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Minutes of UK & IE Securities Market Practice Group 
14:00pm 13th November 2007

at BGI, London

· Attendees:

Bank of New York
Laura Hannan

Barclays Global Investors Ltd
Jane Montana 

Euroclear
Alan Bredin


Kevin Wooldridge (part time)

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

JPMorgan Chase Worldwide
Lynda McCartney, Co-Chair

Securities Services

SWIFTStandards
Tim Taylor

· Apologies from:

BNPParibas
Jorge Martins


Daniel Nevill

Goldman Sachs Investment
Garry Ainsworth

Management

Northern Trust
Peter Mahoney

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. Update on any ISO Matters Relevant to S&R, Kevin Wooldridge of Euroclear and chair of IST12/4 (TSC)
2. Previous Minutes and Actions

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.
Update on any ISO Matters Relevant to S&R, Kevin Wooldridge of Euroclear and chair of IST12/4 (TSC)
See Kevin’s slides, a subset of the <Scripted UNIFI PowerPoint presentation v28.ppt> (667 KB) posted to www.iso20022.org on 12th October 2007.

The essential point from the discussion is that the SMPG is to be included (as reviewers) in the reverse engineering of the ISO 15022 settlement and reconciliation messages.  

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.

Action (1): GROUP, to consider. 
2.
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) 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.

Ongoing (2): Euroclear UK & IE, to produce a ‘straw man’ for review by the group at the next meeting.
(2&3) Attendance at UK Funds MPG
(2) BGI to check if BGI representative attends.  Uncertain as the usual BGI attendee (Sally Orriss) is on leave at present.

Complete.  Sally Orriss was due to attend, but had to cancel at the last minute.
(3), SWIFT to contact UK Funds MPG co-chairs to see who has been circulated at BGI.

Both Sally and Prity Galoria have been circulated.  Ms Galoria is likely to be the main contact.
Action (3): SWIFTStandards, to distribute the minutes of the recent UK&IE Funds MPG to this group.
Action (4): JPMChase, to get feedback from the JPM representative at the meeting.

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 meeting was held on Tuesday 30th October.  Work continues on the outstanding actions, SMEs from custodians have take-aways and David Broadway of the IMA is talking to the investment managers regarding his actions.  

A further meeting will be held on 7th December with the objective to produce a concluding documentation  by the year end.
4
SWIFT Update on Derivatives
Full update held over to the December meeting.
5.
Update from Euroclear on Harmonisation
Euroclear UK & Ireland have issued the following statement:

QUOTE

Euroclear believes that the early adoption of ISO format messages by clients before the launch of each phase of the SP represents an opportunity for clients to reduce the risk of a market-wide migration as it would allow them to choose the timing of their move from proprietary messages.

Euroclear has previously proposed to align the existing ISO services of the legacy systems with the proposed SP ISO formats, as far as this was practicable. Specifically, for the EUI SP Custody release, amendments were proposed to the MT 564 corporate action notification message, and it was proposed to add the MT 566 corporate action confirmation message to the scope of the CREST ISO Service. For settlement activity, DvP and FoP instructions are already possible using the existing CREST ISO service, and it was proposed to add ISO messages to support Stock Loans and DBVs to that service.

While appetite remains strong for the early adoption of ISO messages in the settlement domain, clients concluded that  the high level of change to the corporate action messages was in effect a double migration in a domain where STP volumes are far lower, and many clients could not justify the added cost of the early move to ISO.

Accordingly, Euroclear plans to reduce the scope of the corporate actions early harmonisation to just the alignment of the MT 565 Corporate Action Election message with the SP format. This alignment will take place as part of the annual standards release (SR2008) in November 2008.

The scope of early harmonisation in the settlement domain will be further clarified in due course.

UNQUOTE.
Early adoption of ISO 15022 S&R messages remains an option, a consultation exercise will be carried out in the first quarter of 2008.

Action (5): Euroclear UK & IE, to get an update on status of the RMPG created for impacted markets, 
6.
Co-existence – Monitor of SMPG Approach
No change.

7
Update on any ISO Matters Relevant to S&R
See section 1 above.
8.
AOB
8.1. 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

The “pricing SEDOL currency” is understood to be the denomination currency.

Action (6): SWIFTStandards, to contact the LSE to determine what exactly differentiates the two SEDOLs.
Action (7): CUSTODIANS, to investigate.
8.2. 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.

Action (8): Citibank, to investigate further.
[Post meeting note – Citibank suggests that this is put on hold until further information is forthcoming from ISITC/IOA.]
8.3. 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

Action (9): Citibank, to determine if the (global) harmonised MP would not apply to these markets (as default).

In addition the global custodians: HSBC, Citibank, JPMChase and Bank of New York Mellon were happy to be quoted by SWIFTStandards as encouraging a market practice group in Qatar and UAE and HSBC offered to help by providing contacts in HSBC if it would help.
8.4. Place of Safekeeping and SDRT in CREST
It is rumoured that place of Safekeeping must be supplied for the SDRT calculation at CREST.

Euroclear UK and Ireland clarified that the SDRT changes introduced for MiFID have NO IMPACT on the data required in settlement instructions.
8.5. Minutes from the recent SMPG meeting
To be read and reviewed at the next meeting.

Action (10): GROUP, to prepare.

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

8.6. Christmas Lunch
Action (12): HSBC, to organise.

9
Future Meetings
The date of the next meeting is Tuesday 11th December at 14:00.  It will be followed by a small reception at the same venue:

SWIFTsc
7th Floor, The Corn Exchange
55 Mark Lane 
London 

EC3R 7NE
To confirm attendance please contact: Tim Taylor 

tim.taylor@swift.com.  

Telephone 0207 762 2026.

Nearest underground stations: Aldgate/Bank/Monument/Tower Hill

Outline 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
Future meeting dates for 2007 are on the second Tuesday of the month:

The next global SMPG meeting is scheduled for April 2008 in Paris.

11
Actions Carried Forward
	Number
	Who 
	What 

	(1)
	Group
	ISO 20022

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).

Group to consider.

	(2)
	Euroclear UK & IE
	Partials and Splits

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 latter.  Details to be addressed at a later meeting.

Euroclear UK& IE to produce a strawman.

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

to distribute the minutes of the recent UK&IE Funds MPG to this group

	(4)
	JPMChase
	UK Funds MPG Plenary 31st October 2007

to get feedback from the JPM representative at the meeting.

	(5)
	Euroclear UK & IE
	Euroclear Update on Harmonisation

to get an update on status of the RMPG created for impacted markets

	(6)
	SWIFTStandards
	ISIN and Multiple SEDOLs

to contact the LSE to determine what exactly differentiates the two SEDOLs.

	(7)
	Custodians
	ISIN and Multiple SEDOLs

to investigate.

	(8)
	Citibank
	Split Settlement

to investigate further.

	(9)
	Citibank
	Emerging Market MPs

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

	(10)
	Group
	Minutes from the recent SMPG meeting
to prepare

	(11)
	Co-chairs
	Minutes from the recent SMPG meeting
to examine in detail and respond by date issued by SMPG for all comments.

	(12)
	HSBC
	Christmas Lunch
to organise


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
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