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1 Introduction

This document was prepared by the members of the Investment Funds Group Austria:  

The following market participants were involved:

· Bank Austria Creditanstalt AG 

· Bankhaus Carl Spängler & Co. AG 

· Erste Bank der oesterreichischen Sparkassen AG 

· SPARDAT Sparkassen-Datendienst Gesellschaft m.b.H. 

· Raiffeisen Zentralbank Österreich AG 

· Raiffeisen Daten Service Center GmbH 

· OeKB 

The document is intended for:

· Distributors of unit certificates, e.g. to investors

· Custodians and transfer agents 

· Fund-hubs

The document should provide a basis for the fund settlement in the Austrian Market as well as for its harmonization. Furthermore the document is intended to prepare the Austrian Market for introduction of ISO 20022 UNIFI.

It is also intended to serve as a working basis for developing a maximum degree of process standardization in the international and national fund business because the European fund market is still characterized by many different fragmented infrastructures, a great variety of tax models, different regulatory and supervisory authorities and different languages. Efficient communication with business associates requires an adequate degree of standardized processes.
The Following sections describe the process applied to the Austrian market
2 Objective and benefits of joint effort 

The main objective of the common effort is to automate processes also on a cross-border basis and to provide the option of using a common communications network with a view to reducing IT costs. The focus is exclusively on external processes and not on the internal processes.
3 Processes involving external interfaces 

3.1 Functions

The processes involving external interfaces are carried out by various "functions" within Austrian Market Practice. They are listed below: 

a) Austrian Investment Management Institution (IMI)/foreign fund provider that launches the funds and in a number of cases selects the underlying securities (Section 2. (1) of the Investment Law, InvFG).
b) Custodian as the actor responsible for monitoring, safekeeping, issue and in this context most importantly redemption of unit certificates within the meaning of Section 23 of InvFG.
c) Distributor, i.e. the distribution channel through which fund units are provided

d) Fund-hub as intermediate (centralizer) and sub-custodian for unit certificate trading

e) Central Securities Depository (CSD) for the central custody of securities. 

f) Central bank as central payment institution and also commercial banks for payment transactions.
3.2 The Agents 

The above functions were broken down into their constituent parts (agents) to allow a better comparison of the individual processes at international level. In the German fund unit trade two or more of the agents listed below can be placed under one function or one company. For instance, the function of the German custodian bank (“Depotbank”) involves the agents "custodian", "registrar", and "transfer agent". The various agents are defined as follows: 

	Agent
	Description
	Function within  German Market Practice

	Regulator
	The regulator is normally a state authority which lays down the rules for the market participants.  
	Ministry of Finance (BMF); FMA

	Investor
	The party whose money is invested and who benefits from the performance of such investment. It can either be an individual or an institutional investor.
	Final customer

	Fund company
	The company that launches the fund, determines the investment strategy, appoints the service providers, and makes all major decisions for and on behalf of the fund. It is responsible for distribution and marketing of the fund. 
	KAG/Foreign fund provider

	Asset manager
	It executes the investment strategy, selects the securities of the portfolio in accordance with the fund objectives, as reflected in the fund prospectus. It places buy and sell orders for securities in accordance with the fund's net inflows and outflows. 
	KAG/Foreign fund provider

	Fund accountant 
	It records the fund's assets and liabilities, calculates the trading prices and the fund's net asset value (NAV); it can provide performance reports and tax information.
	Custodian

	Custodian
	Helds securties and manages cash for the final customer (here: distributor) or for the fund (here: custodian bank): For funds itdelivers as “safekeeping client” the assets for specific permitted transactions only against authorized instructions. It maintains the fund's holdings which constitute its assets. The custodian can appoint sub-custodians.
It is appointed by the fund company. Its task is to update the fund accounts to reflect the daily unit sales and redemptions, switches, transfers and changes of registrations. 

It ensures prompt settlement of orders and is able to provide tax information to the investor and its intermediaries. It can calculate, receive and set off commissions. It prepares and sends order confirmations and the resulting cash account statements to the investor or its intermediary. It responds to requests concerning securities account holdings and has a control function. It executes interest payments.
	Custodian bank; distributor

	Intermediary
	It is an agent between two transacting parties but acts on behalf of one party. Usually it centralizes certain activities and thus generates economies of scale. 

It can provide fund information to potential investors, accept orders on behalf of a fund and implement order transfer as well as flow of information between the fund and the investors and their intermediaries. It is remunerated in the form of commissions paid by the fund or the investor. 
	Distributor; transaction bank; fund-hub

	Hub
	It manages and centralizes communication, settlement and coordination among the various parties.
	Fund-hub

	CSD
	The Central Securities Depository (CSD) provides its members with an efficient and secure method for fast and safe settlement. It has processing capacities for payment, custodian, settlement and post-settlement functions for securities and information such as capital increase, dividend and interest payments. It holds and controls physical securities holdings as well as non-physical securities including fund units. 
	CSD

	Cash correspondent
	A financial institution that makes or receives payments on behalf of a fund.
	Central bank; custodian


In the charts in sections 5 and 6 the functions are shown in black, the agents in blue Italics. 

3.3 Potential market participants and their relations

The chart below illustrates the potential market participants and their possible relationships. The various alternative business relationships are represented by different colors. The agents are shown in blue Italics. 

The processes of trading in Austrian or foreign fund units must meet the provisions of the Investment Law (InvFG), ensure clear accountabilities and allow for straight-through processing. 
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4 Distribution of unit certificates 

The following processes give a broad picture of the various possibilities involved in the unit certificate trade. Only the purchase of unit certificates is represented. In the event of redemption, the processes are reverse. 
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5 Unit certificate transfers 
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6 Position report 

Position reporting is identical to the reports on equities and bonds. 

7 Glossary 

	German term
	English term
	Description

	Kapitalanlagegesell​schaft (KAG)
	Austrian Investment Management Institution (IMI)
	Investment management company under the Austrian Investment Law (InvFG)

	Foreign funds
	Foreign Investment Management Institution (IMI)
	Foreign funds authorized for distribution in Austria

	Depotbank
	Custodian, 
Transfer Agent, Registrar
	Custodian bank under the Austrian Investment Law (InvG) as the agency responsible for the issue and redemption of unit certificates within the meaning of Article 23 InvG

	Zentralverwahrer
	Central Securities Depository (CSD)
	Securities deposit bank 

	Auftrag
	Order
	Binding order to buy or sell 

	Fondshub
	Fund hub
	Fund trading/fund settlement platform, fund service bank

	Vertreiber
	Distributor
	Institution distributing investment funds, normally a bank or financial service provider 

	Vermittler
	IFA, Independent Financial Advisor
	Passes on customer orders 

	Wertpapier-abrechnung
	Trade Contract Note
	Full securities settlement statement including all charges, taxes, etc. delivery route 
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Investment Fund Processing in Austria: 
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Purchase of unit certificates through a CSD e.g. delivery versus payment
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Transfers of unit certificates between the various portfolio managers
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Purchase of unit certificates through a CSD e.g. delivery free of payment (if currencies    EUR)
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