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Minutes of UK & IE Securities Market Practice Group 
14:00pm 9th October 2007

at Citigroup, London

· Attendees:

Barclays Global Investors Ltd
Jane Montana 

BNPParibas
Jorge Martins


Daniel Nevill

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

JPMorgan Chase Worldwide
Lynda McCartney, Co-Chair

Securities Services

Northern Trust
Peter Mahoney

RBC Dexia Investor Services
Eddie Casey, ISITC Europe Executive
SWIFTStandards
Tim Taylor

· Apologies from:

Bank of New York
Laura Hannan

Euroclear
Alan Bredin

Goldman Sachs Investment
Garry Ainsworth

Management

Northern Trust
Dave Faulkner

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. SR2008 Common and CA Maintenance Requests – Recommendation for UK Vote
3. Debrief from the SMPG meeting in October

Rolling Agenda Items

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

5. SWIFT Update on Derivatives

6. Update from Euroclear on Harmonisation

7. Co-existence – Monitor of SMPG Approach

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

9. 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) Coexistence – Monitoring of SMPG Approach
RBCDexia to also to keep this (coexistence) in mind when talking to Pip Evans on a separate matter. 
Closed.

(2) Partial settlement and split settlement instructions
Items where clarification required are:
· SR-06 Partial settlement and split settlement instructions.  Treatment of bulks/blocks in UK&IE to be resolved
Outcome - this point dropped by SMPG but the UK&IE are to consider how they communicate to people how bulks work in the market. 
Group: – discuss whether:

· a note should be added to UK&IE country document or; 
· a note should be added to the SMPG  block document or; 
· the UK&IE come in line with how other markets do bulks.
· SR-13 Processing change message.  What is the SMPG guidance on how this message is used in individual markets.  Should this be documented in national MP?
Outcome – To be monitored off-line.  Awaiting feedback from SMPG S&R co-chairs, UK&IE view is that NMPGs are to document the different processes applicable in their markets.

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.  Details to be addressed at a later meeting.

Ongoing (1)

(3) Introduction of MT530 at Euroclear
Euroclear to check if MT530 available earlier than 2010 in Euroclear.
Complete.  Confirmed with Kevin Wooldridge of Euroclear at the SMPG meeting in October that the MT 530 will NOT be available before 2010.
(4) Unitized bond global market practice
BGI/HSBC to check whether market data teams can identify an UK examples.
Complete.  No examples found in the UK&KE market.
(5) Pre-Advice hold release V5.0
JPMorgan to compare document to comments made at the last global meeting and raise any o/s comments with Alex Kech.
Complete.  All items resolved.  No changes required to the market practice.
(6) Attendance at UK Funds MPG
BGI to check if BGI representative attends.
Ongoing (2).  Uncertain as the usual BGI attendee (Sally Orriss) is on leave at present.
Follow-on (3), SWIFT to contact UK Funds MPG co-chairs to see who has been circulated at BGI.
[Post Meeting Note: Confirmed that Sally Orriss of BGI is on the circulation list.]
(7) Attendance at UK Funds MPG
JPMorgan to respond to Steve Wallace (UK Funds MPG co-chair).
Complete.  Steve aware an appropriate JPM attendee is being searched for.
(8) Updated Distribution List
SWIFT to add Alan Bredin to list.
Complete. 
2
SR2008 Common and S&R Maintenance Requests – Recommendation for UK Vote
2.1
COMMON Maintenance Requests
The Maintenance Working Groups’ (MWGs) view on the Common SR2008 CRs was considered from the document: 
<SR 2008_COMMON_MWG_Minutes_FINAL.doc>.  

The last but right column in the table gives the MWGs’ view, the right hand most column gives the final UK&IE SRT MPG view.  

There is no disagreement with the MWGs’ view.  No view required on CRs rejected by the MWG.

The common SR2008 CRs were reviewed from the document: 

<SR 2008_COMMON_Maintenance_Requests_v2.doc>

	No
	Raised by
	Title
	UK&IE S&R View


	MWGs

((
	UK

((-

	1
	SWIFTStandards
	MT 549, request for 506, 507 and 569.
	OK
	(
	(

	2
	LU
	Strike price -  Additional format option for field 90a
	Happy to restrict to CA msgs, non applicable to S&R
	(
	(

	3
	Eurobond Markets and NMPGs of FR and UK & IE
	Non-standard coupon ending date – Addition of field 22F::MICO codes
	OK
	(
	(

	4
	ISITC Corporate Actions Market Practice Group (US)
	Previous and next factors – Amendment of field 92a definitions
	OK
	(
	-

	5
	US, SWIFT National User Group
	MTn99 (599): Expansion of MT size and creation of a new 79 field format
	OK – Recommend additional format for field 79 of 70*50x ie not repetitive.
	(
	-

	6
	Euroclear Group and the NMPGs of France, Netherlands, UK & Ireland
	Greater precision of Preparation Date/Time
	OK
	(
	(


2.2
Settlement and Reconciliation Maintenance Requests
The Maintenance Working Group’s (MWG) view on the settlement and reconciliation SR2008 CRs was considered from the document: 
<SR 2008_S&R_MWG_Minutes_FINAL.doc>.  

The last but right column in the table gives the MWG’s view, the right hand most column gives the final UK&IE SRT MPG view.  

There is one disagreement with the MWG’s view on CR II.24.

	No
	Raised by
	Title
	UK&IE View
	MWGs

((
	UK

((-

	1
	SWIFTStandards
	MT 540, 542, 544, 546: Certification date, option B deletion
	OK
	(
	(

	2
	SMPG
	MT 548 : Processing change command status reporting
	OK, but ensure 24B Reason codes for REJT cover the reject of an MT 530

20070814 – Review of REJT reason codes in MT 548 suggests more will be required to cover all the functionality of the MT 530.

Query whether TPRC//PACK is final status, or further status (and reasons) will be sent out.
	(
	(

	3
	SMPG
	MT 540, 542, 544, 546: Split cash/securities settlement not allowed
	OK
	(
	(

	4
	ISITC North America
	MT 540-8: Accrual period start and end date for re-rate
	Undecided – more understanding of business case required (at the meeting)
	(
	(

	5
	FR S&R MPG supported by the Groupement des utilisateurs de SWIFT en France (GUF)/ French NUG-NMG
	MT 54x (and all MT with field :22F::SETR): “Pension Livrée”
	SWIFTStandards Qs:

1) No, they coexist

Others to be answered by FR

UK&IE view – OK
	(
	(

	6
	Euroclear Group and UK & IE
	MT 54x (and all MT with field :22F::SETR): Residual transaction type
	OK – expand definition to state payment is over CSD
	(
	(

	7
	SWIFTStandards (see similar request from  LU, item 0).
	MT 54x (and all MT with field :22F::SETR): Tri-party reverse repo
	Looks OK, but at a higher level, when would an MT 54x settle inx be used rather than an MT 527? (see II.8)
	(
	(

	8
	LU
	MT 54x (and all MT with field :22F::REPT): REPO and REPC
	See II.7
	(
	(

	9
	FR S&R MPG
	MT 540, 542, 544, 546: Capital gains and portfolio transfers
	required in statements too?  

(MT 535 etc)

Undecided – more understanding of business case required (at the meeting)
	(
	(

	10
	SWIFTStandards
	MT 542-7, 586: Balance type in settlement instructions
	required in statements too?  

(MT 535 etc)

See 9 
	(
	(

	11
	Euroclear Group and BE, NL and UK & IE
	MT 536-7: Include market claims transaction type
	OK
	(
	(

	12
	Euroclear Group and NL and UK & IE
	MT 544-8, MT 536-7: Audit trail for automated transformation outturns
	OK
	(
	(

	13
	Euroclear Group and NL and UK & IE
	MT 548-9, 537: Definition of ‘frozen’ status
	OK
	(
	(

	14
	Euroclear Group and NL and UK & IE
	MT 544-8, MT 536-7: Report tolerance matching to clients
	OK.

Open Q re 544-47, to be kept in line with approach to MT 548
	(
	-

	15
	Euroclear Group and FR, NL and UK & IE
	MT 548: Additional cancellation reasons
	OK
	(
	(

	16
	Euroclear Group and FR, NL and UK & IE
	MT 548-9, 537: Central generation of return leg for bilateral financing
	OK
	(
	-

	17
	Euroclear Group and FR and NL
	MT 544-9, 536-7: Central generation of transaction for removal of a security
	Agree with the business need, however, question the use of the MT 548.  Possible to use MT 508 Intra-position advice?

Don’t agree with SWIFTStandards comment (eg may be ‘creation’ of a residual)
	(
	-

	18
	Euroclear Group and NL and UK & IE
	MT 548-9, 537: Additional reason code for pending transactions
	OK
	(
	(

	19
	Euroclear Group and NL and UK & IE
	MT 524: Standard features for intra position movements
	OK
	(
	(

	20
	Euroclear Group
	MT ???: Intra-position movement status
	Agree business need, unsure of solutions
	(
	-

	21
	Euroclear Group and BE
	MT 540-7: Collateral eligibility indicator
	OK
	(
	-

	22
	LU
	MT 544-8, 536-7: Tri-party transaction references
	Undecided – need more info on business case and model.  Important that EoC and CS processes do not require different market practices
	(
	(

	23
	LU
	MT 544-8, 536-7, 578, 586: Principal adjustement
	Undecided – need more info on business case and model.  Important that EoC and CS processes do not require different market practices
	(
	(

	24
	NL
	MT 548-9, 537: Addition of new Pending Processing reason code
	Latest status is the current one – so query business need.

Unclear what status would apply if the previous status now no longer valid

NO VOTE – NO BUSINESS NEED
	(
	(

	25
	NL
	MT 540-3: Contingent upon linkage
	Query why use of AFTE in linkage sequence is not sufficient?

If accepted will Linkages MP change?
	(
	-

	26
	SWIFTStandards
	MT 540-3: sending of copy to account owner
	Business need agreed.  Unsure of message proposed.  (also see case 17)
	(
	(

	27
	SWIFTStandards
	MT 540-3: Value date deletion
	OK
	(
	(

	28
	NL
	MT535, adjustment conditional rule on price
	OK
	(
	(


3
Debrief from the SMPG meeting in October
3.1
Standards Forum
Some extracts from SIBOS Issues:

QUOTE

The dedicated two-day Standards Forum kicked off on Wednesday with partici​pants reacting enthusiastically to what one described as “the workshop atmosphere where we are discussing specific issues that we can start resolving.”

The sense of working through issues rather than simply talking about them was echoed by Kevin Wooldridge, head of communication and standards, Euroclear. “Discussions have got increasingly more interactive, “he noted. “Quite often the role of a conference like Sibos is to edu​cate. The standards Forum allows us to get a number of experts around a number of tables and really try to address the issues; to use the gathering of minds to improve things rather than raise awareness among a less informed audience.”

A lively Standards Forum session on Thursday considered whether Service Oriented Architecture (SOA) could be the magic bullet in transforming yesterday’s ossified legacy silos into tomorrow’s slick, straight-through enterprises.

In addition to Richard Soley chairman & CEO of the Object Management Group (OMG) and Stephen Lindsay, SWIFT, the Standards Forum panel included Oliver Kling, solution architect, Financial Serv​ices, SAP, John Mesberg, vice president, WebSphere Services & Support Software Group, IBM and Johan Smessaert, head of Enterprise Architecture, ING. They were unanimous in seeing SOA as an enabler of business agility.

Hovering in the wings was TARGET2 Securities (T2S), which would, if approved by the ECB and implemented, lead, by 2013, to an environment where there was a single book entry transfer system for all euro-denomi​nated securities, with a single collateral pool and a maximum book entry fee of EUR 0.24 per trade. [Andrew] Muir [SWIFT Markets reform Team] rounded his comments by pointing out that T2S would of course meet the SWIFT standards already established and adopted by many market infrastructures in Europe. The cost savings from implementa​tion of such an initiative would indeed be dramatic.
“So why is the ECB proposing the TARGET2 Securities (T2S) project?” was the direct opening question that moderator Marcel Jongmans, CEO global brokerage, clearing and custody, Fortis posed to Daniela Russo, deputy director general, payment systems and market infra​structure, ECB; thereby beginning an hour long discussion about the potential benefits and drawbacks of the proposed initiative. If the end result of the session on the rede​sign of the European settlement landscape was inconclusive, at least the audience was treated to a vigorous debate by individuals with a clear interest in the outcome.

Russo began her defence of the initiative by highlighting three drivers. “First” she said, “it is clear that the level of integration of the infrastructure in Europe is insufficient, with too many CSDs.“ Warming to her theme she continued, “if the CSDs were truly interoperable that might be OK, but there are in fact very few links between them and some still have no links outside their own country. Work to remove the Giovannini barriers had been good at iden​tifying solutions but ineffective in terms of implementation.” Finally she added, “A sin​gle platform, operated by a neutral provider, would probably mean quicker implementa​tion by an institution that already enjoys a good reputation for delivery.”

Needless to say not everyone on the panel thought such a positive picture was realistic. Katja Rosenkranz, member of the executive board business strategy, Clearstream Inter​national, was the first to suggest that T2S was not necessarily the definitive answer. She indicated that Clearstream supported the desired outcome but she voiced “some doubts about the achievability of the cost reduction targets.” She was also concerned that the governance arrangements did not allow for sufficient representation by CSDs. Finally, as the largest collateral manager in Europe, Rosenkrantz felt that attempts to standardise and harmonise collateral management could deliver many of the sup​posed benefits of T2S much more quickly.

Rosenkranz also mentioned the fact that T2S specifically does not include asset servicing, a theme that was expanded upon more fully by Pierre Slechten, chief executive officer, Euroclear France. “I understand that keeping T2S out of the custody business was perhaps necessary to encourage the support of CSDs for the initiative. It also keeps the implementation relatively simple. However, the decision does raise questions about how things will develop and the overall efficiency of the solution of clearing and settlement in Europe.” These questions included a loss of the natural synergy be​tween custody and settlement in areas such market claims and entitlements, the fact that CSDs may not be able to reduce fees even after they have outsourced settlement to T2S and the fact that the CSDs and T2S would need high levels of interoperability.
UNQUOTE

More available on www.swift.com.

3.2
SMPG Meeting – General Session
Noted that there will be further detailed sessions on the reverse engineering of the ISO 15022 S&R and CA messages to ISO 20022 at the SMPG meeting in April 2008.
3.3
SMPG Meeting – S&R WG
The remarks following will be superseded by the official minutes.

	Item no
	Brief description
	Comment from SMPG Meeting - Boston 

	SR-01
	Derivative settlement MP – Draft market practice review
	Derivatives MP to be reissued 

	SR-05
	S&R Factored securities – US to document MP
	MP published on 1st October leaving insufficient time to review.  To be reviewed for Spring meeting.  How to document market differences to be determined.

	SR-06
	Partial settlement and split settlement instructions 
	Partials agreed sometime ago.  UK comments on split now included, new version to be reviewed and agreed.  Splits will then be included in the Partials MP.

	SR-08
	Portfolio transfer market practice
	Future version of the document to be issued to address lots/tax.

	SR-10
	Securities lending settlement instructions
	Withdrawn

	SR-11
	MT 535 - Place of safekeeping usage clarification 
	Postponed for now pending input from ECSDA on PSET issues

	SR- 13
	Processing change message
	UK&IE comments included and taken up including the nomination by market of what is supported 

	SR-15
	Cash/securities split delivery usage clarification
	Comments taken on board - Awaiting new version of documentation 

	SR-16
	Unitized bond global market practice
	Markets concerned to take this forward and create a task force

	SR-18
	SMPG website improvement
	Links to main MP documents to go on first page.  National convenors to be given password in order to be able to post comments on the discussion board

	SR-23
	ISO 20022 updates
	ISO 20022 website now linked from smpg.info

	SR- 26
	Buy-in MP
	Many different ways to do this.  NMPGs to document

	SR-27
	Place of listing usage
	Documentation awaited.  Kevin Wooldridge to take forward 

	SR- 28
	MT 536 and 537 MP update
	Awaiting revised document in style of MT 535

	Items from the pre-SMPG meeting telco

	
	
	AFTE qualifier to be mandated with immediate effect

	
	
	Use CANC – NEWM or MT 530 to amend splits – covered under SR13

	
	
	MT 548 documentation to be updated to cover inferred matching

	New Items 

	
	
	Market Practice template OK

	
	
	Common Elements OK

	
	
	Pre-Advice/Holding template  OK

	AOB

	
	
	Impact of GioB1 on S&R to be prioritised for the Spring meeting of SMPG

	
	
	REPO MP  - wording for TPOU agreed for inclusion in MP doc. and on request of US, CALL will be revisited to cover advising a closing date on an open ended repo 

	
	
	Linkage MP (see AFTE above) and ES, IT  and GR markets need references of both involved txns when linkage used (?!) ;-).  Alex Kech to investigate

	
	
	Timed Deposits – MT 321.  US to produce an MP – possibility to harmonise with UK MT 321 MP?

	
	
	CSD – CSD MP being produced by ECSDA WG6

	
	
	UTC – Kevin Wooldridge to document for next meeting

	
	
	Deactivated BICs now more of an issue since the SWIFT BIC updates changed from quarterly to monthly.  Finding that BIC may be invalid by the time the statement (MT 536) is produced


5
Update on the Meeting on 13th December on ‘Settlement’ of Funds/Mutuals/Unit Trusts in General in the UK, IE and Other Markets
A further meeting will be held on Tuesday 30th October.
6
SWIFT Update on Derivatives
Full update held over to the November meeting.
7.
Update from Euroclear on Harmonisation
Held over to November meeting.
8.
Co-existence – Monitor of SMPG Approach
No change.
9
Update on any ISO Matters Relevant to S&R
To take place at November meeting – Kevin Wooldridge of Euroclear and chair of IST12/4 (TSC) to attend the November meeting.
10.
AOB
Daniel announced that this would be his last meeting as he is leaving BNPParibas.
11
Future Meetings
The date of the next meeting is Tuesday 13th November at 14:00 
Barclays Global Investors Limited

Murray House

1 Royal Mint Court

London 

EC3N 4HH

To confirm attendance please contact: Jane Montana jane.montana@barclaysglobal.com.  

Telephone 0207 668 8230.

Nearest underground station Tower Hill

Outline 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
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
	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.

	(2)
	BGI
	Attendance at Fund NMPG

To check if BGI representative attends

	(3)
	SWIFT
	Attendance at Fund NMPG

to contact UK Funds MPG co-chairs to see who has been circulated at BGI.


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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