


BUSINESS JUSTIFICATION
FOR THE DEVELOPMENT OF NEW ISO 20022 FINANCIAL REPOSITORY ITEMS

A. Name of the request:
Post Trade Foreign Exchange Messages

B. Submitting organisation:
CLS Bank
Financial Square
32 Old Slip, 23rd Floor
New York, 10005 
USA

C. Scope of the new development: 
This submission concerns a set of messages related to the post-trade processing in the foreign exchange trade domain together with cash management and administration messages to support the associated payments processing and notification of system events.
The business scenarios cover both the submission of trade details (providing the ability to submit new trade details; amend or cancel previously submitted trade details); notification of the status of such submitted trade details including confirmation of the matching of those trade details as submitted by both parties; preparation at value-date for the settlement of those trade details including notification to the submitting parties regarding settlement maturity and the calculated schedule of payments necessary (Pay In Schedule) to accomplish settlement. Parties are also notified of the ultimate status result of the settlement process.
To cater for various failure scenarios – additional funding can be requested to complete settlement in the form of specific Pay In Calls. Parties are also required to acknowledge such Pay In Calls and Pay In Schedules. 
To facilitate the reconciliation of the settlement process, credit/debit advices and statements are also sent to the parties.

A total of 13 new messages are submitted in the following Business Areas to support settlement processing of ‘vanilla’ FX Trades:
· 3 new ‘Administration’ messages
· Static Data Request is a message that is sent by a participant of a central system to the central system to request a static data report.
· Static Data Report is a message that is sent by a central system to the participant to provide static data held in the system.
· System Event Acknowledgement is a message that is sent by a participant of a central system to the central system to acknowledge the notification [System Event Notification (admi.004)] of an occurrence of an event in a central system.

· 3 new ‘Cash Management’ messages
· Pay In Call is a message that is sent by a central settlement system to request additional funding from a settlement member impacted by a failure situation.
· Pay In Schedule is a message that is sent by a central settlement system to the participant to provide notification of a series of timed payments scheduled for each currency at the time and date of the schedule generation. The central settlement system may send information about how the timed payments have been calculated.
· Pay In Message Confirmation is a message that is sent by a participant of a central system to the central system to confirm a PayInSchedule or a PayInCall has been received.


· 7 new ‘Foreign Exchange Trade’ messages
· Foreign Exchange Trade Instruction is a message that is sent by a participant to a central settlement system to notify the creation of the foreign exchange trade agreed by both trading parties.
· Foreign Exchange Trade Instruction Amendment is a message that is sent by a participant to a central settlement system to notify the amendment of the foreign exchange trade previously confirmed by the sender.
· Foreign Exchange Trade Instruction Cancellation is a message that is sent by a participant to a central settlement system to notify the cancellation of the foreign exchange trade previously confirmed by the sender.
· Foreign Exchange Trade Status and Details Notification is a message that is sent by a central system to the participant to provide notification of the status and details of a foreign exchange trade.
· Foreign Exchange Trade Status Notification is a message that is sent by a central system to the participant to notify the current status of a foreign exchange trade in the system. This message will be sent at specific times agreed upon by the central settlement system and a participant in a central settlement system.
· Foreign Exchange Trade Bulk Status Notification is a message that is sent by a central system to the participant to provide notification of the current status of one or more foreign exchange trades.
· Foreign Exchange Trade Withdrawal Notification is a message that is sent by a central system to notify the withdrawal of a foreign exchange trade which was previously notified to the receiver as an alleged trade. The message is used to confirm the cancellation of a previously notified trade.

In addition to the new messages listed above, CLS intends to use 4 existing ISO 20022 registered messages to complete its Post Trade Foreign Exchange business transactions. They are:
· 2 existing ‘Administration’ messages
· Message Reject (admi.002) 
· System Event Notification (admi.004).
· 2 existing ‘Cash Management’ messages
· Bank To Customer Statement (camt.053) 
· Bank To Customer Debit Credit Notification (camt.054)

It is proposed that the FX-SEG should be assigned the evaluation of the candidate ISO 20022 messages, once developed.
CLS has considered the use of the ISO 20022 Business Application Header (BAH) and intends to adopt the BAH with all of the proposed messages and the additional, existing, ISO 20022 messages used as part of the overall CLS settlement services.

D. Purpose of the new development:
The post-processing of FX trades for settlement through CLS has, since inception, been facilitated through bespoke messaging interfaces requiring CLS-provided software hosted at Settlement Member locations and requiring CLS-specific programming interfaces for the receipt and transmission of data related to the processing.
Initial work in this space was developed by CLS through a series of 13 ISO 20022 messages for specific FX trade type – namely Non-Deliverable Forwards and Option Premiums - in the business area ‘trea’ that has since been declared obsolete by ISO. 
This new development enables ISO 20022 messaging to be used for all of the FX post-trade processing for settlement and will allow CLS to decommission the above mentioned obsolete set of messages. We expect that this development will enable industry-standard messaging platforms to be adopted and facilitate straight-through-processing efficiencies.

E. Community of users and benefits:
These messages are designed to address the FX post-trade processing needs primarily for the CLS Settlement Member community but are designed to be capable of adoption in other contexts.
1. The current interface to CLS for FX post-trade processing for settlement is a bespoke and specialised server software and associated application programming interface library. This requires dedicated hardware at the member location(s) to host the CLS server software and also requires specialist knowledge to develop and maintain the interface. The migration to ISO 20022 messages will enable delivery to be accomplished over industry-standard transport mechanisms and existing infrastructures providing members with significant potential savings in the resourcing, skills and operational support required to interface to CLS.
2. Current CLS projections for CLS-eligible FX trades predict an average of up to 2 million FX sides to be processed daily. Peak days (eg after a US Bank Holiday for settlement) are predicted to be double the average (so up to 4 million sides). The CLS system, as a systemically important Financial Market Utility, is designed to cater for exceptional market events that can see volumes rising to 3.5 times the daily average (ie in the order of 7 million sides).
3. The CLS community currently consists of 62 directly participating Settlement Members who will be migrated to this new interface; currently, 26 of these members provide ‘3-rd party services’ to approximately 9,000 clients whose trades are submitted to CLS by their Settlement Member service provider.
4. This initiative has been endorsed by the CLS Board– consisting of the 74 CLS Shareholders drawn from all of the major financial institutions in all of the global jurisdictions and supporting the current set of 17 currencies -  and the Central Bank Oversight Committee (representing 22 Central Banks). All of the Settlement Member community have been engaged in the formulation of this initiative and are all committed to migrate to the new interface standard by the end of 2015.
5. The migration is designated as mandatory by CLS and hence will be deployed to all of the community in the timeframes established.

F. Timing and development:
CLS has already commenced the development work for this initiative.
CLS will submit the initial candidate messages to RA for review and qualification in Q4 2013.
CLS will test the candidate messages once they have been reviewed and qualified by the RA and before their final submission to the SEG for approval.
The development and delivery of the capability by CLS is scheduled for release to the user community from Q1 2014.
Initial integration testing will be conducted with a pilot set of members and interface vendors from early 2014. This will be followed by testing with the CLS user community in the CLS Joint Acceptance Service from Q2 2014 in a phased approach and is scheduled to be released for production use in Q3 2014.
Member migration is being planned over 3 phases each of approximately 6-month duration – starting in Q 2 2014. All migration is required to complete by the end of 2015.
Production migration will commence following member acceptance testing from Q3 2014.
In the event that any changes are required as a result of testing, candidate messages will be re-submitted to the RA in Q3 2014.
Candidate message models will be submitted for SEG(s) approval in Q4 2014. This timeframe is intended to ensure that there is market take-up and any usage issues are resolved so that only the final accepted versions will be registered.
CLS has directly involved both the technical and business/operational groups within its Settlement Member community and has also engaged with those software vendors who develop interfaces to CLS. The proposed messages have been through a series of reviews with that community and CLS is working with SWIFT to ensure that the proposed messages are designed and specified in accordance with ISO 20022 principles.
CLS has recently been made aware of the fact that the Chinese Foreign Exchange Trade System (CFETS) are investigating the reverse engineering of their current set of Foreign Exchange messages (based on the IMIX standard) into ISO 20022 messages. CLS has offered to CFETS to discuss how current CLS messages and IMIX messages may fit together.

G. Commitments of the submitting organisation:
CLS is fully committed to the timely development of the candidate ISO 20022 business models and message models that it will submit to the RA for compliance review and evaluation.
The submission will be compliant with the ISO 20022 Master Rules and include a draft Part 1 of the Message Definition Report (MDR) compliant with the template for MDR part 1 provided by the RA, the ISO 20022 Message Transport Mode (MTM) that CLS recommends to consider with the submitted message set, and examples of valid instances of each candidate message. CLS will address any queries related to the description of the models and messages as published by the RA on the ISO 20022 website.
CLS confirms that it will promptly inform the RA about any changes or more accurate information about the number of candidate messages and the timing of their initial submission to the RA.
CLS confirms that it will promptly inform the RA about any changes or more accurate information about the timing of any re-submission of messages in the event that any changes are required as a result of testing.
CLS is committed to undertake the future message maintenance.
CLS confirms its knowledge and acceptance of the ISO 20022 Intellectual Property Rights policy for contributing organisations, as follows.
“Organizations that contribute information to be incorporated into the ISO 20022 Repository shall keep any Intellectual Property Rights (IPR) they have on this information. A contributing organization warrants that it has sufficient rights on the contributed information to have it published in the ISO 20022 Repository through the ISO 20022 Registration Authority in accordance with the rules set in ISO 20022. To ascertain a widespread, public and uniform use of the ISO 20022 Repository information, the contributing organization grants third parties a non-exclusive, royalty-free licence to use the published information”. 

H. Contact persons:
CLS Executive Director – Enterprise Architecture & Strategy:
· Paul Trickey	ptrickey@cls-services.com	+44 20 7971 5784
CLS Business Analyst:
· Ben Parkinson	bparkinson@cls-services.com	+44 20 7971 5705

I. Comments from the RMG members and relevant SEG(s) and disposition of comments by the submitting organisation:

Comments from the FX SEG on BJ Post Trade FX Messages:
Confirm that this BJ falls within the FX SEG’s business domain.  In terms of comments/feedback received from SEG Members:


Australia

1.		 When the BJ is talking about "FX trades" are we only talking about "Vanilla" FX spot, forward and swaps ? 
Response:	Yes - the Business Justification only considers ‘vanilla’ FX trades (spot, forward and swaps)

2.		 Will these new messages also include FX options, Option Premiums, NDF's and NDO's ? (Read in the document that previously developed NDF and Option Premium in Bus Area 'trea' will be obsolete )
Response:	No. It has been noted that the existing ‘trea’ messages that were developed for NDFs and OPRs are indeed scheduled to be obsolete; this business justification for the new ‘fxtr’ messages has not considered the special treatments that such FX trades (eg NDFs; OPRs; etc) would require. The migration of the existing NDF/OPR ‘trea’ messages would need to be considered by a separate business justification. However, we have taken into account the relationship to those messages where there is equivalence between them

3.		 Assume we are not talking other FX Derivative messages as well just the current financial products that already go to CLS ?
Response:	Correct; as above, we have considered the context of FX trades submitted post-trade for gross settlement by a central utility only; no consideration has been made in this business justification for any ‘derivative’ FX trade processing as they require a different message content and work flow.

China 

1.		 Which business process does the BJ belong?  To our understanding, the 7 foreign exchange trade messages seem to belong to "Settlement Notification",  however, they are classified in post trade catalog (which differs from settlement catalog in ISO 20022).  We suggest that the submitter further explain the business scenarios.
Response:	The business scenarios in this business justification cover the entire post-trade life cycle of an FX trade; in the context of gross settlement by a central utility, the life-cycle from submission for settlement, through confirmation matching and ultimate settlement is a single business process - and the 'post-trade' ‘fxtr’ business area is considered to be the most suitable.
In the IDO definition of the different business areas, the FX Transaction Management ‘fxmt’ business area did not appear to cover trade processing, but was rather concerned with management of the contracts, and so did not seem appropriate; however, the Dashboard categorisation does seem to separate the life cycle into 2 distinct parts which does not fit naturally with the business scenario we are addressing. 
It is our judgment that in the context of globally settled FX trades, the submission, confirmation matching and ultimate settlement is therefore part of a continuous lifecycle for post-trade processing – and so should all fall in the ‘fxtr’ process area. We have highlighted this to the RA which requested the FX SEG to clarify the categorization of the business processes so as to ensure that we do not have duplication of messages for the same purpose (eg status notifications) across the entire post-trade lifecycle

2.		 Are there any differences between the messages in this BJ and SWIFT MT300?
Response:	CLS itself will process both MT300 and the new XML messages and we have worked closely with SWIFT to ensure that all attributes of the MT300 pertinent to the post-trade processing through to settlement have been captured and will continue to be maintained in alignment.
We therefore consider that the message definitions are fully compatible with the MT300 for the purposes of post-trade processing through to settlement.

CFETS has also indicated that it has some business scenarios that may use the messages mentioned in the BJ and would therefore like to participate in the Evaluation Team – the FX-SEG have noted this and will include them.

Response:	CLS will be pleased to consider any Feedback from CFETS as part of the FX-SEG evaluation.


Comments from the RMG on BJ Post Trade FX Messages:

South African comment on New Business Justification Post Trade Foreign Exchange Message

The following comment is from the only CLS Settlement member in the region:

These messages relate to the interaction between CLS and its members as it relates to submission of FX trades and the responses from the CLS system as a result of these submissions.

The scope of the proposal impacts new and existing ISO20022 messages for the interface between CLS and its members. It will impact CLS’s proprietary system that the members use (CLS GUI) and the members systems they use to manage their interaction with CLS on both the trace and settlement processes.

In Standard Bank of South Africa’s case we are comfortable that both CLS and our vendor are on top of the proposed new ISO standards and we will be ready to accommodate the changes.

In terms of the proposed standards themselves, we are happy they reflect our requirements on how they may translate into business processes that we are involved in.

Response: CLS welcomes the support from South Africa for this development.


Submitter: Switzerland, Matthias Meier 
Date: 29th July 2013 
General remarks: 
The Swiss community supports the Business Justification. The way forward matches the expectations. 
The information provided in the BJ has not yet the detail level, that the impact on the Swiss financial market and the institutions is clear. 
We expect that CLS will communicate pro – actively, including the users and provide more details as soon as possible 

Response: CLS has embarked on a series of Roadshow presentations; workshops and one-to-one consultations where requested to communicate the detail of the proposals and has published comprehensive reference guides to its community of Members and Vendors. This level of engagement will continue with the CLS Eco-system participants as part of the Strategic Architecture (STAR) programme roll-out.

Detail remark:  

 The SWIFT “CAMT MX Working Group” is working on the CAMT messages which should be used by market infrastructures like Target 2, T2S and SIC 4, the new Swiss Clearing initiative. 
We suggest that CLS is considering to using CAMT.025 instead of developing a new message type for ‘Pay in Message Confirmation’
Response:	We plan to use camt.054 for our account notifications and in the case of receipt/submission of payment we need to send payment and movement related data. The camt.025 does not account for that as it is just an Ack. It also contains very much T2S specific codes and statuses that bear no relevance to our system. We are using the equivalent of the MT900/910 and the camt.054 is considered to be a suitable fit.


T2S COMMENTS ABOUT THE CLS BUSINESS JUSTIFICATION
POST TRADE FOREIGN EXCHANGE MESSAGES

The T2S project welcomes the CLS Bank decision for the use and deployment of ISO 20022
messages and supports the CLS Business Justification.
Although the BJ is rather vague in the future messages’ description, the T2S project sees
some similarity with four of the messages it will use and would like to comment this point of
the BJ.
Administration message
Static Data Request / Static data Report
We are surprised that only one message can cover all reporting needs of any static data
available in the CLS system.
· Either CLS would like to use the static data request to provide specific data out of the
ones available within the system and in our opinion the query and report message
should be defined as such :
For instance in T2S there are a series of requests for Static Data reports in use, e.g.
SecuritiesAccountQuery, SecuritiesAccountReport, SecuritiesAccountAuditTrailQuery,
SecuritiesAccountAuditTrailReport,..., each covering a different scope of static data in
accordance with ISO20022 principles.
· Or the CLS message report is designed to provide ALL Static Data available in the
system or a ready-for-pulling report and we recommend it is clarified within the BJ.
In case a ready-for-pulling report is available, T2S would propose to check whether the T2S
admi.005 message may fit the CLS needs. In T2S, this message is used to query a previously generated report, no matter whether this was a static data or settlement or cash report…
Response: From analysis of the limited information available on the admi.005 message, CLS understands that it is used for querying transactions for an account in T2S. There are search criteria elements that do have similarity with what we are trying to achieve only the additional elements on the transactions and counterparties give the message a very different context. CLS would welcome a call or discussion with T2S to understand the usage a little better before assuming it isn’t fit for our purpose. In particular, we would like to know how the requested report query is returned to the requestor and what the format of the messages would be.


System Event Acknowledgement
We see some similarity between the System Event Acknowledgement description and the
T2S admi.007 message.
The T2S admi.007 is a general acknowledgement message for all messages and not
specifically designed for Event Notifications.
The T2S project suggests verifying whether admi.007 could meet the needs. This message
could be enriched with one or two optional elements.
Response:	admi.007 seems to contain T2S specifics and is an Ack for T2S flows. It is also sent from the settlement system to the Member which is the opposite way around to our business flow for message acknowledgement.

Pay in Message Confirmation
We see some similarity between the Pay In Message Confirmation description and the
camt.025 message.
T2S uses the camt.025 message as a general status message for cash events to be
exchanged with an RTGS or the T2S actors.
The T2S project suggests verifying whether camt.025 could meet the needs of CLS.
Response:	as described above in response to the Switzerland comment, we consider that the camt.025 message is only an Ack – whereas we are using the equivalent of the MT900/910 and the camt.054 is considered to be a more suitable fit.
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