


SWIFT STANDARDS MT CHANGE REQUEST TEMPLATE – SR 2016

Instructions for submitters
1.) The originator must fill in all fields to enable Standards and the maintenance working groups to fully understand the change request and its impact on the community.
2.) The role of the UGC as submitter of change requests is important and must be underlined. The UGC must make sure that a change request is discussed with the national community or industry body and, as the sender of the change request, must check that it is clear and complete.
3.) Please consider that the quality of change-request documentation is paramount for the evaluation and impact analysis, and in the end for an adequate decision and implementation for the benefit of the community.
4.) The Standards department is committed to check the quality of change requests and to return change requests that are unclear or incomplete, and to ask the originator to provide additional information if needed.
5.) The deadline for final and complete change requests is 1 June 2015. You are encouraged to submit your request ahead of this deadline to be sure that there is sufficient time for Standards to validate it and, if needed, to get back to you with questions before the deadline is passed.
6.) All requests must be submitted by a SWIFT National Member Group, a SWIFT User Group or an industry group whose membership includes SWIFT users. Requests received directly from individual institutions will not be accepted.
7.) The requestor may propose a solution to address the change request. However, Standards is solely responsible for defining the appropriate standards solutions for such requests.


Notes for completing the template
1.) A separate form must be used for each change request. Please do not submit multiple requests on one form.
2.) All the shaded cells must be completed. (Replace the text that is in blue or red Italics).
3.) Completed forms must be sent to the Standards releases e-mail address, which is StandardsReleases.generic@swift.com. Requests submitted to any other address will not be considered.
	Proposed title of change request 

	Market Claims messages

	Origin of request

	Requesting country/Industry body: 
	Country code
	OR Name of industry body

	
	Code
	SMPG

	Person or persons that can be contacted for additional information
	Name: Jacques Littré
Email Address: jacques.littré@swift.com
Telephone number: +3226524930

Name: Christine Strandberg
Email Address: Christine.Strandberg@seb.se
Telephone number:

	Group that sponsors the request
It must be a group of users or multiple institutions within a group
	SMPG CA WG members. 

	Is this change required for regulatory reasons?
	[bookmark: _GoBack]NO

	
	

	Business impact of request: 

	Indicate with an X the appropriate impact on business applications 

	
	HIGH - High Impact on business applications 

	X
	MEDIUM - Medium Impact on business applications

	
	LOW – Low Impact on business applications

	[bookmark: OLE_LINK1][bookmark: OLE_LINK2]<Comments on impact on business applications – this is optional >

	Impact on traffic/events/users and commitment to implement the change

	Total number of messages of this type that the sponsors currently send and receive in one year
	The exact number in Europe cannot be determined. In Euroclear UK & Ireland, during the first three quarters of 2014 there was a daily average of around 2200 claims/day. In its CSDR impact analysis, using fails data from 17 CSDs, ECSDA has estimated over 150,000 buy-ins/month, worth around €214 billion, and over €183 million/month of settlement penalties. The number and value of market claims will obviously be lower, but still substantial.

	Of the messages sent and received (see previous cell), how many will use this change in the future?
	

	Country, community  or group that is committed to use this change
	SMPG CA WG member countries with CSDs joining T2S (Target2-Securities)

	Year they commit to use this change
	SR2016

	Business rationale for the change

	According to the European standards for transaction management (CAJWG and T2S CASG), CSDs and CCPs are to generate market claims for affected settlement transactions, starting after close of business on record date and continuing for a period of 20 business days. 
Market claims are to have an intended settlement date that is equal to the payment date of the CA event or the next business day, if the market claim is generated after payment date. 
Market claims are to be created without any link to the underlying settlement transaction; the standards make it clear that a claim may indeed settle before the underlying settlement transaction. However, the CSD members may link a specific market claim to the underlying settlement transaction on a case-by-case basis. Market claims are to be generated with the same status as the underlying settlement instructions, i.e. if the delivery instruction was not released for settlement (likely due to a lack of securities), the market claim instruction will also be created without being released for settlement. 
In T2S, market claims, being corporate action transactions, are not eligible for partial settlement.

Currently, few CSDs support functionality according to the above. Indeed, in many smaller markets, market claims are bilaterally agreed between the two counterparties to the underlying settlement transaction. Since the process is manual, the market claim instructions are not created until all terms have been concluded and settlement occurs immediately after creation. 
In other markets, the CSD will generate market claims which automatically settle the following business day at start of day at the CSD. Thus, except for the UK & Irish market, there has been fairly little need in the industry for reporting of market claims generation and even less for status reporting between generation and settlement.

However, in T2S, this will not be the case. Market claims will not settle automatically; they will not be subject to partial settlement and they may be subject to CSDR penalties and buy-ins. 
This will generate a series of questions, such as:
a.	if a CSD member cannot receive market claim status updates from its CSD, how can the CSD member prioritise the different transactions? 
b.	if the CSD member cannot do this for its clients, how can the client do it? 
c.	how can a CSD member, or its client, release a market claim for settlement if they cannot identify it? 
d.	a CSD member can settle part of the market claim only by splitting it (cancelling and creating two new instructions); how can this be achieved without the support of SWIFT messages?

There is currently very limited message support for market claims processing. The CA confirmation, MT566/CACO, is used for confirmation of settlement of a market claim and works well for this purpose. For the other processes, there are really no messages available.

Based on the European standards and T2S functionality, the SMPG CA WG has identified the below business needs:
1.	to report that a market claim has been generated and registered on the account holder's account, including both the market claim transaction details as well as the key CA event details (at least event reference, type, underlying ISIN);
2.	to report a status change of the market claim;
3.	to report the cancellation of a market claim;
4.	to request the cancellation of a market claim;
5.	to instruct a new or replacement market claim;
6.	to release a market claim for settlement and amend its priority - covered by the MT530.

	Nature of change / proposed change 

	We believe the needs in point 1-5 above can be accomplished by creating two new messages:
i.	a market claim status message to address the first three points; and 
ii.	a market claim instruction/cancellation message to address point 4 and 5. 

These messages should be created in both ISO 15022 and ISO 20022.

New message: MT56x (MT560?), Market Claim
The scope of the Market Claim message would be to instruct a new or replacement market claim, request cancellation of an existing market claim, and possibly also split/update an existing market claim. The sender would be the account holder, and the receiver would be the account servicer.
	Sequence
	Tag
	Qualifier

	Mandatory sequence: A - General Information, GENL
	16R
	GENL

	
	20C
	CORP

	
	20C
	COAF

	
	20C
	SEME

	
	23G
	NEWM or CANC (and CLAU, for update?)

	
	22F
	CAEV

	
	98a
	PREP

	Optional repetitive subsequence: A1 - Linkages, LINK
	16R
	LINK

	
	20C
	RELA / SPLT / MITI / ASRF

	
	16S
	LINK

	
	16S
	GENL

	Mandatory sequence: B - Market Claim Details, MKTCDET
	16R
	MKTCDET

	
	97A
	SAFE

	
	35B
	ISIN

	
	36B
	QCLA

	
	19B
	MKTC

	
	98a
	TRAD

	
	98a
	SETT

	Mandatory repetitive sub-sequence: B1 - Counterparties, CTRPRTY
	16R
	CTRPRTY

	
	95a
	DEAG / REAG / SELL / BUYR / PSET

	
	16S
	CTRPRTY

	
	16S
	MKTCDET




New message: MT56x (MT561?), Market Claim Advice
The scope of the Market Claim Advice message would be to notify that a market claim has been created/amended/cancelled, report a status change of an existing market claim and to respond to a cancellation request of a market claim. The sender would be the account servicer, and the receiver would be the account holder.

	Sequence
	Tag
	Qualifier

	Mandatory sequence: A - General Information, GENL
	16R
	GENL

	
	20C
	CORP

	
	20C
	COAF

	
	20C
	SEME

	
	23G
	INST or CAST

	
	22F
	CAEV

	
	98a
	PREP

	Mandatory repetitive subsequence: A1 - Linkages, LINK
	16R
	LINK

	
	20C
	RELA / SPLT / MITI / ASRF

	
	16S
	LINK

	Mandatory repetitive subsequence: A2 - Status, STAT
	16R
	STAT

	
	25D
	Various status qualifiers

	Optional repetitive sub-sequence: A2a - Reason, REAS
	16R
	REAS

	
	24B
	Various reason qualifiers

	
	70D
	REAS

	
	16S
	REAS

	
	16S
	STAT

	
	16S
	GENL

	Mandatory sequence: B - Market Claim Details, MKTCDET
	16R
	MKTCDET

	
	97A
	SAFE

	
	35B
	ISIN

	
	36B
	QCLA

	
	19B
	MKTC

	
	98a
	TRAD

	
	98a
	SETT

	Mandatory repetitive sub-sequence: B1 - Counterparties, CTRPRTY
	16R
	CTRPRTY

	
	95a
	DEAG / REAG / SELL / BUYR / PSET

	
	16S
	CTRPRTY

	
	16S
	MKTCDET






	 Describe a current work around if one exists

	NA. An alternative solution, if creation of new messages in ISO 15022 is not allowed, is to amend the MT565 and MT567 messages to support the above needs. The existing messages are far from ideal for these purposes, and if this alternative is chosen it should only be done in ISO 15022 – in ISO 20022 new messages, suited for the purpose, should still be created.

	Message type(s) impacted

	New messages, plus MT530, MT536 and MT537

	Business scenario examples
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[bookmark: _Toc156900674]Actors and Roles:

1. Executing/Servicing Party

The party reporting the creation and settlement of claims

2. Instructing Party

The party instructing the cancellation or creation of claims.



		Instructing Party

		Executing/Servicing Party



		CSD participants and their underlying clients



		Central Securities Depository, any CSD participant (custodian)







A. Creation and settlement of claims (simple scenario)

This scenario illustrates the communication flow between the instructing party and the executing/servicing party in a simple scenario where claims are generated and sub sequentially settled.



Executing/Servicing Party

Report generation of each claim – new message

Confirm settlement – MT566

Instructing Party



B. Creation and settlement of claims (complex scenario)

This scenario illustrates the communication flow between the instructing party and the executing/servicing party in case of a complex scenario where:



a) claims are generated, the account owner request a change in priority/hold & release and sub sequentially settled.

Executing/Servicing Party

Report generation of each claim – new message





Confirm settlement – MT566

Instructing Party

Instruct priority change/hold & release – MT530



Report priority change/hold & release status – new message

Report change of claim status – new message





b) claims are generated, the account owner request a cancellation which is matched by the counterparty and the claim is fully cancelled



Executing/Servicing Party

Report generation of each claim – new message



Instructing Party

Instruct cancellation – new message

Report cancellation status – new message

Report change of claim status (fully cancelled) – new message





c) claims are generated, the account owner request a split (cancellation & new shapes) which is matched by the counterparty. The siblings settle on pay date.



Executing/Servicing Party

Report generation of each claim – new message



Instructing Party

Instruct cancellation & split – new message

Report split request status – new message

Report change of claim status (fully cancelled) – new message

Report generation of claim siblings – new message

Report settlement of claims – MT566
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