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T2S update o

Overview of new timeline and new composition of
the waves:

T2S Migration Waves
Wave 1 Wave 2 Wave 3 Wave 4 Final Wave
22 June 2015 28 Mar 2016 12 Sept 2016 6 Feb 2017 18 Sept 2017

- BOGS (G =
(Greece] — Euroclear ESES Clearstream
- Malta Stock Exchange (Belgium, France

- Depozitarul Central - Interbolsa Netherlands) - LuxCSD (Luxembourg)

: (Portugall
[Romanial - - VP Securities - KELER [Hungary)
- SIX SIS (Switzerland) - NBB-SSS (Denmark]

Sy ; (Belgium)
- Monte Titoli (Italy]* 9 - VP Lux

Banking AG (Germany) - Iberclear (Spain)

- Euroclear Finland

; - Baltic CSDs
- KDD (Slovenia) [Estonia, Latvia,

- CDCP [Slovakia) Lithuanial

L b
[Luxembourg) - 0eKB [Austria)

*Migration took place
on 31 August 2015
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Process Legislation on EU level

International Bodies (e.g. FSB, CPMI/IOSCO, BIS) consult on global guidelines

before legislative process starts e
European Union lﬂﬂiﬁ'}?;t.on '\gi'gff:/ S e e consLliElon S Adontion Implemen-
|egis|ation process process within EU . . . g P tation
consultation Council consultation

, Commission

Review of the Markets in Financial
Instruments Directive (MiFID II
IMIFIR)

A

European Market Infrastructure
Regulation (EMIR)

CCP Recovery and Resolution
(CCP RR)

Central Securities Depository
Regulation (CSD-R)

Financial Transaction Tax (FTT)
EU model

Capital Requirements Directive
(CRD IV)

A

Capital Market Union

Emn Implementation of EU Law on Member State Level

SIMIPE

Securities Market Practice Group

~
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Regulation CSDR

« CSDR was published in Sept. 2014 in the Official
Journal of the European Union

e Some of the Level 2 details are still not finalised

« Earliest application of parts of the regulation will
start already 2016 (e.g. the authorisation process
of CSDs)

« CSDR also includes both settlement discipline
and buy-in procedures
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Regulation CSDR

* For the settlement fails, all CSD being on a
common settlement platform (T2S) shall jointly
develop arulebook. Intention is to have a
common rulebook for all European CSDs

Penalties between 0.15 and 1bp
depending on the instrument and liquidity

« Buy-in's to be done by the trading parties; CSDs
have just an obligation to provide information
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Buy-in Chart

Buy-in execution for transactions not cleared by a CCP

FTF not insolvent

insolvent

. 4

At the end of the EP,
RTFP checks if FTP is

N

- buy-in occurs,

Buy-in is possible:
- RTF appoints BA,

- FTP has to pay buy-
in fees, difference in
price for buy-in or the
cash compensation

FTP pays

FTP does not pay

FTF insolvent

Buy-in is not
possible

Cash compensation shall be
paid by FTP cf. Art.7(7) CSDR

FP does not need to pay
anmything

All buy-in costs are
covered by FTP

RTFP pays at maximum
the price set im the
initial tramsaction (that
triggered the buy-in)

FFP does not need to
pay anything

/5.
SMIP

Securities Market Practice Group

1) If buy-in was successful:

FP liable to reimburse the
buy-in fees and difference in
price for the buy-in of. ArL7(E)
CSDR

2) If buy-in was not successful:

FP liable to reimburse the
buy-in fees of. Art.7(B) CSDR

Cash compensation shall be
paid by FTP cf. Art.7(7) CEDR

Acronyms:

RTP — receiving frading
party

FTP — faifing trading party
BA - buy-in agent
FP - faiing parficipant

Fl — financial instruments

Securities Market Practice Group

Information taken out of:

Final Report

Draft regulatory technical standards on settiement discipline under the Regulation
No 90912014 of the European Parliament and of the Council of 23 July 2014 on
improving securities settlement in the European Union and on central securities
depositories and amending Directives 98/26/EC and 2014/65/EU and Regulation
(EU) Ho 23672012 (CSDR)
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MiFID: Market in Financial Instruments Directive

MiFIR: The regulation of above

MIFID Review (MIiFID Il / MiFIR) regulates the provision of
iInvestment services in relation to all financial instruments
iIncluding derivatives, and affects all financial market players
(exchanges, alternative trading venues, investment firms and OTC
market players).

It will change the European securities markets fundamentally by
promoting further competition, increasing trade transparency,
encouraging market data consolidation and regulating
microstructural issues.

It will also increase transparency of derivatives trading,
introduce a trading obligation and aims to increase competition in
derivatives trading and clearing.

Application is expected for Jan. 2018.
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EMIR: European Markets Infrastructures Regulation

e At their 2009 summit in Pittsburgh, the G20 member heads of
state and government came to the agreement that, by the end of
2012, all standardised derivatives contracts will have to be
traded through exchanges or electronic trading platforms. In
addition, large parts of OTC trading will have to be settled on a
collateralised basis and reported to central trade repositories.

« Within the European Union, this objective is implemented through
the EMIR.

« EMIR entered into force in 2012, some of the rules are in place
since 2014 (authorisation of CCPs and trade repositories) while
some of the rules are about to be implemented within this year:

— Start of OTC clearing (as of June 2016)

— Additional capital requirements for bilateral derivatives contracts (starting Sepit.
2016)
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CMU: Capital Market Union

Is the plan of the EU Commission to mobilise capital in Europe. It will
channel it to all companies, including SMEs, and infrastructure projects
that need it to expand and create jobs. By linking savings with growth, it
will offer new opportunities for savers and investors.

Deeper and more integrated capital markets will lower the cost of funding
and make the financial system more resilient. All 28 Member States of the
EU will benefit from building a true single market for capital.

In this context the EU Commission would like to support more efficient
and resilient post-trading systems and collateral markets, by review on
progress and removing Giovannini barriers to cross border clearing
settlement, after recent legislation and Ml developments.

The EU Commission tries to achieve these goals until 2019 via various
measures.
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EPTF as relevant Forum

EPTF: European Post trading forum

- Support the work of the commission in line with CMU
- Conf calls and monthly physical meetings

- Phase 1: Feb16-Junl6: Stock taking

- Phase 2: Jull6-Febl7: assess the extent on which post trade
developments and reforms have addressed Giovannini or other barriers

- Composition is based on Trade Association representatives
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SFTR: Securities Financing Transactions Regulations

Intention to make shadow banking more transparent. Obligation to report
securities financing transactions including the composition of collateral,
possible re-use, substitution and haircuts applied.

Discussion paper published by ESMA on proposed rules under SFTR.
Comments sought by all stakeholders on implementing:

- Reporting Framework
- Fields and data required

- Regqistration requirements for trade repositories
Initial responses will be used for follow-up consultation in second half of
2016.

Draft rules expected to be send for approval to the EU Commission by
13.01.2017

Your Gateway to Securities Standavrds ! 12

~ |

Shon
; F I R Securities Market Practice Group



@MPGw 

Securities Market Pra

Spanish Market Reform (SMR)

* Implementation of a new Settlement and Registration
System ARCO

« First trade date when SMR goes live: 27.04.2016
« Force T+2 Settlement for equities: 27.06.2016

« Settlement Cycles of Iberclear at 8:30,10:00, 12:00, 12:30
and 15:00h, RTS possible

« After matching only bilateral cancellation possible
 BICs need to contain 11 digits
 New PSET for equities: IBRCESMMXXX
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