Business Justification
for the development of new ISO 20022 financial repository Items

A. Name of the request:

TARGET2-Securities (T2S) messages

B. Submitting organization:

Deutsche Bundesbank on behalf of the 4CB

Wilhelm-Epstein Straße 14

D-60431 Frankfurt am Main

Germany

SWIFT s.c.r.l.

Avenue Adele 1,

B-1310 La Hulpe

Belgium

C. Scope of the registration request:
The scope of this request covers the registration of ISO 20022 standard messages used by a multi-country market infrastructure (i.e. TARGET2-Securities [T2S]) for cross-border and domestic settlement of securities transactions against cash for the financial instruments, business areas and business processes listed below. These ISO 20022 standard messages will be used for the communication of the settlement service ie, T2S with its users, namely Central Securities Depositories (CSDs) and CSD participants as well as other platforms such as collateral management platforms and RTGS systems. 
Information on the business functions (= T2S message functions) which will be covered by the development of messages can be found in Annex 1.

The message needs which are described here might also be required by similar systems or market infrastructures as there are other projects ongoing in the securities settlement sector and other financial sectors besides T2S. That is why the submitters see a benefit in standardising these messages and making them reusable for other institutions. 
	Financial instruments
	All instruments covered by the Classification of Financial Instruments
[CFI] standard (ISO 10962)



	Business areas
	Securities Settlement (sese)
Payments, Clearing & Settlement (pacs) & Cash Management (camt)
Collateral Management (colr)
Account Management (acmt)
Reference Data including Security Reference Data, System Reference Data and Party Reference Data (reda)
Securities Management (semt)
Administration including Billing, Calendar/Diary (admi)


	Business processes
	Settlement & Reconciliation processes 

Liquidity Management processes 
Collateral Management processes supporting settlement activity 
Cash and securities account management 

Parties and systems reference data 
Securities reference data management
Administration processes
Please note: All the above mentioned business processes also include reporting as well as related query and response.



	Out of Scope
	Securities Issuance

Custody Services (management of corporate events and lending and borrowing) 

Securities Clearing

Collateral Management (not related to settlement processes such as tri-party collateral)



The co-submitters propose that the Securities and Payments SEGs or a combination of both are the most appropriate to evaluate the messages which result from this business justification.
C.1 Notes related to the scope
The high level gap analysis document in Annex 1 shows all of the T2S message functions which we anticipate will be covered by either existing ISO 20022 messages or new messages developed under the umbrella of this business justification. Should existing ISO 20022 messages need to be amended to address T2S requirements, separate Maintenance Change Requests will be submitted, on top of this business justification which covers only new message development. Any message in the scope of this business justification can be used independently from each other.

C.2 Complementary information related to messages in the scope

A first analysis of the message needs of the future T2S service has been carried out. Details of this high level gap analysis can be found in Annex 1.  In summary, the following business areas will require the development of new messages:
Settlement & Reconciliation
· Taking into account the candidate ISO 20022 Settlement and Reconciliation messages currently reviewed by the securities SEG and the new business justification submitted by SWIFT Standards as a result of the reverse engineering project for Securities Settlement Modification/Replace & Allegement Response, the only remaining gap identified at present for Settlement & Reconciliation is the need for a message giving the audit trail of what has happened to a settlement instruction during the processing lifecycle. 

Liquidity Management
· Whenever a liquidity management operation (eg. cash transfer) cannot be executed, an alert is sent by the settlement service to the relevant payment bank, National Central Bank (NCB) and/or CSD.
· Whenever a cash balance query cannot be processed (eg. for technical reasons), a cash error message is sent by the settlement service to the relevant payment bank, NCB and/or CSD.
· Whenever a cash movement (triggered by a securities operation) has to be reflected in the RTGS system, a notification is sent by the settlement service  to the relevant RTGS system.
Collateral Management

As mobilisation of collateral can be required for the settlement of a securities transaction, a communication between the settlement service and the collateral management platform is required.
· The collateral management platform will inform the settlement service of the set of eligible assets on a regular basis.

· Also on a regular basis, the collateral management platform will update the settlement service on the value of the securities placed in collateral.

· The collateral platform will also validate close links
 and inform the settlement service.
Reference Data

Account management

· A participant can send a request to the settlement service to create static data entries related to the opening of a securities account. Similarly, the participant will request the settlement service to create static data entries related to the opening of cash account. For further analysis, the ISO 20022 account opening messages that already exist and the ones that are currently under development will be taken into account.
Securities, Party and System data management

· A participant can request the settlement service to create static data entries related to parties (ie. CSD participant), securities and system data (e.g. set up of a system user, set up of market deadlines and restrictions, etc). 

· The participant will also request the settlement service to create static data entries related to liquidity providers (i.e. NCB participants).

For all static data entries: 
· The participants of the  settlement service (a CSD or NCB in the case of T2S) can request to maintain static data entries as mentioned above, either closing entries or updating the value of these entries.

· They may also request to block and unblock static data entries as mentioned above. By this we mean that a user can suspend activity on a particular security, account or party.
· In return, the settlement service will provide the CSD with a status related to the maintenance or blocking/unblocking of static data, as well as an end-of-day report.

· In pull mode, the participant will query data from the settlement service related to above entries and get back responses with the relevant data.

Administration
Calendar and Diary
· Throughout the settlement day, the settlement service will send information about events to its participants (in the case of T2S this may be a  CSD or a participant of the CSD). These events can be the start (or the end) of a period, a cycle or an activity. For further analysis, the existing ISO 20022 message “SystemEventNotification” will be taken into account and this may result in maintenance requests or the development of new messages.
· The participant can query the calendar and diary of events of the settlement service at any point in time.
Billing
· The participant can query the billing data or the billing data report produced by the settlement service for settlement activities.

C.3 High Level flow diagram

The following diagram shows information flows between the most usual market participants in the securities industry. It does, however, not reflect all possible constellations. 
Legend:
The yellow marked flows represent the in-scope business areas.
The blue area represents the Eurosystem applications that are in use or foreseen in near future.
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The following diagram illustrates in more detail a sample of message flows between the settlement service and a participant. We have taken the securities reference data as an example. But the flows are also valid for party reference data, account reference data and system reference data. An outline of the expected functions and messages for the latter areas can be found in Annex 1. A complete set of all flows will only be available once the requirements have been fully documented and modeled. The below illustrates an example between T2S and a CSD but this could apply to other platforms and their participants.
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D. Purpose of the new development:

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. One of the measures to address this issue at European level is the development of the consolidated, harmonised and non-profit platform TARGET2-Securities
T2S and its parties are committed to using ISO 20022 standards to support all of their communications as described above. At present the existing suite of ISO 20022 messages is incomplete, so additional messages are required to enable full communication using ISO 20022. If ISO 20022 only partly meets the needs of the community of users mentioned in section E, they will have to support a combination of non ISO 20222 and ISO 20022 messages. This represents an additional burden and cost which could be alleviated or lessened through the development of a full suite of ISO 20022 messages. Therefore, there is at least a “European need” for such message standards and potentially a global need from other market infrastructures in the US, Asia and Emerging markets.

Further background information relating to T2S can be found in Annex 3.

E. Community of users
It is envisaged that the community of users who could use these messages will go well beyond those who are impacted by T2S. The messages will definitely be used by T2S parties as described below, but custodians, brokers, CSD’s, CCP’s, NCB’s and other financial institutions will all benefit from the creation of these ISO 20022 messages. The community of users may also differ depending on the business area. For example, in the case of securities reference data, data vendors and providers could also use the resultant ISO 20022 standards.

The main benefit for the users is that they will be able to use ISO 20022 standards to support all of their activities related to T2S. Being able to use the same standard across multiple business processes should help reduce costs.
For illustrative purposes, the institutions listed below have shown an interest in using the ISO 20022 messages in their communication with the T2S service:
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In addition, payment banks and directly connected users are expected to use the T2S service for their settlement activities or the settlement activities of their customers and in consequence are also potential users of the future messages.

F. Timing and development:

The new ISO 20022 messages which will result from this business justification will be used by the T2S service, which will be delivered to the users in 2013. The candidate messages would most likely be submitted to the Registration Authority (RA) in the second half of 2011. The submitting organisations acknowledge the scale of development covered by this business justification and are fully committed to working with the RMG and appropriate SEGs to ensure that the effort of reviewing and approving the resultant models and schemas is balanced over that period of time.
The objective is to develop messages based on requirements provided by the T2S community (CSDs, Banks, Market Intermediaries) and the Eurosystem (i.e. 4CB, ECB and NCBs) and enriched by a wider community including participants of US markets, Asian markets and Emerging markets. The messages will be developed in collaboration by the 4CB and SWIFT, with input from market participants.
The development  of new ISO 20022 messages in support of T2S will take into account the existing ISO 20022 messages as well as the other ISO 20022 development projects focusing on the same business processes. Additionally, the co-submitters will reuse the ISO 20022 Financial Instrument Business Information Model defined by the ISO Working Group 11 when developing the securities reference data messages used by T2S and will specifically investigate interest of FPL and FISD to get involved in the development of reference data messages.
G. Commitments of the submitting organization:
The 4CB and SWIFT confirm that they will:

- 
undertake the development of the candidate ISO 20022 message models that they will submit to the RA for compliance review and evaluation. The submission will include Business Process Diagrams (activity diagram), Message Flow Diagrams (sequence diagram), Message Definition Diagrams (class diagram), and an example of valid XML instances of each candidate message and other descriptive material that will be used by the RA to generate the Message Definition Report;
- 
address any queries related to the description of the models and messages as published by the RA on the ISO 20022 website.
The 4CB and SWIFT are also committed to initiate and participate in the future message maintenance.

The 4CB and SWIFT are planning to organise a pilot testing.
The 4CB and SWIFT confirm their knowledge and acceptance of the ISO 20022 Intellectual Property Rights policy for contributing organizations, as follows.

 “Organizations that contribute information to be incorporated into the ISO 20022 Repository shall keep any Intellectual Property Rights (IPR) they have on this information. A contributing organization warrants that it has sufficient rights on the contributed information to have it published in the ISO 20022 Repository through the ISO 20022 Registration Authority in accordance with the rules set in ISO 20022. To ascertain a widespread, public and uniform use of the ISO 20022 Repository information, the contributing organization grants third parties a non-exclusive, royalty-free license to use the published information”. 

H. Contact persons:

Deutsche Bundesbank (on behalf of the 4CB):

Christoph Heid (christoph.heid@bundesbank.de)/ Dirk Kienitz (dirk.kienitz@bundesbank.de)

SWIFT:

Alexandre Kech (alexandre.kech@swift.com)/ Juliette Kennel (Juliette.kennel@swift.com) 
I.
Comments from RMG members and disposition of comments by SWIFT and Bundesbank on behalf of the 4CB 
Comments from France and disposition of comments:
We welcome the submission of an ISO business justification from the 4CB in relation to the Target 2 Securities project and we are very much in favour of the adoption of international standards for the messaging flows that are required within the scope of the project. However, we have a certain number of comments relative to the request, which we set out below:

We would just like to remind the French community that this business justification is a co-submission from the 4CB and SWIFT.

Scope of the request

· As a significant part of the audience reading this business justification is situated outside of Europe and that even within Europe certain readers will be unfamiliar with the structure and the objectives of the Target 2 Securities project, we would suggest providing such general information at the beginning of the business justification, as an introduction, and not, as at present, in other parts of the document (paragraphs C3 and D, notably).

General information contained within this business justification on T2S and a reference to additional information pertaining to T2S has been added to a new Annex 3 . We appreciate the need for readers to have an understanding of T2S but would also like to differentiate between the business reasons for the creation of T2S versus the justification for the creation of new messages in support of business processes which T2S, among others, will support. The focus of this business justification should be on the latter.

· The business justification as submitted is very ambitious in its scope. Indeed it covers 7 business areas and 6 business processes that are quite different in nature. We note that certain elements included within the business justification concern more particularly securities processing requirements, other elements are more closely linked to reference data management and a further set are more related to administrative requirements such as account management and billing. 

So that each of the diverse requirements can be analysed on its own merits, we would strongly suggest that the business justification be broken down into its key parts and that a separate business justification be submitted for each key part.
The pros and cons of splitting the business justification in several parts were considered before submitting it. The co-submitting organisations decided to keep a single business justification for the following reasons:

· T2S is committed to using ISO 20022 standards to support all of its processes and therefore having one business justification to cover the entire scope makes sense.

· Though the impact of having one business justification is that the scope is broad, it affords the reader with an overview which would be more difficult to get if there were separate business justifications being reviewed in isolation.
· Furthermore, it appears that the level of analysis conducted so far is not the same for each of the business areas / business processes. Notably the analysis concerning ‘settlement & reconciliation’ (C2, item 1) is more complete and “does only show two gaps in this area”. For such an item where gaps with existing 20022 messages are few, we would suggest addressing a maintenance request to the appropriate forum in charge of such messages rather than including the item in the scope of the business justification.
In line with the ISO 20022 process, the co-submitting organisations will provide maintenance change requests where changes are needed to an existing ISO 20022 message. Where new messages are needed, even if this is in an existing business area such as settlement, this business justification only covers new message development needs. 

· Splitting the current BJ into 2 or more separate documents would:
· Enable approval or requests for adjustment to be made for each separate business justification without hindering the progress of work on the other parts of the requirement

We do not think that having one single business justification inhibits the process of making amendments where necessary.

· Enable the different elements of the requirements to be handled by separate expert groups of persons within business validation groups and within the securities SEG or other SEGs, as appropriate

Having one business justification is not expected to inhibit the RMG and SEG’s from agreeing an allocation of responsibilities. The co-submitters have indicated in section C – Scope, their opinion about  the most appropriate SEG(s) for the different business areas included in this business justification.

· Facilitate the organisation of cross-competence validation / working groups or SEGs for requirements that potentially concern a wide segment of the financial sector (and not just securities post market specialists) such as ‘administration including billing, calendar/diary (admin)’. 

This is up to the RMG and the SEGs to decide. We don’t think a single business justification will prevent the SEG(s) from combining required expertise in a single or several Evaluation Teams at their convenience, and/or to involve the newly created Cross-SEG Harmonisation group. In our opinion one single business justification would ease the process of cross competence validation as it gives an overall picture of all associated flows and scopes. 

· Permit to identify certain business areas or processing flows that would possibly not require the (immediate) development of an international standard as very much specific to the functioning of Target 2 Securities.  This would not hinder such flows from re-using elements of the ISO 20022 data dictionary as would be deemed useful and desirable.

The intention is that T2S will use ISO 20022 standards for all of its processes. The co-submitters acknowledge that some messages will initially have a broader reach than others but nevertheless, there are already cases in ISO 20022 where messages seem to be for a specific institution or country but may well have a broader reach. In any case, it makes sense for all messages to have a common basis in the ISO 20022 dictionary as this will result in harmonisation of data types, codes and values across messages, for the direct benefit of future users.

· Distinguish between requirements that would entail the development of a new set of messages (and thus following the full business justification process) from those requirements that pertain more to maintenance of existing flows that could be dealt with by the maintenance group of the initiator of the flow types.

As mentioned in C.1, this business justification covers only development of new messages and not maintenance requests which would be issued separately.

· In line with the comments above, we identify a risk in leaving the present business justification too open ended (quote : “should further analysis result in the need of additional new messages covering the business processes mentioned above, they will fall in the scope of this business justification.”). Indeed, when the finalised BJ will be submitted for vote (YES, NO or ABSTAIN), the risk is that readers would not be in a position to make a decision. To ease this process: 

· The analysis of the various requirements and their presentation in the BJ should be sufficiently detailed to minimise the risk of needing to add later further items;

· Requirements of a similar nature (i.e. within a same business area or overall process) could be grouped within dedicated business justifications. 

All messages needed for T2S (including new messages covered by this business justification and change requests to be covered by separate maintenance change requests) are described in the high-level gap analysis document of the 4CB (see reference in the annex). If in the course of our current analysis a message cannot be maintained and a new message needs to be created, this additional new message will fall under the scope of this business justification. Therefore, the risk mentioned above is limited to the overall message scope described in this business justification and detailed in the high level gap analysis (see Annex 1).

Complementary information related to messages in the scope

· The separation of requirements in to a set of business justifications, rather than one single business justification, would give the opportunity for the submitter to further detail each set of requirements providing, when useful, the relevant processing charts.

A more detailed description of all the flows will only be available once business modelling has progressed further. Furthermore, having one business justification instead of splitting it will not inhibit the co-submitters from providing such detail once available.

Community of users

· At first sight, it would appear that for certain requirements such as:

· Data maintenance

· Events (start of cycle, etc.)

· Billing

The community of users potentially concerned could be larger than the potential users of the T2S system (i.e. CSDs, NCBs and commercial banks). Within the pure scope of T2S, it would seem that potential users or more widely involved parties could also include central clearing houses, stock exchanges / trading platforms, issuers and possibly registrars. 

We agree and have made the list of parties less restrictive as in reality, these messages will be used by others outside of T2S so we cannot say for certain at present, who will/will not use the messages in addition to T2S parties
Other

To be noted that there is another ISO business justification currently in circulation, submitted by the French Swift User Group (GUF: “Groupement des Utilisateurs de SWIFT en France”) that is also focussed on the subject of changing and verifying account information. It is suggested that 4CB check for the existence of any overlap between the two business justifications.

We are currently checking the ISO 20022 candidate messages for electronic bank account management which has been submitted by SWIFT for overlap. When candidate ISO 20022 messages will be available for the GUF business justification within the timeframes for T2S, this will also be considered.

As an annexe, it would be useful to map the message sets and T2S functions to the relevant chapters / requirements (as presented in annexe 1 of the current business justification) within the T2S User Requirements documentation and/or the T2S General Functional Specifications. This would help readers to cross check the underlying T2S requirements with those presented in a, or several, relevant ISO business justifications.

 In your previous comments you have suggested that we differentiate more clearly in the business justification between requirements for T2S versus requirements for ISO 20022 messages supporting T2S. We agree with this point and therefore the proposed annex can be done outside of the framework of an ISO 20022 business justification and the 4CB will look into this.

Comments from the UK and disposition of comments:
The UK welcomes and supports a submission from the Deutsche Bundesbank and SWIFT for ISO 20022 securities messages for use in the context of T2S. The UK believes that a large infrastructure project of this nature provides a unique opportunity to set the future standard for electronic communications between financial organisations.

Just as a point of clarity, the co-submission is from Deutsche Bundesbank on behalf of the 4CB together with SWIFT.

However, the UK has a number of concerns regarding the presentation of the submission as it stands.

First, the business justification as submitted is at too high a level for the RMG to make an informed decision as to the accuracy of the scope expressed therein. For example, while a single high level flow diagram is included in the business justification, the flows and actors associated with each business area are not adequately explained. For example, listed in the Annex on page 10 are a number of messages to do with security management. It is not adequately explained how ‘security maintenance status’ differs from ‘security maintenance confirmation’, who is required to send what, and any other flows associated with them. Is it possible, for example, to request a ‘security maintenance status’?

The business justification is the definitive document that will allow members of the SEG to determine if the submitted messages are covered by the scope of the approved business justification. The UK are not convinced that the BJ as it stands will allow the SEG to make that judgement.

The business justification is submitted in order to provide the ISO 20022 community with information on the intention to build new ISO 20022 messages in support of particular processes. The detailed analysis and modelling has not been completed at the time of submission and therefore the co-submitters have kept it at a high level. This is also in line with the business justification template which states:“it is understood that, in case of a new development, it may not be possible yet to describe all of the information flows, business transaction and message set to be created”.. 

Annex 1  has been amended to show  additional detail on all of the functions which are part of the scope of this business justification. We hope this helps provide additional clarity to those reviewing this business justification and we remain at your disposal to provide further clarity where needed.

Second, the RMG is required to satisfy itself that no ISO 20022 message already exists to cover the proposed scope of the new submissions. The lengthy list of T2S functions on pages 10 and 11 does not go into nearly enough detail for the RMG to make that decision.

The BJ states clearly that the co-submitters will take into account existing ISO 20022 messages, re-use them as far as possible, and introduce change requests if necessary to make them suitable for T2S. The ISO 20022 messages which are the closest to T2S are still candidate ISO 20022 messages (ie S&R), hence not yet available to the RMG for comparison. The fact that the submitter of the candidate S&R messages and of most of the existing ISO 20022 messages in related business areas (SWIFT) is also participating in the T2S submission offers some guarantee that duplication will be avoided. 

Third, the overall scope of the submission is vast. As the SEG would be required to evaluate the submission in one pass, this represents an impractical drain on the available resources of the SEG. In addition, as there are a number of business areas impacted, it is conceivable that a number of evaluation teams (and at least two SEGs) would need to be involved in the approval of a single submission, which would cause extreme logistical issues.
A similar comment has been received from the French community. We don’t believe that splitting the business justification into several business justifications will avoid the need for cross evaluation teams. But it is up to the RMG and SEGs to decide on this. The co-submitters have indicated in section C – Scope their opinion about  the most appropriate SEG(s) for the different business areas included in this business justification and are happy to provide further assistance to help the RMG and SEGs with this task. 

The UK therefore recommends that this submission is split into several smaller submissions, each with a reduced scope and sufficient detail for the RMG to make an informed decision. This will also enable the eventual submissions to be staggered to avoid a severe impact on SEG members, and will allow the formation of effective evaluation teams.

The co-submitters have considered splitting the business justification in advance of submitting it and the reasons for not doing so are explained further in the response to the French comments.

In addition to the above, the UK also notes the following:

· The business justification refers to 7 business areas. There are only 13 business areas in the repository today. Is the business justification correct? This would amount to a 50%+ increase in the scope of the Repository. Is this correct usage of the ISO 20022 term "Business Area"?
Most of the seven business areas are included in the 13 that are already used. You can refer to the approved list of ISO 20022 Business Areas on http://www.iso20022.org/documents/general/ISO20022_BusinessAreas_20081128.pdf. 

· The business justification refers to 6 Business Processes. This is impossible. According to ISO 20022 there must be at least one Business Process for each Business Area. According to ISO 20022 each Business Process is contained within a Business Area.  
Changes have been made to clarify the link between business areas and processes. 

· Paragraph C, page 2 & Paragraph C2, page 3: On page 2, a distinction is made between ‘Business areas’ and Business processes’.  However, whilst the introductory sentence of paragraph C2 on page 3 mentions ‘business processes’, the list it introduces on pages 3 and 4 includes some ‘business areas’ as well as ‘business processes’. What purpose is intended for the earlier distinction between ‘Business areas’ and Business processes’? If the distinction is significant, perhaps it could be clarified? 

The indication of business areas and business processes is a requirement from the BJ template. In particular, the RA checks that the targeted ISO 20022 Business Areas are included in the BJ as required in the introduction of the document http://www.iso20022.org/documents/general/ISO20022_BusinessAreas_20081128.pdf.  

· Paragraph C2, page 4: Under the heading ‘Administration’, CSD participants may query/receive information about calendar and diary events. However, under ‘Reference Data’, there is no mention of CSD participants being able to query/receive information. Is it intended that CSD participants will not be able to query/receive ‘Reference Data’. 
We should be distinguishing between T2S functionality and the requirements for messages used to support that functionality. We have changed the wording in the BJ to reflect this. In this particular instance we would simply state that the query/response messages for reference data would allow a participant to query its data from a settlement service and for the results of that query to be returned in a corresponding response message.

· Paragraph E, page 7: The term ‘standards messages’ is used three times.  This would read better if replaced by either ‘standard messages’ or ‘standardised messages’ as is used towards the end of page 7. 

We agree with this proposal and will change the wording accordingly.

· Paragraph F, page 8: It should be understood that any slippage beyond the second half of 2011 for submission of the candidate messages to the Registration Authority may not leave sufficient time for the ISO 20022 message evaluation process, development of the documentation by the ISO 20022 Registration Authority and a reasonable lead-time for development and testing of systems by the CSDs and their direct participants ahead of delivery of T2S to users in 2013.

We have updated section F of the business justification to address this topic.

· Paragraph F, page 9: In order to maximise usefulness to the industry, any work based on the ISO Working Group 11 Financial Instrument Business Information Model (FIBIM) needs to keep in step with the global clarification/standardisation of semantic business data terms currently in train under the auspices of the Enterprise Data Management Council (EDMC).  The EDM Council is chaired by the Chief Data Officer of the Federal Reserve Bank of New York – perhaps the ECB/4CB are also already participating in this initiative, the output of which is expected to improve communication and enhance system development across the global financial industry?
In line with the ISO 20022 methodology, the co-submitters will re-use elements of the ISO 20022 Data Dictionary, including the FIBIM which has recently been incorporated. Should the EDM Council clarification/standardisation of semantic business data terms be accepted for incorporation in the ISO 20022 Data Dictionary, these would be automatically reflected in all related ISO 20022 securities messages including T2S.  
Finally, we would kindly remind the submitters of this business justification that this is an ISO document so the various logos need to be removed from the top of page 1. 
OK

Comments from Germany and disposition of comments:
Please find hereafter our comment to the New BJ T2S. We agree with the following comment:

We strongly recommned focusing on ISO-Standards for the identification and description of financial instruments as well as counter-parties.

This refers primarily on message set Static Data. Experience in Cross-Border-Reference-Data has shown that the usage of local or propietary codes has a strong negative impact on implementation and maintenance efforts, up to a possible failure of concepts of cross-border exchange of data. Therefore, we propose setting up an appendix of ISO-standardized static data that is mandatory for the usage of the messages.
The creation of such an appendix is not within the scope of this business justification but we agree with the comment about ensuring ISO standards are used in the area of reference data. All of the messages which are developed as a result of this business justification will be developed using existing ISO standards for reference data, where they exist.

If you have any questions, please do not hesitate to contact us.

Comments from the US and disposition of comments:
The US would like to thank SWIFT for working with the ECB to initiate this important business justification. The US requests that the SWIFT and the RMG take this opportunity to make this a global initiative and incorporate requirements from other regions.
Please take note that the business justification is co-submitted by SWIFT and Deutsche Bundesbank on behalf of the 4CB. 

Within the framework of Target2Securities, existing ISO 20022 standards will be used and some new ones will need to be created. Where existing messages are used, the requirements of the existing communities of users will of course be respected. For new messages which are being developed, the submitters will seek the input from other users and regions, as relevant to the global scope of the messages.

The US also recommends that the existing FIX Protocol messages be used as a starting point for this initiative, especially as much of the work in terms of securities reference information was defined by European market participants. Starting with the FIX messages should reduce the overall effort and will place several market participants in close compliance with the initiative.
The co-submitters note that FPL have also sent a response to this business justification where they list the messages which they feel exist and could cover some of the requirements of this BJ. The co-submitters will review that list and contact FPL to investigate their potential involvement.

Comments from FPL and disposition of comments:

FIX Protocol Ltd. (FPL) appreciates the opportunity to comment on the T2S Business Justification. FPL wishes to thank SWIFT and Banque de France, Banco de España, Banca d`Italia and Deutsche Bundesbank (4CB) for preparing and submitting this important business justification.

FPL would like to encourage SWIFT and 4CB to work to ensure that the messages developed for this business justification be applicable globally. FPL is willing to assist SWIFT and 4CB in the development and review of the messages to help achieve this aim.

Potential for reuse to reduce effort and timeframes

FPL would like to recommend that the submitters consider use the existing FIX messages (as of version FIX.5.0SP2) as a starting point for securities reference data, market structure reference data, party reference data, and collateral. FPL started developing the securities reference messages with Version FIX.4.2. The message suite has been expanded to support a wide variety of uses and asset classes, including equities, fixed income, listed derivatives, and FX. FIX.5.0SP2 also provides initial support for OTC derivatives. Much of the work to improve the securities reference messages has been led by European based markets. We believe starting with the FIX message applicable message suites will reduce the overall effort and help ensure compatibility with similar work already undertaken in Europe, as well as globally. FPL recently completed an update to this message suite based upon requirements from Eurex, PLUS Markets Group, NASDAQ OMX, LSE, The CME Group, and The Options Clearing Corporation. This update included the addition or Party Reference messages that offer a very robust and flexible structure for reporting counterparty information. The FIX Collateral Management message suite has been successfully deployed for security substitution applications in the area of securities lending (specifically for REPOs) as well as for collateral management by The Options Clearing Corporation.

The co-submitters welcome the comments from FPL and fully intend to ensure that existing efforts can be reused. In the case of securities reference data, the intention is to reuse the work done by WG 11 and this development will be led by SWIFT. The intention is to involve FPL in the design of the resultant ISO 20022 compliant messages.

For the other areas  (i.e. party reference data and collateral management), the 4CB will take responsibility for the development and would welcome the involvement of FPL.

FPL recommends that SWIFT and 4CB meet with representatives from FPL’s Global Exchanges and Markets Committee, co-chaired by Kathleen Grey (BNP Paribas), Hanno Klein (Eurex), and Matt Simpson (The CME Group) regarding how FPL might assist with this important effort.

We welcome the proposal of having a meeting with representatives from FPL.

Related Business Justification

FPL and the Financial Information Services Division of the Software & Information Industry Assocation (FISD) are preparing a similar business justification for market and securities reference data. FPL recommends that SWIFT,  4CB, FPL, and FISD coordinate this activity to reduce the overall scope and to share the workload for these important initiatives.

FIX messages related to Target 2 Securities Business Justification
FIX Securities Reference Data Messages

DerivativeSecurityList

DerivativeSecurityListRequest

DerivativeSecurityListUpdateReport 

SecurityDefinition 

SecurityDefinitionRequest 

SecurityDefinitionUpdateReport 

SecurityList 

SecurityListRequest 

SecurityListUpdateReport 

SecurityStatus 

SecurityStatusRequest 

SecurityTypeRequest 

SecurityTypes 

FIX Parties Reference Data Messages
PartyDetailsListReport 

PartyDetailsListRequest 

FIX Market Structure Reference Data Messages
MarketDefinition 

MarketDefinitionRequest 

MarketDefinitionUpdateReport 

TradingSessionList 

TradingSessionListRequest 

TradingSessionListUpdateReport

TradingSessionStatus 

TradingSessionStatusRequest 

FIX Collateral Management Data Messages

CollateralAssignment 

CollateralInquiry 

CollateralInquiryAck 

CollateralReport 

CollateralRequest 

CollateralResponse 

Comments from ISITC and disposition of comments:
ISITC appreciates the opportunity to comment on the T2S Business Justification and has the following feedback:

· ISITC notes reference to Securities Management (semt) as one of the Business areas covered within the scope of this Business Justification, however this area is not defined or listed anywhere else in the document. Please provide clarification of this reference, as well as details of expected activities covered within its scope.

Target2Securities needs ISO 20022 messages which can be used to transport securities reference data mainly related to the settlement process taking advantage of WG11 (FIBIM). There are a number of different flows foreseen:

Security management relates to the population and subsequent management of details linked to a security identifier within a securities database. This includes create security, delete security, update/maintain security, security maintenance status and subsequent confirmation as well as a statement of securities reference data. SWIFT will take the lead in designing those messages and further details on their content will be available as that development progresses.

An illustration of this is also available in section C.3 of the business justification.

We will continue to monitor progress of this submission and look forward to reviewing the final version of the BJ with consolidated comments and responses.

Comments from Japan and disposition of comments:

We would like to heartily welcome and support SWIFT and 4CB’s new proposal of T2-S Business Justification, which will define the new universe of cross-boarder securities settlement platform.
One comment from our country is on the procedural issue: in some domains like settlement & reconciliation, we think it better to separate from this BJ and make change request instead. All in all, the reasonable selection of BJ/ MCR with adequate granularity will save the total time and reduce labour of the Securities SEG. 
In line with the ISO 20022 process, the co-submitting organisations will provide maintenance change requests where changes are needed to an existing ISO message. This business justification only covers new message development needs. 
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Annex 2
Table 2-1: Indicative list of “standardised” securities

[image: image8.emf]Securities categori es   Securities sub - categories  (groups)   Examples of securities settled in CSDs    Equities       Shares (common/ordinary)   Equity shares      Preference shares   Preference shares      Preferred shares       Convertible shares      Preferred convertible shares      Preference convertible shares      Units (i.e. unit trusts/mutual  funds)   Undertakings for collective investment in  transferable securities (UCITS), venture  capital funds, Kuxe securities,  trustpreferred securities (TruPS), mutual  funds, equity funds, rea l property funds,  index funds, forward market funds, other  funds, mixed security and real property  funds, hedge funds, pension funds,  exchange   traded funds (ETFs)    Equities (others)   Global bearer certificates/depository  receipts, savings shares    Debt instruments       Bonds   Bonds, debentures, public notes, Type A  federal bonds, Type B federal bonds, TPS  bonds, funding debentures, participating  debentures, inflation - linked bonds, other  linked bonds, bonds cum warrants, bonds  ex warrant, exchangeable bonds, savings  bank bonds,  corporate bonds     Convertible bonds   Convertible bond,      Bonds with warrants attached   Convertible bond cum warrant,  convertible bond ex warrant      Medium - term bonds      Money market instruments   Treasury notes/bills     Asset - backed securities (ABSs)   Asset - backed securities (ABSs),  assetbacked commercial paper, collateral  debt obligations       Mortgage - backed securities  (MBSs)   Mortgage bonds, mortgage - backed  securities (MBSs)     Debt instruments (others)   Bonds with put option, callable  bonds/puttable bonds      Covered bonds, European covered bonds,  commercial paper, municipality paper,  Treasury financial paper, credit - linked  notes, certificates of deposit, stripped  bonds, stripped coupons, fractional  inter ests, residuals    Entitlements (rights)       Allotment rights      Subscription rights   Subscription rights      Purchase rights      Warrants   Warrants, covered warrants      Entitlements (others)      


[image: image9.emf]Others/miscellaneous       Certificates   Security certificates, index certificates,  interest rate certificates, currency  certificates, other certificates, subscription  certificates, liquidation share certificates,  profit - sharing certificates, registered  profit - sharing certificates, profit - sharing   certificates cum warrants, profit - sharing  certificates ex warrant, participating  certificates, savings bank certificates, land  charge deeds and charge certificates,  product certificates, commodity  certificates, metal certificates     


Annex 3:
Additional information on TARGET2-Securities (T2S); management summary of the URD version 4.1:
T2S is a technical platform to support CSDs by providing core, borderless and neutral settlement services. The objective is to achieve harmonised and commoditised delivery-versus-payment settlement in central bank money in euro (and possibly other currencies) in substantially all securities in Europe. T2S thereby supports the Lisbon agenda in securities markets. 

This management summary addresses high-level executives of financial market participants, issuers and CSDs. These institutions were invited to assess the impact of T2S at a very senior level, considering all aspects of their securities business (lifecycle management, custody operations, funding and collateral, retail and wholesale client servicing, market-making, new issues, etc.) in order to determine the extent of their support for this potentially transformational change.
Purpose and expectations

The user requirements posted on the ECB’s website
 define the features required by CSDs and financial market participants for core, borderless and neutral settlement of securities in Europe. They are the result of six months of very intensive cooperation involving hundreds of experts from CSDs, banks and central banks (see the list of contributors), with the ECB coordinating the work and drafting the results. The requirements were published on 18 December 2007 and were subject to consultation until 2 April 2008. During these three months the T2S team at the ECB actively facilitated discussion so that all financial market participants and CSDs had the opportunity to gauge the impact of, and opportunities offered by, T2S. The Eurosystem invited CSDs, issuers and financial market participants to provide in-depth analysis of the user requirements, all of which were open for review during the consultation period. After the consultation period, the ECB Project Team analysed the responses and revised requirements where appropriate. The requirements have been reviewed within the framework of the current governance structure, involving the Technical Groups, the Advisory Group and, ultimately, the Governing Council. The ECB Project Team has actively provided feedback to respondents, including stakeholders not represented in these groups. The final user requirements - together with an updated economic and business case analysis, a legal analysis, an action plan for harmonisation, an evaluation of the market support for the project and the governance structure for the next project phase – form the supporting documentation for the ECB Governing Council decision, expected in summer 2008 as to whether to build T2S.

The context – completing the single market in financial services

The European financial services industry has made considerable progress in reducing cost and risk, as well as in promoting competition within the single market, since the establishment of the euro. But there can be no doubt that significant further improvement is required, particularly in securities markets. Progress towards a mature single market has been achieved by a combination of market forces and action undertaken by the public sector to enable market forces to be effective. Some of this action has been legislative, to stimulate harmonisation across national borders, and some has involved the creation of core infrastructure to support the competitive market. The Eurosystem has been active in the payments industry by providing core borderless infrastructure for real-time settlement in central bank money (i.e. TARGET2) and by supporting the banking industry in delivering pan-European payment instruments (i.e. SEPA). Further support for the single market will come from the streamlining of its collateral management systems (i.e. CCBM2).

Much less progress has been made in integrating national securities markets, largely because of the much greater intrinsic complexities of securities, which has permitted the development of national differences both in market practices and in legal, regulatory and fiscal regimes. Thus, although Europe is comparable to the United States in terms of its economic size, its post-trade sector is fragmented into numerous national markets. Whereas firms in the United States can operate in a single, large domestic market, in Europe they have to operate across many smaller, national markets and bear the higher costs of doing so. Because of this lack of integration, Europe lags behind the United States in terms of both the volume of transactions and the cost of those transactions
. 
The cost gap is particularly large for cross-border settlement. The result is a significant cost burden for crossborder wholesale transactions and very significant limitations for retail transactions. The Lisbon agenda recognises the need to eliminate these gaps, to promote the welfare of European citizens by achieving fully efficient capital markets. 
The gap in the trading area is being forcefully addressed, in particular by the Markets in Financial Instruments Directive (MiFID), which is stimulating competition between trading platforms, whether traditional stock exchanges or new multilateral trading facilities. 
On the post-trading sector, the European Council recently concluded
 that “the continuous fragmentation of the sector leads to unnecessarily high costs, especially for cross-border securities transactions in the EU, which constitutes a considerable competitive disadvantage for European capital markets.” 
Two significant measures are already being implemented in order to achieve progress. First, a great deal of work is under way with a view to harmonising practices, legislation, regulation and tax in order to remove the “Giovannini barriers”. Second, all exchanges, central counterparties and CSDs have undertaken, under the “Code of Conduct for Clearing and Settlement”, to abide by various measures designed to stimulate fair and open competition. These include access rights, as well as seeking to ensure that clients are offered appropriate and transparent prices for unbundled services in order to put an end to cross-subsidies and the locking-in of clients.

One missing element is core, borderless and neutral securities settlement to crystallise the gains from harmonisation and to provide support for competition between service providers in the securities industry. T2S is neutral in that it will not favour or discriminate against specific countries, market infrastructures or groups. It will foster the required transformation in intermediation between issuers and investors by stimulating the development by financial market participants of a competitive and efficient European market. 
Although there have been successful mergers between European CSDs in the past – and there may be more in the future – it seems that this process of consolidation by merger is unlikely to deliver an integrated market infrastructure for Europe. Accordingly, given the importance of progress in this area, it is necessary to find a way of establishing a single settlement process involving a large number of CSDs. 
T2S will meet this need.

What is T2S?

T2S is a platform for core, neutral and borderless securities settlement to support the Lisbon agenda. It will provide harmonised and commoditised delivery-versus-payment settlement in central bank money in euro (and possibly other currencies) in more or less all securities circulating in Europe. 
Settlement will be extremely safe, because it will involve payment in central bank money. Reliability, scalability and robustness (as provided by TARGET2) are also vital, in view of the huge volumes of transactions to be settled even in today’s fragmented markets (with two million settlement instructions being processed every day), and will become more vital still as volumes increase.

Much of the growth will be in cash trading and in collateral markets, which contribute greatly to liquidity but are low-margin activities. Such trades are only viable in risk/return terms if settlement is both timely and reliable. Settlement also needs a sound legal basis. T2S will build on a set of European initiatives in this area (following the implementation of the Settlement Finality Directive, the Financial Collateral Directive, MiFID and other measures), and the Eurosystem will seek to foster further harmonisation. CSDs are the gateways through which market participants can access T2S services. Participants will continue to contract with one or more CSDs for the settlement (across the accounts of those CSDs) of securities eligible for such settlement. Moreover, it will be the CSDs – not market participants – that contract with the Eurosystem for T2S services. Each CSD is invited to agree to move its settlement to T2S and offer its clients borderless settlement of trading and collateral operations. Most CSDs should be able, over time, to reduce their internal costs by restructuring and downsizing their own settlement processes. CSDs will continue to operate, provide and improve efficient and safe services – particularly in relation to national requirements in areas such as registration, taxes, regulatory reporting, and some aspects of direct holdings by retail investors – at prices which are (as required by the Code of Conduct) a transparent and fair reflection of the cost of providing those services. T2S will create opportunities for CSDs and market participants to develop their businesses in new ways in order to exploit efficiencies or to offer new services. As core, neutral infrastructure, T2S will support the different business models adopted by CSDs and market participants without discrimination. Some CSDs may wish to consider investing in asset servicing in order to support their clients’ growing operations in securities Europe-wide. This may imply significant changes to their current business model. While T2S provides the core functionality to make cross-border settlement as simple as domestic settlement, access to European securities via any individual CSD is dependent on that CSD being able and willing to accept securities issued in other CSDs. To use a railway analogy, T2S provides the “tracks” for cross-border settlement, but requires changes to the “trains” (i.e. the CSDs) to meet the demands of their “passengers” as regards this service. While T2S is, in itself, not sufficient to meet these passengers’ demands, it creates incentives for train companies to make these changes. Such incentives barely exist today, since the necessary shared tracks have not been created by a neutral player.
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As the diagram indicates, CSDs will keep all of their clients’ securities positions in T2S, which will map to each CSD’s account structure (including direct holdings), without accommodating all of the ancillary account information maintained by CSDs for their clients. Thus, each securities account held in T2S will be attributable to only one CSD.

Similarly, T2S will maintain dedicated central bank money accounts representing a CSD client’s claims in central bank money on that client’s chosen national central bank. Each account may be used to settle transactions relating to the client’s security accounts in one or more CSDs. This cash account structure will foster efficiency improvements for clients that use more than one CSD. When a CSD client does not have access to central bank money, it may be authorised by a payment bank to operate a dedicated cash account in T2S. This will provide CSD clients with a choice of payment bank. 
T2S will provide DvP settlement in real time with auto-collateralisation and optimisation procedures, irrespective of which CSD and NCB provide the respective underlying securities and central bank money accounts. It will be able to do so by providing realignment in real time when securities issued in one CSD are settled in another CSD.

CSDs joining T2S will thus be able to offer their clients cross-border settlement in central bank money – a service that is hardly available today.

T2S will enable direct connectivity by CSDs’ clients and CCPs. These will be able to input settlement instructions directly into the T2S platform and receive information on the results where the relevant CSD allows such a connection under its general terms and conditions. For other services that are not available in T2S, they will connect to the relevant CSDs. Direct connectivity can make it easier for market participants to operate direct memberships of multiple CSDs and for CSDs to reach a wider set of international clients. 
The decision on direct or indirect connectivity will depend, inter alia, on the pricing of such services by the CSDs and on whether or not the user finds it possible to concentrate its activities in fewer CSDs as the market develops. Offering both direct and indirect options provides maximum flexibility for financial market participants, entails no significant additional cost for T2S and may well be a driver towards harmonisation. 
T2S will match settlement instructions relating to cross-CSD settlement, as well as those input directly into T2S. It will also accept matched instructions from other infrastructures which apply the same matching rules. Since multiple matching facilities might exist, there needs to be a rule to determine the location of matching. Where CSDs cannot match both sides of the trade, the matching will take place in T2S. T2S will deliver settlement at low cost, reflecting the very significant economies of scale in such services. Once T2S is serving all EU countries, these economies of scale should make the unit cost considerably lower than the lowest price charged by a European CSD at current volumes. If volumes rise (stimulated by the reform programme set out above) to US levels, the cost is expected to fall very significantly, towards US levels. The low projected unit cost applies to both cross-border and domestic settlement. There are no borders within T2S. T2S will be a Europe-wide core securities settlement platform, since its design will accommodate settlement in central bank money in other currencies where the relevant central bank and the market wish to support such services. The sooner these central banks and markets make such decisions, the better the prospects of accommodating them in the build phase. Where non-euro currencies join, T2S will interact with the RTGS system of the relevant central bank in the same way as it will with TARGET2. T2S is expected, in time, to become the single provider of core securities settlement platform for CSDs. This model of a single provider of “backbone” services is one that some countries have adopted for distribution networks in other industries (e.g. telecoms). Such core infrastructure is tightly controlled as regards reliability and pricing, and is available to all producers on equal terms. Provision of core settlement services by the Eurosystem fits with this model. Moreover, competition between CSDs (and the resulting benefits) has been very limited. For many securities there are hardly any alternatives to the local market CSDs. CSDs were set up not to compete with one another, but to be the central infrastructure within each country, with tight regulation so as to keep a low risk profile. A shift to competition with other CSDs in order to be the preferred gateway to T2S may thus require changes in the mandates and/or regulatory structures of some CSDs. The provision of core services by T2S, by lowering the barriers to entry to new markets, has the potential to create new opportunities for competition. The Eurosystem has decided that T2S will be run on a full cost recovery and not-for-profit basis. T2S will ensure the full accountability and transparency of costs and prices, in full compliance with the industry Code of Conduct, so that the market can scrutinise operating and investment efficiency. These factors support the Eurosystem’s decision to control T2S via its ownership rights. It will, of course, continue to keep the market involved, building on the open and cooperative culture developed in preparing the current user requirements.

The ownership decision also establishes clear accountability for the important task of managing the risks inherent in the creation of systemically important infrastructure that could become a single Europe-wide point of failure. These risks are not new: every current CSD is a systemically important single point of failure for its own market. Nevertheless, there is no doubt that the scale of the risks will be larger in T2S. It is important that the Eurosystem should not be constrained in its ability to manage those risks, alongside those relating to the equally important TARGET2 system, which will be operationally coupled to T2S.

The impact of T2S

Designing a common settlement platform is in itself a driver in promoting harmonisation. The impact of T2S on harmonisation is already being felt, building on valuable work by CSDs. (An annex provides details of the points already harmonised and those where further work is needed.) The Euroclear Group’s experience in bringing together several national CSDs has created valuable impetus in this regard. 
There has been considerable support for keeping T2S lean. The temptation to develop specific functionalities in T2S to support national specificities has been resisted. Instead, processes for CSDs and users have been identified that allow markets to continue to support national specificities using a basic T2S functionality. The provision of an internal technical account for “direct holding markets” will allow bulk stock exchange transactions undertaken by brokers acting for retail investors to be allocated for settlement individually by buyer and seller without re-matching each split. This functionality should support, at very low cost, the desire of several markets to allow the recording of each individual investor’s holdings. 
Each national market will need to come to a decision on whether or not it wishes to retain its existing specificities. Where a national specificity is not perceived to provide value, the development of T2S will increase the incentives to remove it. One such incentive is the greater likelihood of part of the activity in domestic securities shifting to another CSD which does not oblige international users to incur the costs of extra processes to accommodate the national specificity. Moreover, where there are implicit subsidies which support national specificities, the transparent and uniform charging policy of T2S will make the true costs more apparent, in a way which properly reflects (in line with the Code of Conduct) the resource costs of choices made by intermediaries, issuers and markets. This transparency may well lead to a reduction in the divergence of practices across market segments. 
T2S will, in cooperation with financial market participants, facilitate further harmonisation in market practices at the European level in relation to the use of T2S. During the consultation phase, a list of areas was identified where harmonisation would facilitate the use of T2S by market participants. It is likely that this work will expose further barriers of the kind already identified by Giovannini, as well as helping users to identify the irreducible costs of unresolved barriers in the new efficient borderless settlement environment. The Eurosystem is now proposing an action plan to assist ongoing harmonisation initiatives, making use of the features of T2S, the fact that the market is well represented in the Advisory Group, and its own influence. Adoption of T2S will, as noted above, reduce pure settlement costs – particularly for what are today crossborder trades. This is expected to increase cross-border volumes. This shift to borderless markets in T2S will, in turn, deliver significant benefits to end-users, particularly in smaller countries. Issuers will have access to deeper markets for fund-raising without needing to consider issuing in a different country, and investors will be able to benefit from portfolio diversification at lower cost. These benefits will require little or no adjustment by intermediaries, especially on the capital-raising side. 
T2S will also create a single pool of assets – substantially all the securities held by participating CSDs – exchangeable for each other via central bank money at low cost, in real time, and in an extremely reliable settlement system. Market participants will also be able to centralise liquidity in a single central bank cash account. Together, these features will create valuable new options for commercial and investment banks in terms of managing collateral, optimising their funding costs and avoiding failed deliveries. These gains will include the benefits of enhanced competition among third-party collateral managers and liquidity providers, since it will be easier to unbundle such services from custody provision. From the indications given by market participants, the reduction in costs is likely to be very substantial. This will feed through to reduced trading spreads and lower service prices, thereby improving welfare.

There will be other effects on, and gains through, enhanced competition, specifically in the areas of custody and securities trading. 
Some CSDs will want to enhance their asset servicing abilities both for their “domestic” securities and for securities which they wish to offer their clients but are “domestic” to another CSD. Others may choose to specialise in issuer services and/or services for individual investors. This will reinforce the competition-enhancing effects of the Code of Conduct. Banks providing custody will need to consider their strategy, since their wholesale customers in particular (but in time also their retail clients) are likely to wish to reduce their number of suppliers by seeking partners with pan-European, or at least regional, services.

The outcome of this process is very likely to be favourable in terms of service quality and price, particularly in the context of real progress on harmonisation through the Giovannini process.

What’s next?

T2S will provide a core neutral and borderless securities settlement platform to support securities markets in Europe. The requirements for T2S spell out in sufficient detail the vision of the hundreds of market participants that have worked with the T2S team to produce a design to meet this need. 
The T2S team at the ECB wishes to thank all respondents in the public consultation phase for their considerable efforts and the ongoing dialogue.

Further information on T2S:    http://www.ecb.int/paym/t2s/htmml/index.en.html








































































OeKB





VP





SIX SIS





NCSD





Monte Titoli





Malta Stock Exchange plc





NBB





Interbolsa





Iberclear





Helex





Euroclear





Cyprus Stock Exchange CSD





Clearstream





CSDs





Annex 1 (high level gap analysis document version 4.7)
















































































� Group of national central banks mandated by the European Central Bank (ECB) Governing Council to build and operate the TARGET2-Securities platform (see paragraph D); this Group is made of Banque de France, Banco de España, Banca d`Italia and Deutsche Bundesbank.


� See Annex 2 for an indicative list.


� A situation in which, according to Article 1 (26) of Directive 2000/12/EC, "two or more natural or legal persons are linked by (a) participation, which shall mean the ownership, direct or by way of control, of 20% or more of the voting rights or capital of an undertaking, or (b) control, which shall mean the relationship between a parent undertaking and a subsidiary, in all the cases referred to in Article 1 (1) and (2) of Directive 83/349/EEC, or a similar relationship between any natural or legal person and an undertaking; any subsidiary undertaking of a subsidiary undertaking shall also be considered a subsidiary of the parent undertaking which is at the head of those undertakings. A situation in which two or more natural or legal persons are permanently linked to one and the same person by a control relationship shall also be regarded as constituting a close link between such persons."


� http://www.ecb.europa.eu/paym/t2s/html/index.en.html


� See, for example, “The Direct Costs of Clearing and Settlement”, Nera Economic Consulting, June 2004.


� Council Conclusions on Clearing and Settlement, Luxembourg, 9 October 2007:


http://www.consilium.europa.eu/ueDocs/cms_Data/docs/pressData/en/ecofin/96349.pdf
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