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Consultation Paper on the Amendments to the RTS on Settlement Discipline
Question drafting – final
	Question/Area
	Response guideline notes/drafting
	Status

	
	
	

	Q3: If you support an obligation for investment firms to notify their professional clients the execution as soon as the orders are fulfilled, do you think that clients should be allowed a maximum number of business hours for the allocations and confirmations from the moment of notification by investment firms, instead of having fixed deadlines? If yes, how many hours would be necessary for that? 
	We are supportive of the introduction of deadlines, noting their use in the US as part of their migration to T+1. We recommend an offset to end of trading hours rather than a fixed deadline given the differences in trading hours across markets.
	Final

	Q7: Do you agree to make the use of electronic and machine-readable format that allow for STP mandatory for written allocations?  
	We are in general supportive of the use of electronic and machine-readable communications. Platforms such as DTC CTM and open standards such as FIX and ISO 15022 are heavily used for allocations, confirmations and affirmations. However, there is still some manual communication in this area and a mandate may be required to force this into the machine-readable world. We would, however, advise against any requirement to use a specific implementation or messaging standard given the range of electronic solutions used today. We believe the requirement to use electronic and machine-readable communication methods to be sufficient.
	Final

	Q8: Would you see merit in introducing optionality for investment firms to set deadlines based on whether an electronic, machine-readable format of the communication is used? In such case, do you agree that an earlier deadline could be set for non-machine-readable formats, so clients are disincentivised to use them? Which should be such deadline?  
	Introducing essentially a time penalty for use of manual communications has some merit, though it is not clear how such a penalty would be calibrated. However, this would still require firms to employ personnel and/or retain technology to handle non-machine-readable formats which would carry ongoing costs. Moving to a fully machine-readable environment, though initially burdensome for some firms, would present savings in the longer term both for them and their counterparts. We of course recognise that firms will need to support non-machine-readable formats for non-EU (and non-UK) activity, though this tends to be lower in volume for EU-based firms.
	Final

	Q10: Would it be necessary to introduce a similar obligation in other steps of the settlement chain? If yes, please elaborate.  
	Similar to our response to Q7, we are in general supportive of the use of electronic and machine-readable communications, noting the significant use of standards such as ISO 15022 and ISO 20022 already in different parts of the settlement chains. Furthermore, if the term "settlement chain" is intended to include allocation, confirmation, and affirmation then FIX also needs to be considered given its extensive usage across the industry today and its connection with the trading process.

Using machine-readable formats throughout would speed up data transfer, increase quality and reduce time to manage issues. We would, however, advise against any requirement to use a specific implementation or standard given the extensive use of incumbent electronic solutions that have proven highly effective in automating these processes. We believe the requirement to use electronic and machine-readable communication methods to be sufficient.
	Final

	Q12: Do you agree with the proposed amendment to Article 2 of CDR 2018/1229? 
	Similar to our response to Q7, we are in general supportive of the use of electronic and machine-readable communications. However, we take issue with the statements made in paragraphs 59-61 which appear to force the industry in to using ISO 20022 XML for allocations, confirmations, affirmations and other parts of the transaction workflow. The statement that “ISO 20022 is already broadly used” simply isn’t true for allocation, confirmation and affirmation messaging, and it is not clear what synergies exist with “other reporting systems” or indeed what such systems are. 

Given machine-readable alternatives (notably DTC's CTM, FIX, ISO 15022) are heavily used and work well, mandating such a move would impose a considerable implementation and cost burden on the industry for little or no benefit. These solutions have been serving the industry well for over thirty years and, as per our response to Q7, improvements in trade processing efficiency and timeliness can be made with greater adoption of these solutions, rather than replacing them.

It should also be recognised that trade processing infrastructures are rarely built on a per-market basis, so it cannot be stated that moving to ISO 20022 will introduce any long-term saving while other markets services by the same technological infrastructure uses existing communication methods.

We do, however, recognise the advantages in having well defined and common data standards throughout the process and suggest that an exercise be undertaken to explore interoperability between ISO 20022 (where indeed such elements and message definitions exist) and incumbent standards and platform solutions.
	Final

	Q13: Do you agree that settlement efficiency would improve if all parties in the transaction and settlement chain used the latest international standards, such as the ISO 20022 messaging standards, in particular whenever A2A messages and data are exchanged? If not, please elaborate. How long would it take for all parties to adapt to ISO20022? 
	Similar to our responses to Q7 and Q12, we believe that usage of machine-readable standards will improve the quality and timeliness of trade settlement, though recognise that there are many causes of settlement fails, and standardising messages is not the whole solution. 

Requiring industry participants to move to ISO 20022 XML in the timelines required for T+1 implementation will take resources away from remediating areas that may have a greater impact and, as per our response to Q12, incur significant costs for little or no benefit. A longer-term direction should entail interoperability with the ISO 20022 standard in implementations, to allow existing industry solutions to be used where interoperable, while achieving the benefits of alignment with a central standard.
	Final

	Q15: Do you agree with the proposal of the EU Industry Task Force whereby allocation requirements should be aligned with CSD-level matching requirements? If not, please elaborate. 
	The industry today has several vendor platforms that facilitate pre-settlement matching of allocations and confirmations, including identifying mis-matches, tolerances, etc. FIX is the standard that is heavily used by market participants and supported by these vendor platforms for this part of the STP chain as it naturally follows the pre-trade and trade activities which FIX is the incumbent standard. Additionally FIX is also used by asset managers who may have direct connections with their brokers and do their own local matching before affirming the confirmation for settlement. The data points suggested are conceptually similar to the matching rules used today.
	Final

	Q16: Can you suggest any other means to achieve the same objective? If yes, please elaborate.
	As with our response in Q15, how and where matching is done should be left to the market participants. The most common models are local matching by the asset manager, or central matching. It should be noted that even within the central matching model, some asset managers may still require an explicit affirmation from them before settlement.
	Final

	Q17: Do you agree with the proposed regulatory change to introduce an obligation for investment firms to collect the data necessary to settle a trade from professional clients during their onboarding and to keep it updated? If not, please explain.
	We recognise the need for accurate and complete data in advance of trade processing activities, noting of course that in a T+1 environment, any requirement to identify and repair data issues post-trade poses a threat to meeting settlement deadlines. We are not convinced of the need for the introduction of a regulatory obligation in this regard, noting that industry participants are already strongly incentivised to avoid settlement failures caused by missing or inaccurate data, and these incentives become stronger in a T+1 environment.
	Final

	Q37: Do you agree that the use of UTI should not be made mandatory through a regulatory change? 
	We believe this would help adoption of UTIs, though need to recognise that the logic for assigning and managing UTIs throughout complex transaction processes (for example, netting) needs to be well defined and maintain some flexibility in case scenarios are missed in such definitional analysis or new flows emerge.

Given this, our recommendation is we to allow market participants to decide on how UTI should be adopted to facilitate STP, developing market practices as required, rather than mandate the use of UTI at this time.
	Final

	Q38: What are your views on the use of UTI in general and in the case of netted transactions specifically? 
	We are supportive of use of UTI as a market practice. In cases such as netting of transactions, it is desirable to be able to chain the net together with the underlying transactions.
	Final

	Q39: Should the market standards for the storage and exchange of SSIs be left to the industry or is regulatory action at EU level necessary?  
	We recommend leaving this to the industry. There are industry solutions in place and there is an opportunity here to encourage complete and consistent usage through development and adoption of market practice.

We note there are various solutions available today for managing and communicating SSIs. For example, the FIX Protocol has messages for communicating SSIs, supports updating/receiving SSIs from central databases and supports the inclusion of SSIs on transactional messages (e.g., allocations, confirmations).
	Final

	Q40: How can the PSET contribute to improve settlement efficiency and reduce settlement fails? Do you have suggestions on how to make the use of PSET more consistent across the market? If yes, please elaborate. 
	Including PSET has been proven to reduce certain categories of settlement failure, particularly where an instrument can be settled in multiple CSDs. Our belief is that making PSET a matching field should be left to the industry to develop market practice but having a standard for a list of PSETs would be beneficial. We would like to note that PSET is supported on FIX allocation messages for this purpose.
	Final

	Q41: Do you agree that the PSET should not be made a mandatory field of written allocations under Article 2(1) of CDR 2018/1229? If you have a different view, please elaborate. 
	As per Q40, we believe in principle that use of PSET should be encouraged but not a matching field. This is available on FIX allocation messages.
	Final

	Q42: Do you agree that the decision to use the PSAF and the PSET in the settlement instructions should be left to the industry? 
	Yes, we believe the industry should develop market practice for this purpose.
	Final

	Q44: Do you agree that the transaction type should not become a mandatory matching field under Article 5(4) of CDR 2018/1229? 
	We recognise the issue here and believe that usage of a transaction type schema will be beneficial to eliminate incorrect matches; however we support not making this a matching field at this time and recommend further work be done to refine the list of transaction types and consider the correct matching logic to use in order to achieve the highest levels of successful settlement.
	Final

	Q52: Do you have other proposals regarding settlement discipline measures and tools to improve settlement efficiency in areas not covered in the previous sections? Please give examples and provide arguments and data where available. If relevant, please also include the specific proposed amendments to CDR 2018/1229. 
	We would like to use this question as an opportunity to provide a summary of messaging and features supported by the FIX Protocol to facilitate post-trade processing.
The FIX Protocol has a set of standard messages that facilitates certain post-trade and post-trade life cycle activities.  Once a trade is completed our Allocation and Confirmation suite of messages facilitates the interactions between buy-side and sell-side in communicating the allocation instructions (i.e. taking a block trade or a group of transactions and instructing its allocation across 1 or more end accounts) and subsequent confirmation, which the recipient can affirm, in order to ensure orderly and timely settlement.  Whilst settlement would occur over the SWIFT network using SWIFT MT messages (an implementation of ISO 15022 settlement messages) or MX messages (an implementation of equivalent ISO 20022 XML settlement messages), FIX has a set of messages that allows the sell-side or custodian to communicate the settlement status changes back up-stream to the client, our Settlement Status set of messages.
Separately FIX has messages for collateral management. These messages allow the participants in the trade to manage their collateral assignment and substitutions for transactions that need collateralization (e.g. repurchase agreements, or securities lending), request for collateral for a given trade, inquiring on collateral status.  These same collateral management set of messages works hand-in-hand with FIX's Margin management messages where the latter allows for inquiries into the status of the margin and the former can be used to request for collateral due to margin deficiencies, for example.
Client on-boarding is a key aspect in the trading environment. FIX has a suite of messages related on-board clients that centres on setting up a client's relationships (e.g. who they can enter trades for, who they clear through, etc.), defining their risk limits (e.g. credit, gross, long/short, margin, etc.), and their entitlements (e.g. allow to trade, allow to issue RFQ, etc.).  Separately in FIX's message that conveys executions for an order the current risk limit utilization can also be communication.
An ability to suspend a client from trading is a key action in limiting risks. FIX has messages to suspend, halt and reactivate a client's ability to trade. This type of "kill switch" is important for brokers that provide their clients with direct-market access capabilities.
Pre-trade credit/risk limit checks is another aspect of ensuring that the client has sufficient credit to undertake a trade and to ensure that it would be cleared. Pre-trade credit/rick checks is a requirement in some markets to ensure clearing certainty, and to meet the trading community’s needs for this, FIX has messages to facilitate this type of pre-trade credit/risk limit checks.
Lastly, FIX also has a set of messages to convey data (add, change, delete) into a standing settlement instruction (SSI) database and to query an SSI database.  Additionally in several FIX messages (e.g. when sending allocation instructions and confirmations) there exists components to convey specific SSI information within these messages.
	Final
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