RA ID: CR0041

Change Request
for the update of ISO 20022 financial repository items

Change Request Name:
Threshold type at instruction level
	A. Origin of request

	Submitter: Deutsche Bundesbank
Contact Person: Dirk Kienitz, Email: Dirk.Kienitz@bundesbank.de,  Tel: +49 69 9566 3803
Requesting Group: Deutsche Bundesbank on behalf of 4CB for TARGET2-Securities (T2S)

	B. Related Messages

	SecuritiesSettlementTransactionInstruction (sese.023.001.01)
SecuritiesSettlementTransactionStatusAdvice (sese.024.001.01)
SecuritiesSettlementConditionsModificationRequest (sese.030.001.01)

SecuritiesTransactionPendingReport (semt.018.001.01)

SecuritiesTransactionPostingReport (semt.017.001.01)

	C. Description of the Change request

	Business Context:

In the context of settlement optimisation and auto-collateralisation, T2S shall only submit transactions for partial settlement if they meet one of the 2 thresholds criteria, cash value or quantity of securities. Thresholds applicable to partial settlement must be expressed in cash value or in quantity of securities. The threshold in cash value determines the numeric value under which no partial settlement should take place. The threshold in quantity of securities determines the quantity of the underlying security under which no partial settlement should take place. [User Requirements T2S.08.290 and T2S.08.300]
Nature of change:
Several cases therefore need to be reflected in the message: Partial settlement allowed with cash value threshold, partial settlement allowed with minimum quantity of securities threshold, and no partial settlement at all. (third point covered by the Y/N indicator).  These cases may be satisfied by a single partial settlement indicator with the values ‘Yes’, ‘Yes – Cash Value’, ‘Yes – Quantity’ or ‘No’.

The actual minimum cash value and minimum quantity of securities will be defined within static data. The message only needs to reflect which threshold to apply in case of partial settlement (if partial settlement is authorised).



	D. Purpose of the change

	General T2S business context background and community of interested users:

The cross-border and domestic settlement of securities against central bank money requires harmonised and standardised messages as a part of an effective and efficient communication. The current European post-trade sector is fragmented into multiple national markets. This lack of integration implicates a significant cost burden and inefficiency of cross-border wholesale transactions, and a very significant inhibition of retail transactions. To address this issue at European level, the consolidated, harmonised and non-profit platform TARGET2-Securities (T2S), which will provide settlement services to the Central Securities Depositories (CSDs) and their participants, will be delivered by the Eurosystem to the market by 2013.
The scope of this request covers the maintenance process of ISO registered messages which shall be used by T2S. These messages shall be used for the communication of the system with its users, namely Central Securities Depositories (CSD) and CSD participants as well as other platforms such as collateral management platforms and RTGS systems.
Specific benefits of this change request:

With such a change the instructing parties will be provided with the possibility to choose which harmonised threshold to apply or whether the instruction should be excluded from partial settlement. The T2S community identified that the application of a single threshold type (i.e. in quantity of securities or in cash value) for all instructions eligible for partial settlement could introduce additional, although different kind of risks to different securities market participants. In order to meet different business requirements, the T2S community agreed on two threshold types and a common business value per threshold type. 


	E. Urgency of the request

	Default

(All change requests submitted by June 1st will be considered for development in the following yearly ISO 20022 maintenance cycle which completes with publication of new message versions in April/May of the following year)


	F. Business examples

	The choice of the threshold type or even of the instruction’s participation in partial settlement would depend on the business requirements of the instructing party.

The business requirement of a CCP is to settle as much as possible at the end of the day. Therefore, it would choose to settle its instructions partially, if needed, and the threshold would be based on quantity of securities (business value: minimum settlement unit and settlement unit multiple). In some markets, the CCP sends instructions on behalf of its participants to the settlement platform, while in some other markets, however, the CCP mandates its participants to send their instructions by themselves. In addition, there could be investors, who would also prefer to settle as much as possible and therefore the possibility to choose a threshold type, mainly applicable to CCP instructions, should be open to everyone.

The business requirement of retail investors is to fully settle or at least a commercially viable settlement amount of the instruction at the end of the day. If the settlement amount of the instruction is higher than the commonly agreed threshold in cash value, the bank of such a retail investor would either choose to opt out from the partial settlement (partial settlement indicator set to “No”) or apply a cash value threshold.
The T2S community has also agreed to apply a conservative approach on partial settlement, i.e. if one party has opted out from partial settlement or chosen a cash value threshold, then this will be applicable also to the counterpart. The default principle is partial settlement with threshold of type cash value.         


G. SEG recommendation:

This section is not to be taken care of by the submitter of the change request. It will be completed in due time by the SEG(s) in charge of the related ISO 20022 messages. 

	Consider
	
	Timing

	
	- Next yearly cycle: 2010/2011
(the change will be considered for implementation in the yearly maintenance cycle which starts in 2010 and completes with the publication of new message versions in the spring of 2011)
	
	Priority: 

high 

medium 

low

	
	- At the occasion of the next maintenance of the messages
(the change will be considered for implementation, but does not justify maintenance of the messages in its own right – will be pending until more critical change requests are received for the messages)
	

	
	- Urgent unscheduled
(the change justifies an urgent implementation outside of the normal yearly cycle)
	
	

	
	- Other timing:
	


Comments:

	Reject
	Y


Reason for rejection:

Not clear from a business perspective why a participant would want to set up a threshold in static data and then choose to ignore it dynamically.
SEG recommends waiting for MWG decision.
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