-chair
BNP Paribas	Mari Angela Fumagalli 	by telephone
Citibank Europe PLC, Dublin	Robin Leary		by telephone
Euroclear		Jasbir Thumber
JPMorgan Worldwide Securities Services	Simon Burke, co-chair
Northern Trust	Zabrina Smith
SWIFT, Standards UK & Ireland		Tim Taylor

· Apologies from:
Blackrock	Steven Cornew
Citi		Chris Brewster
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. SR 2013 – UK Change Requests – Review and sign-off
3. Bulk Trade MP shuffle review
4. Report on the SMPG S&R telco of 2nd April
5. Report of the SMPG Securities Financing sub-group of 24th February
6. SMPG Agenda items for global meeting 24th – 26th April
7. Credit/Debit usage
8. NEW ITEM – Settlement of non-cash and cash Collateral Movements
ROLLING AGENDA ITEMS
9. ISO 20022 Securities SEG
10. Euroclear Update
11. SWIFT UK Ltd User Group and Securities Advisory Group
12. T2S
13. AOB

The next meeting is scheduled for Tuesday 8th May 2012 starting at 14:00 at BBH



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.
Group.  Action transferred to Citi and EUI.
Noted following the SMPG meeting in April that comments are required by the end of June, (SWIFT aim to rework all MPs so they may be loaded on to the MyStandards tool).
Now taken on by Jasbir Thumber.  In October 2011 Alan reported that all the information has been gathered and prepared, it remains for the revision to be carried out.
(1): EUI.  This is a priority before the next SMPG S&R telco scheduled to be held in February 2012.
JT has now submitted a draft document, which is under review by the co-chairs.
Complete.  ISO 15022 combined with ISO 20022, part .docx and part .xlsx.  To go to the SMPG for review at the global meeting as is.
Follow-on (1): Co-chairs, to report back if anything further needed by SMPG.

(2&3) Term DBVs – IM to Custodian Instruction
BNPParibas to attend the EUI collateral management liaison group (CMLG).
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.
January 2012.  A first meeting has been held, MF was on leave at the time, and the minutes are yet to be made available.  
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.
February 2012.  Complete.  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.
On-going (2): Co-chairs, to put together a paper regarding the messaging to be used for the IM to custodian leg.
On-going (3): EUI, to walk through the DEX messages at the next meeting.
[Post Meeting Note, the EUI Term DBV product specialist will be asked to present the CREST DEX message flows at the next meeting.]

(4&7) Group membership
Co-chairs, to determine how to increase the investment manager participation and involve HSBC.
Blackrock’s presence at recent meetings noted.  Note taken of feedback from Legal & General.
On-going (4): Co-chairs, to write requesting confirmation of the other (observing, that is, those on the distribution list) investment managers.
(7) BBH, to contact Fiona Ramsey of HSBC to see if she can assist finding an HSBC sub-custodian representative for the group.
On-going (5).

(5) Cash Party Settlement Chain – Insufficient Parties – SR2013 Change Request
An investment manager requested feedback on how to format three or more cash parties in the MT 54x messages when used for split settlement.  Custodians agreed that this has been an issue in the past and that narrative has been used.  Neither do custodians typically hold static data for the client’s cash settlement chain.
Co-chairs drafted a change request for SR2013, sent out to the group for review on 15th February 2012, and also raised at an SMPG telco.
(5): Group, to review the draft CR.
Complete.  See agenda item 2 of this April 2012 meeting.

(6) ISO 20022 Interoperability Mapping Rules
JPMorgan have reviewed the ISO 20022 mapping rules and found some discrepancies.  These have been discussed and JPMorgan will report on the outcome.
(6): JPMorgan, to report on the outcome of discussions on ISO 20022 Interoperability mapping rules, currently awaiting the response from SWIFTStandards.
February 2012, no change.
Complete.  See agenda item 7 of this April 2012 meeting.

(8) Place of Safekeeping in Statement of Holdings MT 535
BoNY Mellon asked the group what formats they use for place of safekeeping for securities held at CREST.  BoNY Mellon use the 94B format:
:4!c/[8c]/4!c[/30x] (Qualifier)(Data Source Scheme)(Place Code)(Narrative)
and narrative values:
:94B::SAFE//SHHE/BNY LDN-CREST
:94B::SAFE//SHHE/BNY LDN IRISH-CREST
:94B::SAFE//SHHE/BNYM UK VAULT
:94B::SAFE//SHHE/CREST GILTS
Custodians reported on how they format the place of safekeeping in the MT 535.
NT – investigation in progress.
JPM – use the country code format in all cases found so far.
BNPP – use the CUST code and then three character codes to indicate CREST, Vault, Unit Trust Manager, for example.
So far no consistency and no absolute compliance with the standard (the 94F::CUST format should be followed by a BIC for example).
Increased interest in this field put down to an increased interest in risk by the client.

(8): BoNY, to draft  a request to SMPG for more guidance on the use of this field in the MT 535 market practice.
Closed.  BoNY have resolved their issue.

(9) Sign-Off SMPG MP Documents
Feedback from the Group requested on the six updated/new MPs by 20th February (requested 15th February):
· Linkages v5_2
· Financial Instrument identification v0_4
· MT536 (SecuritiesTransactionPendingReport) v0_2
· MT578 (SecuritiesSettlementTransactionAllegementNotification) v0_3
· Split Settlement v4_1
· Physical Settlement 4_1
Complete.  See agenda item 6 of this April 2012 meeting.

(10) SMPG Securities Financing Sub-Group
The first conference call for the SMPG Securities Financing sub-group will be held on 24th February, Robin Leary of Citi will represent the UK&IE S&R MPG:
Citi, to report at next meeting:
Complete.  See agenda item 5 of this April 2012 meeting.


2	SR 2013 – UK Change Requests – Review and Sign-Off
See <04 UK Change Request - MT541 Additional Cash Parties.docx> circulated with the minutes of this April 2012 meeting.
Support received from two other investment managers besides Schroders, who made the initial request.
Action (6): JPMorgan, to contact Blackrock for their support too.

3	Bulk Trade MP Shuffle Review
To be picked up at the next meeting following the SMPG global meeting.

4	Report on the SMPG S&R Telco of 2nd April
Agenda for SMPG meeting discussed.  See also item 6 of this April 2012 meeting.

5	Report on the SMPG Securities Financing sub-group of 24th February
Citibank Europe reported:
· Scope of the group discussed;
· Repos to be covered by ISO 20022 messages;
· ISO 15022 market practice covers both the one and two step repo flows (open and closing legs instructed in one message or individually);
· Are both flows required to be developed in ISO 20022?
· Should the security financing messages be used for more complex operations, for example withdrawal?
· Detail on all these topics yet to be addressed
· Prime driver confirmed as Jason Brasille of ISITC (US) and StateStreet.
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.
Action (7): JPMorgan, to ask 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.

6	SMPG Agenda Items for Global Meeting 24th – 26th April
Feedback from the group requested on the six updated/new MPs summarised below:
6.1	Linkages v5_2
OK.
6.2	Financial Instrument identification v0_4
Concerns on page 10 on legally binding term proposed - “In case of ISIN being used with another identifier, the ISIN is the legally binding information and the other identification are only present for clarification but should not require validation”.
Agreement required on how to achieve this as ISO 20022 allows more than one security identifier, and the first occurrence only is validated typically.  This is an issue if the first identifier is proprietary and the second is not.  Should the receiver publish their identifier requirements?
Similarly what action should be taken if one format is recognised and not the other?
The UK & IE view is definitely to reword this paragraph (VII.D.A).
6.3	MT536 (SecuritiesTransactionPendingReport) v0_2
OK
6.4	MT578 (SecuritiesSettlementTransactionAllegementNotification) v0_3
OK
6.5	Split Settlement v4_1
Any additional feedback by Monday 23rd please.
6.6	Physical Settlement 4_1
Any additional feedback by Monday 23rd please.

7	Credit Debit Usage between ISO 15022 and ISO 20022
See <Credit Debit Usage within ISO20022 SettlementAmount and OtherAmounts sequence.docx> circulated with these April 2012 minutes.
As the document shows, based on the current translation rules
19a::ACRU//NUSD100,
And
19a::ACRU//USD100,
Become, after translation to MX, 
<AcrdIntrstAmt>
	<Amt Ccy="USD">39967700</Amt>
</AcrdIntrstAmt >
With no indication to the recipient System that there is a difference in direction.
The issue has been raised with SWIFT Standards and now SMPG.
What is the purpose of the CreditDebitCode in ISO 20022?
There are three scenarios possible identified so far, and the normal movement relative to the account should be agreed for each amount qualifier.
Action (8): Group, to review asap.

8	Settlement of non-cash and cash Collateral Movements
Received from an Investment Manager – 
“We have been approached by two of our US based custodians in respect of collateral messages regarding the addition of narratives to TAG 21F for cash movements, and 22F for stock movements to confirm whether the collateral is counterparty or client owned.
We understand that this is a US SWIFT standard that is not currently undertaken in the UK, but have approached all of our custodians for their comments with a view to implementing a standard set of instructions. Please see the attached templates that have been distributed detailing the various narratives.”
What the custodians request is consistent with the US Settlement Collateral MP 
<_market practice documents_settlements working group_Collateral Messaging MPv3.5.pdf> for both SETR and COLA indicators.
The cash side is not standard use – codes in a reference field.
Action (9): SWIFT, to enquire who and which US custodians have requested the approach, so the custodians’ UK representatives at this group may investigate..
Action (10): JPMorgan, to enquire at the SMPG meeting whether this is local to the US as a sub-custodian or requested as a global custodian market practice.

ROLLING AGENDA ITEMS

9	ISO 20022 Securities SEG, including the recent BJ on SSIs
See www.iso20022.org for more details
Nothing to report this month.

10	Euroclear Update
EUI June 2012 Release
The June release will include intra-day market processes for Term DBVs, along with partial substitution and auto splitting.
Term DBV volumes are already growing although many potential users are waiting for LCH.Clearnet to join the service.  Demand for term DBV use is patchy across global custodians.  
See also the report on actions 2&3 in these April 2012 minutes.

11	SWIFT UK Ltd User Group and Securities Advisory Group Update
The last meeting of the SWIFT UK Ltd Securities Advisory Group was on 28th February 2012, minutes awaited and details of the update on LEI at the SWIFT UK Ltd User Group Meeting.
JPMorgan noted that repos are a ‘hot topic’ in the SWIFT UK Ltd Securities Advisory Group, particularly for Northern Trust and Nomura.

12	T2S
The UK National User Group continues to meet in order to be aware of any harmonisation changes that would be of benefit to this and other markets.
Action (11): EUI, to explain how the link of Ireland to T2S works via the CREST and ESES systems.

13	Any Other Business
13.1	ISO Messages for Funds in EUI?
Bank of New York Mellon enquired whether ISO 15022 may be used for the funds functionality in EUI.
Action (12): EUI, to investigate.
[Post Meeting Note, EUI report that “indeed for clients wishing to send settlement instructions in the form of MT541-4, the CREST system does allows that for funds as for any other instrument”.]

14	Future Meetings
The date of the next meeting is scheduled for 
Tuesday 8th May at 14:00 at
BBH
Park House
16-18 Finsbury Circus
London 
EC2A 1PN
To confirm attendance please contact: 
Neil Lewington  neil.lewington@bbh.com,
Telephone 0207 614 8670.

Nearest underground stations Moorgate or Liverpool Street

Outline Agenda
1. Previous Minutes and Actions 
2. Report on the SMPG meeting of 24th 26th April
3. EUI walk through the Term DBV DEX messages and contents
ROLLING AGENDA ITEMS
4. ISO 20022 Securities SEG
5. Euroclear Update
6. SWIFT UK Ltd User Group and Securities Advisory Group
7. T2S
8. 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 – 21st May

15	Actions Carried Forward
	Number
	Who 
	What 

	(1)
	Co-chairs
	SMPG document revision to map to 20022 format – Block Trade
to report back if any further revision of the Block Trade document required by SMPG

	(2)
	Co-chairs
	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 walk through the DEX messages at the next meeting.

	(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

	(5)
	BBH
	Feedback from the UK Funds MPG plenary of 10th January
to contact Fiona Ramsey of HSBC to see if she can assist finding an HSBC sub-custodian representative for the group.  

	(6)
	JPMorgan
	SR 2013 – UK Change Requests – Review and Sign-Off
to contact Blackrock for their support in addition to the support received from two other investment managers besides Schroders.

	(7)
	JPMorgan
	Report on the SMPG Securities Financing sub-group of 24th February
to ask 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.

	(8)
	Group
	Credit Debit Usage between ISO 15022 and ISO 20022
to review the document asap, see <Credit Debit Usage within ISO20022 SettlementAmount and OtherAmounts sequence.docx> circulated with these April 2012 minutes.

	(9)
	SWIFT
	Settlement of non-cash and cash Collateral Movements
to enquire who and which US custodians have requested the approach, so the custodians’ UK representatives at this group may investigate.

	(10)
	JPMorgan
	Settlement of non-cash and cash Collateral Movements
to enquire at the SMPG meeting whether this is local to the US as a sub-custodian or requested as a global custodian market practice.

	(11)
	EUI
	T2S
to explain how the link of Ireland to T2S works via the CREST and ESES systems.

	(12)
	EUI
	ISO Messages for Funds in EUI?
to investigate. 



16	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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