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Foreword
SWIFT thanks the European Securities and Markets Authority for the opportunity to respond to the
Discussion Paper on Central Securities Depositories Regulation.
SWIFT is a member-owned, cooperative society headquartered in Belgium. SWIFT is organised under
Belgian law and is owned and controlled by its shareholding Users, comprising over 2,300 financial
institutions. We connect over 10,500 connected firms, across more than 215 territories. A fundamental
tenet of SWIFT’s governance is to continually reduce costs and eliminate risks and frictions from industry
processes.
SWIFT provides market infrastructures (including many EU CSDs), banking, securities, and other
regulated financial organisations, as well as corporates, with a comprehensive suite of messaging
products and services. We support a range of financial functions, including payments, securities
settlement, reporting, and treasury operations. SWIFT also has a proven track record of bringing the
financial community together to work collaboratively, to shape market practice, define formal standards
and debate issues of mutual interest.
The detailed comments provided below cover the parts of the consultation of most relevance to the role
which SWIFT plays in the financial community and are particularly focused on the issue of communication
procedures and standards.
We thank the Authority again for the opportunity to comment. Please do not hesitate to contact us should
you wish to discuss this further.

Natasha de Terán
SWIFT | Head of Corporate Affairs | Corporate Affairs
Tel: + 44 20 7762 2151
Mob: + 44 7780 483 467
www.swift.com
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1

Detailed Comments

1.1

Question 1

Which elements would you propose ESMA to take into account to form the technical standards on
confirmation and allocation between investment firms and their professional clients?
Confirmation and Allocation measures (Article 6)
As ESMA observes in the Discussion Paper, the timely and automated exchange of confirmations and
allocations is essential to efficient settlement, helping to avoid settlement fails and lowering operational
risk.
Such communication is best achieved by the electronic exchange of standardised messages between
counterparties. This could be undertaken either directly between the counterparties, or indirectly
(potentially via a matching system), but ideally would take place on trade date – not after. Furthermore it
is crucial that the confirmation process includes full confirmation of the settlement details of the
transaction(s), and not just the basic economic terms of the trades, as well as any settlement chain
details. Where allocations are required, the settlement details of each allocation should be provided, and
ideally affirmed back (note that the use of the ‘affirmation’-step is domicile-dependent). All this will allow
settlement instructions to be lodged early in the settlement process at the CSDs.
The widespread adoption of “open” message standards will also be essential to increasing efficiency and
reducing fails. Commonly agreed, open standards are free-to-use standards designed for channel-neutral
electronic message exchanges, usable on any network.
Open messaging standards (such as ISO 20022 used for T2S, and ISO 15022 used in many CSD
communities for “downstream” settlement) which support this “upstream” process are available and in
use, supporting both the direct and indirect models. The ISO 15022 messages which already enable the
communication required for efficient allocations and confirmations are illustrated below:
Graph 1: Typical confirmation and allocation message flow (ISO 15022)

Like ISO 15022, the Financial Information Exchange protocol (FIX) and ISO 20022 standards are
agnostic, free-to-use standards designed for channel-neutral electronic message exchange which can be
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used on a variety of networks and solutions. These standards could also be used to support the
processes outlined above, however whilst the ISO 15022 standards supporting “downstream” settlement
have already been refined and harmonised by the global Securities Market Practice Group (to specify, for
each asset class in over 30 markets, exactly how the settlement chain should be recorded at every
conceivable level of detail), the FIX and ISO 15022 messages covering processes “upstream” of the
settlement chain, do not benefit from SMPG Market Practice Guidelines.
To encourage greater harmonisation of market practice ESMA should consider encouraging the
development of a Europe-wide Trade Initiation, Confirmation and Allocation market practice
harmonisation exercise. Such an effort would ideally be led by an appropriately-resourced and
representative industry body (such as the SMPG itself, for example), and its output should be
documented according to established formulae and formats, such as those currently used by the SMPG
community for settlement refinement and harmonisation purposes. The scope of this exercise would
(initially) be a market practice guide covering all asset classes and markets in the scope of the CSD-R,
showing clearly how the confirmation and settlement legs of the transaction should be integrated and
harmonised to support the new T+2 mandate.
Were such a market practice guide developed, it would in all likelihood be refined and expanded over
time, and adopted by participants in markets outside the EU, which would lead to efficiency gains for EU
firms in non-EU markets, and vice versa.
Conclusion
In summary, our view would be that these regulatory technical standards should focus on ensuring
harmonised electronic exchange of messages that enable not just the economic terms of the trade to be
agreed, but also the full settlement details between all the parties in the chain, including investment firms
and their professional clients, on trade date. The RTS should require this be done using standards and
processes, refined by SMPG market practice, thus promoting high levels of automation and
interoperability, fostering competition, lowering costs and frictions and enabling consumer choice.

1.2

Question 3

ESMA welcomes concrete proposals on how the relevant communication procedures and
standards could be further defined to ensure STP.
CSD Communication Procedures (Article 35)
The discussion paper notes the requirement in Article 35 of the CSD Regulation for the use by CSDs of
‘international open communication procedures and standards for messaging and reference data’ in their
communication with participants, and with other market infrastructures.
A practical proposal which addresses this requirement can be found in the ‘Giovannini Protocol’, which
1
was written to address the communication and standards issues inherent in Giovannini Barrier 1, the
barrier that deals with the national differences in information technology (IT) and interfaces used by posttrade clearing and settlement providers.
The protocol was published in 2006 following extensive industry consultation and has since been
implemented by many settlement providers, including many CSDs. Full EU-wide compliance across

1

The Giovannini group, as advisor to the European Commission, published two reports in the early 2000s
identifying 15 ‘barriers’ to efficient and cost-effective cross-border clearing and settlement of securities
transactions within the European Union (EU).
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settlement and asset servicing processes has not, however, been achieved by all providers for all relevant
communication flows. As settlement providers, CSDs should be encouraged to use the core elements of
the protocol for the communications activities identified in Article 35. The core elements of the protocol
which we would now put forward for consideration in respect of Article 35 compliance are as follows:
1. Data Standards. Implementation of support for ISO 15022 and ISO 20022 standards and syntaxes in
compliance with existing SMPGGP practices, to enable institutions engaged in either domestic or
cross border securities settlements to use these standards and syntaxes in their communication with
CSDs. The core aim should be to provide all domestic and cross-border settlement institutions with
the common option to use ISO 15022 and ISO 20022 standards and syntaxes for their
communication with CSDs. In addition the same standards options should be supported by CSDs for
their communication with other securities clearing and settlement market infrastructures. The
relevant message flows in ISO 15022 and ISO 20022 are shown in the diagrams below:
Graph 2: Typical CSD securities message flow (ISO 15022)
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Graph 3: Typical CSD securities message flow (ISO 20022)
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MX semt.017:
settled transactions

MX semt.018:
pending transactions

2. Transfer Layer Standards. The transfer layer should support machine-to-machine data transfer
which supports the use of ISO 15022 and ISO 20022 structured messages and file formats, and
supports Internet Protocol (IP) for communication and routing.
3. Transfer Layer Security. All machine-to-machine transfers should feature:
• Authentication and data integrity, via PKI;
• Non-repudiation;
• Time stamping.
The Certificate Registration Authority associated with the PKI service must implement industry
recognised best practices for certificate issuance. In addition market best practice minimum key
lengths should be implemented, to ensure strong encryption.
4. Transfer Layer Service Levels. As per the original Giovannini Protocol recommendations, the
transfer layer should be available during TARGET2 opening hours (as a minimum) and should satisfy
business and regulatory requirements for performance, resilience and network management.
Additionally the transfer layer should provide the following services:
– Audit logs of messages or files (retention should be in accordance with regulatory requirements);
– Guaranteed delivery of messages or files;
– Delivery once, and only once, of all messages or files.
For the communication flows relevant to Article 35, the Giovannini protocol provides a practical way
forward. The protocol includes the option of ISO 15022 message standards, which are widely used today
by CSDs and their participants for settlement processes, and which also fulfil the open standards criteria
set out in the CSD-R.
The consultation correctly notes that ISO 20022 message formats are mandated for T2S (and for SEPA).
Over time, we would expect more securities settlement communications will migrate to ISO 20022, but
this will not be immediate. In the meantime, the adoption of the core elements of the Giovannini protocol,
including the option of using ISO 15022 or ISO 20022 messaging standards, provides an optimal way of
ensuring that international open’ standards are used to facilitate efficient recording, payment and
settlement.
SWIFT would be pleased to provide further background on any elements of the aforementioned protocol,
and how it could be implemented in securities settlement communications with CSDs.
For ease of reference we attach a list of ISO 15022 and 20022 messages covering settlement in
Appendix 1 and the original Giovannini Protocol document in Appendix 2.

1.3

Question 29

How does it impact the current costs of record keeping, in particular with reference to the use of
the LEI?
Recordkeeping (Article 29)
Whilst obtaining LEIs under the Global LEI scheme is inexpensive, migrating CSD record keeping to the
LEI represents a significant system change which will have important cost implications for some CSDs. A
phase-in period for this change is therefore proposed. During this phase-in period it is to be expected that
the usage of the LEI would become more pervasive in the industry, partly as a result of other regulatory
mandates e.g. EMIR, MiFID reporting etc. As the use of the LEI expands in the financial industry, the
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benefits from this unique identifier will begin to accrue. We therefore expect that the cost benefits of
moving to one standard identifier will become compelling over time.
1.4

Question 40

In your opinion, will these requirements for CSDs be a good basis for identifying, monitoring and
managing the risks that key participants, utility providers and other FMIs pose to the operations of
the CSDs? Would you consider other requirements? Which and why?
As the Discussion Paper notes (175), CSDs need to identify the risks from Critical Service Providers
(CSPs). In our view it is important not only that they do this – but that they do this consistently under an
agreed framework that will satisfy both the CSD’s own concerns, as well as those of their supervisors. We
note that CPSS-IOSCO is developing an assessment process for CSPs, as part of the follow-up to their
2012 Principles for FMIs (including CSDs). As an organisation which provides critical services to CSDs,
not just in the EU but globally, we would welcome a regulatory framework which provides CSDs, their
users and their supervisors with the maximum level of certainty and consistency in the EU and beyond.
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Appendix 1

Core Settlement Message Standards in ISO 15022 (MT) and ISO 20022 (MX)

MT

Message Name

MX Identifier

MX Name

MT540

Receive Free Instruction

sese.023

SecuritiesSettlementTransactionInstruction

MT541

Receive Against Payment
Instruction

sese.023

SecuritiesSettlementTransactionInstruction

MT542

Deliver Free Instruction

sese.023

SecuritiesSettlementTransactionInstruction

MT543

Deliver Against Payment
Instruction

sese.023

SecuritiesSettlementTransactionInstruction

MT544

Receive Free Confirmation

sese.025

SecuritiesSettlementTransactionConfirmation

MT545

Receive Against Payment
Confirmation

sese.025

SecuritiesSettlementTransactionConfirmation

MT546

Deliver Free Confirmation

sese.025

SecuritiesSettlementTransactionConfirmation

MT547

Deliver Against Payment
Confirmation

sese.025

SecuritiesSettlementTransactionConfirmation

MT548

Settlement Status and
Processing Advice

sese.024

SecuritiesSettlementTransactionStatusAdvice

MT578

Settlement Allegement

sese.028

SecuritiesSettlementTransactionAllegement
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Appendix 2

Original Giovannini Protocol Documentation from 2006
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