RA ID : CR0667

Change Request
for the update of ISO 20022 financial repository items
A. Origin of the request:
A.1 Submitter: 
SWIFT Standards. 
A.2 Contact person: 
Janice E. Chapman (janice.chapman@swift.com) 
+32 (2) 6553390
A.3 Sponsors:
B. Related messages:

	
	Message 
	Identifier
	
	
	Message 
	Identifier

	1. 
	Redemption Bulk Order
	setr.001.001.04
	
	2. 
	Subscription Bulk Order Confirmation
	setr.009.001.04

	3. 
	Redemption Bulk Order Confirmation
	setr.003.001.04
	
	4. 
	Subscription Order
	setr.010.001.04

	5. 
	Redemption Order
	setr.004.001.04
	
	6. 
	Subscription Order Confirmation
	setr.012.001.04

	7. 
	Redemption Order Confirmation
	setr.006.001.04
	
	8. 
	Switch Order
	setr.013.001.04

	9. 
	Subscription Bulk Order
	setr.007.001.04
	
	10. 
	Switch Order Confirmation
	setr.015.001.04


C. Description of the change request:
In the Individual Fee sequence, in the Type element, add a code for ‘research fee’.
	Code
	Name
	Definition

	RESE
	Research 
	Charge or commission paid by the investor to a distributor/intermediary or other service provider for the provision of financial research.


The actual code, name and definition will be defined by ISO 20022.
D. Purpose of the change:

Through the Markets in Financial Instruments Directive (MiFID II), regulators are seeking greater transparency across the trading process, part of which may entail separating the costs of trading activity from research spend, in order to gain insights on the actual cost of the research. 

The following is an extract of the salient points from MiFID Article 59:

[1]
Investment firms having carried out an order on behalf of a client, other than for portfolio management, shall, in respect of that order: 

[a] 
promptly provide the client, in a durable medium, with the essential information concerning the execution of that order; 
[b]
send a notice to the client in a durable medium confirming execution of the order as soon as possible and no later than the first business day following execution or, where the confirmation is received by the investment firm from a third party, no later than the first business day following receipt of the confirmation from the third party.

[3]
In the case of client orders relating to units or shares in a collective investment undertaking which are executed periodically, investment firms shall either take the action specified in point (b) of paragraph 1 or provide the client, at least once every six months, with the information listed in paragraph 4 in respect of those transactions. 

[4]
The notice referred to in point (b) of paragraph 1 shall include such of the following information as is applicable and, where relevant, in accordance with the regulatory technical standards on reporting obligations adopted in accordance with Article 26 of Regulation (EU) No 600/2014: 

[m] 
a total sum of the commissions and expenses charged and, where the client so requests, an itemised breakdown including, where relevant, the amount of any mark-up or mark-down imposed where the transaction was executed by an investment firm when dealing on own account, and the investment firm owes a duty of best execution to the client 

It can be deduced that it should be possible to provide the relevant information either on the order confirmation or provide a report at least once every six months. With respect to ‘research fee’ we know that some funds institutions are already providing a report with this at least once every six months (as noted in the SMPG funds working group meeting in Dublin on 26-28 May 2017).  However, there is a gap, in that the message standard does not have Type code for ‘research fee’ in the Individual Fee/Type code list. This change request is therefore necessary to close this gap and allow conformance to MiFID at the level of the transaction in an order confirmation message.

E. Urgency of the request:

In the next maintenance of the funds order messages. It is understood that there is NOT likely to be a maintenance on the funds order message for the 2017/2018 maintenance cycle. Should there be a need for the specification of ‘research fee’ in the meantime, an interim solution will be proposed by the SMPG Investment Funds working group.
F. Business examples:
None.
G. SEG recommendation:

	Consider
	
	Timing

	
	- Next yearly cycle: 2017/2018
(the change will be considered for implementation in the yearly maintenance cycle which starts in 2017 and completes with the publication of new message versions in the spring of 2018)
	

	
	- 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: postponed to a future maintenance cycle. A tactical solution (work around) in the current version of the message will be defined by the IF WG of SMPG.
	Reject
	X


Reason for rejection:
2022: need to ask the SMPG Funds group if this CR is still relevant. If not ==> withdraw.

28Jun2022: SMPG review: recommendation to dismiss this CR as no business value to have RESE in order messages, (maybe in statements as RESE are applicable at holding).  Worst case scenario, we have ADDF for additional fees.
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