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Minutes of UK & IE Securities Market Practice Group 
14:00pm 11th December 2007

at SWIFT, London

· Attendees:

Bank of New York
Laura Hannan

BNPParibas
Mari Fumagalli
Euroclear
Alan Bredin

Citigroup
Doug Warrington
HSBC Securities Services
Peter Chapman, Co-Chair

JPMorgan Chase Worldwide
Lynda McCartney, Co-Chair

Securities Services

Northern Trust
Peter Mahoney

SWIFTStandards
Tim Taylor

· Apologies from:

Barclays Global Investors Ltd
Jane Montana 

Goldman Sachs Investment
Garry Ainsworth

Management

Northern Trust
Dave Faulkner

RBC Dexia Investor Services
Eddie Casey, ISITC Europe Executive
State Street Global Advisors Limited
Peter Shum

Threadneedle Asset Management Ltd
David Ewings

· Also Distributed to:

Aberdeen Asset Management


ABNAmro Mellon
Luke Haughton

Citibank
Nora Walsh

Deutsche Bank
Dianna Wiseman

HSBC Investment Bank
Neil Lewington

INVESCO
Tom Gardner
Nicole Harrington
Legal & General Investment Management
M&G Investment
Jon Parkhurst

Merrill Lynch
Brendan Toolan
Morley Fund Managers
Harold Bimpong

Newton Investment Management
Brian Bradley 

State Street
Peter Tulloch 

State Street Global Advisors Limited
Bill Meenaghan
· Agenda 

1.
Previous Minutes and Actions

2.
Review of Minutes from Recent SMPG Meeting

Rolling Agenda Items

3.
Update on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets

4. SWIFT Update on Derivatives

5.
Update from Euroclear on Harmonisation

6. Co-existence – Monitor of SMPG Approach 
7. Update on any ISO Matters Relevant to S&R 
8. Any Other Business
1.
Previous Minutes and Actions

1.1. Previous Minutes
Minutes accepted and may now be posted to the UK&IE folder of www.smpg.info.

1.2. Actions
(1) ISO Matters Relevant to S&R
The local ISO securities standards body (the TSC) would encourage the UK&IE NMPGs to be involved in their review of the reverse engineering material as part of the work of the ISO Securities Standards Evaluation Group (Securities SEG).  Six of the TSC are members of the Securities SEG, however, they are not necessarily practitioners involved in daily S & R operations.

Group, to consider.  

Closed.  Time constraints prevent direct involvement in any local ‘shadow’ SEG, and in any case JPMChase will be involved in the Modelling and Business Validation Groups, and SMPG will no doubt involve the NMPGs.  However, the group is happy to give input to any local ‘shadow’ SEG.
Follow-on (1): JPMChase, to advise Kevin Wooldridge of Euroclear – chair of the TSC.

(2) Partial settlement and split settlement instructions
This issue is now how to document the UK&IE MP.  The options are to either add something to the global document or to document in the UK&IE Settlement MP.  The group favoured the detail in the UK&IE MP and a reference in the SMPG block document.

Euroclear UK & IE, to produce a ‘straw man’ for review by the group at the next meeting.

EUI reported:

QUOTE

In respect of Splits at CREST, I don't think I have found out much more than you already probably know, which is: 
· a transaction may be split and replaced by multiple (max 60) Transactions of smaller amounts, but which add up to the same overall totals
· these outturns may then be managed separately 
· each outturn may also be amended to use a different account within the same membership, or to have its final beneficial client information changed (any change in final beneficial owner is automatically transaction reported to FSA) 
This splitting may be undertaken for any reason that the Participant sees fit:
· partials 
· resource flow management
· block / allocation trades (probably to different member accounts) 
· other? 
From the CREST perspective, there is no obligation upon the Participant to provide a reason for the split, nor why the split is so shaped.  Not only is there no obligation for this information, but there is no field in which to capture it. 
The only other form of splits in CREST are system-generated AUTOSPLITS, whose function is to create partials as above, using just 2 outturn splits: 
· one which is for the maximum amount of resource that current levels permit to be settled 
· one for the remainder
If NMPG guidelines are required to delineate business purpose behind splitting, then unfortunately (or possibly fortunately) CREST has no steer to give us.”
The requirement is to document at a national level how the splits relate to bulk trading in the UK&IE markets.
Ongoing (2): Euroclear UK & IE, to produce a ‘straw man’ for review by the group at the next meeting.

(3 & 4) Attendance at UK Funds MPG
(3) SWIFTStandards, to distribute the minutes of the recent UK&IE Funds MPG to this group.

Complete.
(4) JPMChase, to get feedback from the JPM representative at the meeting.

Complete.  Direct involvement by custodians not required.  Some topics may require custodian input.  Task list is ambitious.
Follow-on (3): JPMorganChase, to request the relevant person at JPMChase to supply her details to Steve Wallace (UK Funds MPG co-chair), so that she may be added to the Funds MPG circulation list.

(5) Euroclear Harmonisation
Euroclear UK & IE, to get an update on status of the RMPG created for impacted markets.
Complete.  The RMPG was set up to cover the five markets and gave feedback on ISO 15022 changes required for Euroclear Harmonisation.  Euroclear have now created two further groups to continue the work of the RMPG for the five markets:
· a Communications Working Group dealing with areas outside the formatting of the business data.  Has met once, representatives from Morgan Stanley, State Street, Kaz Bank and Bank of Scotland;

Follow-on (4): Euroclear UK & IE, to make the terms of reference available.

· and a Messaging Working Group (first meeting in the New Year) to deal with issues around formatting, content and usage and to aim to harmonise the five markets’ market practice.  This is thought to be the equivalent of the RMPG.
Follow-on (5): Euroclear UK & IE, to check if the group is the same or different to the RMPG especially in the light of the global minutes which say:

“There is a need to have a regional NMPG for BE, NL, and FR to reflect the changes that will take place with ESES.  Euroclear (Kevin Wooldridge to propose a date?”.

(6 & 7) ISIN and Multiple SEDOLs
Citibank raised the following:

QUOTE

An interesting situation has been identified with regard to processing Irish securities, where the client sends ISIN, but where two Sedols exist. Based on the below I am very interested to know how your settlements operations are deciding which Sedol to default to.

We all have a process if the Sedol is UK or Irish listed, and can default using PLIS etc., but the latest incarnation is slightly different, as one Sedol is priced in USD the other priced in GBP, but both linked to the same ISIN. Technically a client can buy in USD then sell in GBP, whereby using two sedols forces the sale to be short, but the ISIN is technically not short.

At present the consequence of the this incarnation is that the trade would likely stop for repair, as without rules how would a system know which underlying Sedol to associate the trade to? By rule I infer the following:

1) if settlement amount is in USD than repair with Sedol priced in USD

2) if settlement amount is in GBP than repair with Sedol priced in GBP

However do you have rules built into your system for the above situation (and how do you link two Sedols with different price sources to one ISIN) or do you force clients to use the appropriate Sedol in such circumstances or do you have to manually repair such trades?

Just for your information -  4 examples of ISHARES ISIN's which have duplicated records for GB setup with different prices (GBP & USD) are:

ISIN

Sedol (USD quote)
Sedol (GBP quote


IE00B1FZS350 
B1G53G2 

B1G5362 


IE00B1FZS467  B1G53H3 

B1G5384

IE00B1TXK627  B1TXK62 
   
B1TYGH8 

IE00B0M62Q58 B1CDGF0 
   
B0M62Q5 

Really appreciate your views on this.

UNQUOTE

(6) SWIFTStandards, to contact the LSE to determine what exactly differentiates the two SEDOLs. 
On-going (6): SWIFTStandards to request LSE whether this applies to ISHARES only.  LSE have confirmed this only applies to London - ie if a different currency of Quotation is available on the London Trading Platform (XLON) then there is a different SEDOL.
(7) CUSTODIANS, to investigate.

Closed.  No one has a neat way of dealing with this.
(8) Split Settlement
Citibank raised a second issue on split settlement:

QUOTE

Would be interested in you view on the below, both from a global and UK/IE perspective. From what SWIFT know of the ISITC/IOA viewpoint should the UK/IE group agree or challenge?
ISITC/IOA appear to be interpreting that for split settlements the recent maintenance request is to remove SPST from free of payment transactions and, in addition, to facilitate the drive of specific processing in versus payment transactions. The global document notes that SPST indicates the split settlement at the depository rather than the custodian (although the UK/IE has a particular usage of SPST around unit trusts), however the new proposal implies the custodian would have to drive cash processing, based on the SPST codeword and on the presence of cash instruction details, either internally or to instruct third parties to initiate the cash leg of the transaction.
ISITC/IOA also stated that they do not think that this new market practice scenario would apply to the existing transactions that we are seeing in Latin America and central Eastern Europe (particularly Russia) where separate free of payment securities instructions and separate cash instructions (usually for USD) are sent based on the client's choice to settle the cash in USD due to currency stability considerations
UNQUOTE.

Noted that removing the SPST code from FoP messages is logical as by definition there is no payment with a free delivery/receipt.

Citibank, to investigate further.
Closed.  Citibank suggests that this is put on hold until further information is forthcoming from ISITC/IOA.
(9) Emerging Market MPs
Citibank raised a third issue on emerging market MPs:

QUOTE

Would you know if there are any plans for the CEEMEA markets to publish SMPG guidelines for their markets? Particularly interested in the following:

*
Bulgaria

*
Croatia

*
Estonia

*
Latvia

*
Lithuania

*
Mauritius

*
Oman

*
Qatar

*
Romania

*
Slovenia

*
Sri Lanka

*
United Arab Emirates

*
Vietnam 

Otherwise might we benefit from a similar approach to that adopted in Latam?

UNQUOTE

Citibank, to determine if the (global) harmonised MP would not apply to these markets (as default).

The group see no reason why the global template and common elements should not be used.

On-going (7): Citibank to continue their research.
(10 & 11) Minutes from the recent SMPG meeting
To be read and reviewed at the next meeting.

(10): GROUP, to prepare.

Complete.
(11): Co-chairs, to examine in detail and respond by date issued by SMPG for all comments.

Complete.  Co-chairs met on 7th December and submitted comments on 10th.  See agenda item (2).
(12) Christmas Lunch
HSBC, to organise.

Complete.  And very successfully so.
2.
Review of Minutes from Recent SMPG Meeting
As noted in the actions, the co-chairs submitted detailed comments on the minutes on 10th December and have requested an itemised response.

The following general points were also noted:
· there were no minutes from the general and joint sessions.  This is important as more time was spent on joint matters at the recent meeting

· there is a trend to name speakers by their first name rather than the market they represent
· although the discussions are recorded, the resulting actions are very often missing.  An actions table would be very useful.  For example, there is no indication of what happens next with the factored securities paper from the US.

3
Update on the Meeting on 13th December 2006 on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets
A further meeting was held in early December.  David Broadway is to draw up a list of the action items that could be taken to the IMA members committee.

In addition the co-chairs will provide a summary based on the original list of action items for this group.

Action (8): Co-chairs, to update provide summary paper.
4
SWIFT Update on Derivatives
February 2007 saw the start of a pilot to transport messages in the FpML standard over SWIFTNet.  SWIFTNet FpML facilitates the exchange of FpML messages for OTC derivatives over SWIFTNet.  The intention is to leverage SWIFTNet services to provide a flexible, multi-lateral messaging solution for FpML messages.  FpML-compliant messages (XML syntax) are transported over SWIFTNet using the SWIFTNet InterAct store and forward service. 

Over ten major institutions in the OTC derivatives business participated in a SWIFT-administered Closed User Group (CUG) to exchange trade notifications between asset managers and custodians, focussing on interest rate, equity and credit derivatives.
Currently the transport of contract notification messages between buy-side and custodians has been tested and is available for live traffic as of October 2007.  The next phase, which will be live just six months later, will see expansion of the service to confirmation messages.  This second phase will also include validation of all transported messages.

Action (9): SWIFTStandards, to check if this relates to trading or settlement messages.
5.
Update from Euroclear on Harmonisation
Early migration to ISO 15022 messages remains an option for settlement and reconciliation.  hard migration dates will be determined by the Communications Working Group referenced in the actions above.

6.
Co-existence – Monitor of SMPG Approach
Post Meeting Note:

An SMPG S&R WG telco will be held on 22nd January 2008, the following was received from the WG co-chairs – 
“As you know, the SWIFTStandards department has started an ISO 15022-20022 reverse engineering project for core S&R messages. In order to move forward with this initiative, the SWIFTStandards department has asked the SMPG S&R working group to get involved.  This will lead to several steps:
· The first one will be to review a document that will be published shortly (first half of December). 
· A conference call will be scheduled on January 22nd at 2 PM CET (8 AM EST) in order to discuss this paper. 
· SWIFT Standards will organize a physical meeting for various Industry groups at the end of January where the Co-chairs (i.e. Gerard and myself) propose to represent the SMPG S&R group. 

· During the Paris SMPG meeting in April, we will reserve a half day in the agenda to discuss this particular topic.
Would you have any question/concern regarding this, feel free to contact Gérard [van Zwam or myself [Charles Boniver].”
Action (10): Group, to review the document provided and bring comments to January meeting..
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Update on any ISO Matters Relevant to S&R
No change from previous meeting.
8.
AOB
8.1. MiFID and the UK&IE S&R MP Document
Citibank raised the following:

QUOTE

... has a number of edits for the Market Practice.  I have noted the amendments for your review, particularly in light of MiFID. 

Page 9 - point 3 - the transaction reporting market is apparently mandatory for market side and client side trades. Also under this point, in the associated table it appears the following 22F codes should be deleted.


RPOR/CRST/TRMD


RPOR//EXCH


RPOR/CRST/TRMT


RPOR/CRST/TRMX


RPOR/CRST/TRMY

Page 16 - section 2.2 (format of safekeeping account)

It now seems the BIC, FRN code or Internal Reference can be used. A member of the exchange has to quote either the BIC, FRN or internal code of their counterparty in response to MiFID reporting. These three codes appear to have single character references - B for BIC, R for FRN and I for Internal.

[In a previous incarnation of the Market Practice there was a section dedicated to the additional elements - was scenario 6, which has rightly been removed from the latest version].

UNQUOTE

Action (11): EUI, to investigate.
8.2. Factored Securities
From the SMPG S&R Minutes of the October 2007 meeting:

QUOTE

S&R Factored securities – US to document MP

Validate with ISITC the factor adjustment process and provide more clarity. 

The group suggested identifying clearly the different parties involved. The adjustment of the factor is not a Corporate Event, but it is a consequence of a Corporate Event.  This is very similar to the market claim and Kevin will make sure that this is taken into consideration in the Market claim working group that is currently reviewing the ISO 20022 messages.  The group agrees, but there is a need to update the original transaction in order to reflect the correct factor for an accounting point of view. In Japan, they do not use Current factor.  They use the current face and the factor.  In the UK: they don’t have this kind of instrument.  In NL: They use the face amount

One suggestion would be to have amendment message for notifying changes related to accounting information

UNQUOTE.

Research at HSBC has revealed at least four GB securities that price in that are factored.

Action (12): HSBC, to investigate further and seek assistance from Euroclear when considering fields on a proprietary message vs an ISO message.
8.3. Methods of Interest Computation (MICOs)
Citibank queried whether institutions pass on to clients the methods interest computation published by the ICSDs.  Agreed this is a question for network management.

8.4. SMPG Chair
From Alexandre KECH - SMPG General Secretary

QUOTE.

Following the end of the two-year term of Genevy Dimitrion, we have one opening as SMPG Steering Committee Chair.

Could you please inform your membership and ask any interested NMPG members to complete the attached form and to send it back to info@smpg.info by the 7th of January 2008? Applications received after this date will not be considered.  Note that Genevy is allowed to apply again.

- The Chair represents, manages and advances the objectives of the SMPG

-  In terms of workload, it is on best effort basis. However, the Chair should be able to attend the 1 or 2 hours monthly Steering Committee conference call.  She/He should also be present to at least 1 of the 2 global SMPG meetings we hold every year.

UNQUOTE.

9
Future Meetings
The date of the next meeting is Tuesday 15th January at 14:00:
HSBC
8 Canada Square
London 

Post Code
To confirm attendance please contact: Peter Chapman
<peter.j.chapman@hsbc.com>
Telephone 020 7005 8154.

Nearest underground stations: Canary Wharf + DLR
Outline agenda: - 

1. Previous Minutes and Actions

2. Review ISO 20022 Reverse Engineering documents for SMPG S&R WG Telco
See <http://smpg.webexone.com/r.asp?a=12&id=24202>  These are the 'one pager' and the business and high level requirements analysis
Rolling Agenda Items

3. Update on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets
4. SWIFT Update on Derivatives

5. Update from Euroclear on Harmonisation

6. Co-existence – Monitor of SMPG Approach

7. Update on any ISO Matters Relevant to S&R

8. Any Other Business
Future meeting dates for 2008 are on the second Tuesday of the month, except for February which will be Tuesday 19th:

The next global SMPG meeting is scheduled for April 2008 in Paris.
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Actions Carried Forward
	Number
	Who 
	What 

	(1)
	JPMChase
	ISO Matters Relevant to S&R

to advise Kevin Wooldridge of Euroclear – chair of the TSC that , the group is happy to give input to any local ‘shadow’ SEG.

	(2)
	Euroclear UK & IE
	Partials and Splits

The requirement is to document at a national level how the splits relate to bulks and how and why the global bulk MP is not followed in the UK.

Euroclear UK& IE to produce a strawman for review by the group at the next meeting.

	(3)
	JPMChase
	UK Funds MPG Plenary 31st October 2007

to request the relevant person at JPMChase to supply her details to Steve Wallace (UK Funds MPG co-chair), so that she may be added to the Funds MPG circulation list.

	(4)
	Euroclear UK & IE
	Euroclear Update on Harmonisation

to make the ToR of the Communications WG available

	(5)
	Euroclear UK & IE
	Euroclear Update on Harmonisation

to check if the [Messaging Working] group is the same or different to the RMPG especially in the light of the global minutes which say:

“There is a need to have a regional NMPG for BE, NL, and FR to reflect the changes that will take place with ESES.  Euroclear (Kevin Wooldridge to propose a date?”

	(6)
	SWIFTStandards
	ISIN and Multiple SEDOLs

to request of the LSE whether SEDOL by quotation occurence applies to the ISHARES issue only.

	(7)
	Citibank
	Emerging Market MPs

to continue their determination whether the (global) harmonised MP would not apply to these markets (as default).

	(8)
	Co-Chairs
	“Settlement” of Funds/Mutuals/Unit Trusts
to provide a summary paper on progress resulting from the meeting last year (December 2006)

	(9)
	SWIFTStandards
	SWIFT Update on Derivatives

to check if the functionality relates to trading or settlement messages

	(10)
	Group
	Co-existence – Monitor of SMPG Approach

to review the reverse engineering documentation and bring comments to the January meeting

	(11)
	Euroclear UK & IE
	MiFID and the UK&IE S&R MP Document
to investigate impact of MiFID on the  national settlement MP.  Based on an email from Citibank.

	(12)
	HSBC
	Factored Securities
to investigate how the four GB factored securities at HSBC are handled.  And seek assistance from Euroclear when considering fields on a proprietary message vs an ISO message.


12.
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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