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T2S countdown — 7 months, 3 days to go live
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Technical platform of all securities and cash accounts to settle all securities

transactions in central bank money
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t 5 The T2S Community

TARGET= -SECURITIES Status Of TZS

24 CSDs (nearly 100 % of EUR
settlement volume)

-Eurosystem NCBs and Danish central
bank

Their users

T2S as an open system: further CSDs
and currencies can join

Any fungible ISIN can be settled (FoP or
against EUR/DKK CeBM)
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Wave 1 9 months Wave 2 6 months Wave 3 5 months Wave 4
22/06/2015 S - 28/03/2016 12/09/2016  <----------------—--- 06/02/2017

) ‘%ﬁﬂﬂkﬂ

. -
?) Bank of Greece N .Euroclear Belgium ™M) .Clearstream < ?Bhé\l(gm%l)on CcsSD p
> Securities g *Euroclear Erance G>) Banking G>) *Centralny depozitar -
© Settl t ] © © cennych papierov -
= ettiemen = «Euroclear = (Germany) = SR (CDCP) o
System (BOGS) Nederland “KELER (Hungary) .(Esggzi’ak'a) E
*Depozitarul eIntetbolsa «LuxCSD VEéé}(rtp_aberikeskus .
Central (Romania) | (Luxembourg) (Estonia) o
(Portugal) g «Euroclear Finland
*Malta Stock -National Bank of «Oesterreichische ’:?SE)Clegr (Splain) »
. - Centralna
Exchange Belgium Kontrollbank klirinsko depotna
*Monte Titoli (Italy) Securities (Austria) chr:tZu?/iésclzxﬁ?rI\?s)
*SIX SIS Settlement VP Lux \éertybiniu popieriy
epozitoriumas
(Switzerland) Systems (NBB- (Luxembourg) (Lifhuania)
SSS) *VP Securities 'I(‘:(égtr'all‘:;tsvuas
(Denmark) depozitarijs (Latvia)

EUROPEAN CENTRAL BANK

EUROSYSTEM



Table of content

.1..

. T2S perimeter

Progress achieved and way ahead

NGO OO OO DR

. Collateral in T2S

EEEEEEEEEEEEEEEEEEE

EEEEEEEEEE



The T2S Programme Plan

Achievements of T2S

V==

TARGET = -SECURITIES

2007 2008 2009 2010 2011 2012

NEllDreparation Phase
Vlon 17/07/06

20

Specification Phase
Development & Testing Phase

// \
: “‘$$ SP1  SP2
\‘}f

| Software development complete

4CB have completed testing and delivered
software to Eurosystem and future Users

All Synchronisation Points (SPs) scheduled |
have been met so far

S

e
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Live
we are here

13 204 2015 2016 2017

Finish
Tue
31/07/17

EAT

User Testing Phase (SP7-12)

Migration Phase (SP14 - 16)

SP3  SP4 P13 SP17

T2S Go-

Synchronisation points (SP)

Definition:

* Monitoring milestones,

* Represent the check points
between the T2S Programme Plan
and the reshaping/adaptation
project plans of the CSDs/CBs
participating in T2S.



=] Recent Key milestones achieved
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« All T2S stakeholders (Eurosystem, central
Cha||enge banks, CSDs, banks) to be ready in time for
testing and migration to T2S

—~ 7
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SP 8: Start of

Bilateral ,
Interoperability First-wave CSDs and

Testing Eurosystem NCBs to
(1 Oct 2014) be ready for migration
(four migration waves

SP 6: Eurosystem
Ready for User

Testing CSDs and CBs  pjanned)
(1 Sept 2014) may start with
Eurosystem to set ~ user testing

SP 5: Start of  up User Testing (for all waves)

Eurosystem environments and ‘/
Acceptance deliver relevant

Testing (31 training material and

Mar 2014) testing documentation

4CB to deliver ‘/ |@|

the TZS Software EUROPEAN CENTRAL BANK

/ EUROSYSTEM




=] ey milestones until go-live — forvie
i | ooking ahead '

e Start - - 7,
] Joint CSD/CB testing
SP 91 Multilateral of T2S functionalities g

Sz 2050 Interoperability according to wave 5

) composition
Testing

e Start CSDJ/CB testing with
SP 10.1 Communit their communities '}
2 Mar 2015 _ y according to wave
Testing composition

SP 16.1 « Ready for T2S
19 June Go-Live on
2015 22 June 2015

,,,,,,,,,,,,,,,,,,, tc
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L The rate of successful test was close to 90%

O The Eurosystem considered the platform stable for user testing

Q On 1 October 2014, CSDs and NCBs started testing the T2S platform.
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wi=] Financial equilibrium in T2S
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Cost recovery period: 8.75 years

Investment cost: €408.4 millions

AN

Running costs/year: €64.6 millions l

/ + \

Capital costs: MRO-related

’ Volume estlmates

/ % \

Prices

= T2S price list basis:
15 cents per instruction

Contingency reserve*: 1 ct out of 15 cts

*up to €45 millions EUROPEAN CENTRAL BANK

EUROSYSTEM
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T2S — a single gateway for your collateral management
http://www.youtube.com/watch?v=dbyma82I-rQ&list=PL347E929CBF4A76F7
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is=] Enabler for collateral manageme
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Very large pool

Collateral takers and providers will be in T2S

» More than 20 CSDs are joining T2S, with their clients, CCPs, agent banks,
issuers, custodians, banks and Central Banks as collateral providers or takers

Securities will be In T2S
= The CSDs bring a very large pool of securities in Europe into T2S
= Non-European issued securities will be offered by CSDs

= Potential for more Eurobond activity in Central Bank Money in CSDs in T2S
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Enabler for collateral managemei

Very large pool
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Harmonisation
= Harmonised approach of T2S supports the efficient mobilisation of collateral
- standard settlement day with extensive operating hours;
- collateral operations;
- corporate actions standards;
- message standard, etc.

D YD DDA

Sophisticated and powerful tools available in T2S

= T2S offers sophisticated tools for managing and mobilising collateral
- T2S auto-collateralisation functionality and tools
- Other tools supporting collateral management

= Although not a “substitute” for tri-party repo, the tools will make efficient use of
collateral and liquidity, therefore be attractive to market participants and
extensively used
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t 5 T2S auto-collateralisation
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Automated credit in central bank money for settlement
of securities transactions, in case of insufficient cash
for collateralisation

= Two types of auto-collateralisation:

- “Central Bank Auto-Collateralisation” where the credit provider is the
central bank

- “Client Auto-Collateralisation” wherein the credit provider is a payment
bank

= “On flow” and “on stock” within the same process
=  Automatic substitution and automated reimbursement

= Re-use of collateral between client and central bank auto-
collateralisation

For more details on T2S auto-collateralisation, please refer to our video: @
In youtube.com, type in “auto-collateralisation tutorial” ~~ eurorean cenTrAL BANK
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t 5 T2S auto-collateralisation

Rl  Sct-up of limits and the CMB

Set-up for auto-collateralisation: Types of limits

= (Central Bank auto-collateralisation limit

- Intraday credit that a payment bank can obtain for a T2S DCA through
the collateralisation of securities with the Central Bank

Client auto-collateralisation limit

- Intraday credit that a client can obtain through the collateralisation of
securities with their payment bank for a T2S DCA from which the client
receives liquidity

External guarantee limit

- Credit secured outside T2S that a client can obtain with their payment
bank

= Unsecured credit limit
- Credit unsecured in T2S that a client can obtain with their payment bank
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Clients of a

Payment
Bank

Mational
Central
Bank

* Appliedon

t 5 T2S auto-collateralisation
R Set-up of limits and the CMB

Limits set by Payment Bank

-

L9

| External Guarantee Limit
(applied on CMB of a client)

i

2.ClientCollateralisation Limit
(applied on CHMB of a client)

T25 Degicazed
Cash .ﬁ.?:ﬂ unt

A
f N
3 Unsecured Credit Limit
(applied on CMB of a client)
LY ., :
]
CHMB
Cnnu‘:al Bank
Cash fh:mu nt
Limits set by NCB
AutoCollateralisation Limit I
(applied on T25 DCA of
Payment Bank)
e 4
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t 5 T2S auto-collateralisation

i  Client auto-collateralisation operation

The client auto-collateralisation operation

= Generates the collateral settlement instructions 2a and 2b;

= Settles the settlement instructions 1a and 1b together with collateral
instructions on an all-or none basis

» Generates and put on “Party Hold” the reverse collateral settlement
instructions for the reimbursement later on

l,u\;-‘ Y A ""'-'n.‘g:'-_'; "*"':kuxt kN

Party B Party A - Payment
PB Client Bank

Sec. Acc. Sec. Acc. for
earmarked for receiving
Sec. Acc. Sec. Acc. coll. provision @ collateral

—— Securities
150 settlement 150 Delivery of

units units 200 collateral _ 200

units g units

DCA for managing
DCA client’s cash
settlement 500 €4 500€® Provision of
500 € 500 € cash/ limit

utilisation

&
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t 5 T2S auto-collateralisation

i  Client auto-collateralisation operation

Interaction between client and CB auto-collateralisation

= What if there is no cash available on the DCA of Payment Bank C? F“
= T2S checks if auto-collateralisation can provide the required cash into the DCA
= Same securities could be re-used, given fulfiiment of some conditions

Party B Party A - PB Client Payment Bank C @ Central Bank
Sec. Acc. for )
Sec. Acc. Sec. Acc. earm. for @ receiving AND Delivery of Sec. Acc. for
coll. provision providing collateral collateral for receiving coll.
200 200 collateral for 100 coll, ~. 400
units units client-coll. units units
" 150 _ | 150
Securities units 1 " 1 units
settlement
DCA DCA CB Cash Acc.
Provision of 500 €
Caalh cash/ limit
sEtlEmE utilisation @ 600 € 4= 600€ @
900 € ” I I 900 € | 400 € * < 400 € *
Provision of
cash/ auto-
coll. limit
utilisation

* different valuations might be applied for CB auto-collat. and client-

collat. @

EUROPEAN CENTRAL BANK
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t 5 T2S auto-collateralisation
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-

Benefits

= (Client) auto-collateralisation will lead to major liquidity savings

- Single cash account and securities account can be used for all T2S
markets, this enables the pooling of liquidity and collateral

- Single framework allows for back office savings a same procedure
- Same schedule and cut off times apply across all T2S markets

NS

= The tools around auto-collateralisation can do virtually anything from a
technical viewpoint to serve the needs of a variety of T2S actors
- Different limits and static data settings offer flexibility in the
implementation

- Depending on the individual needs and strategies T2S actors (CBs/CSDs
and their clients) can adopt the business model of their choice

= Central Bank auto-collateralisation is provided at no extra cost
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Thank you for your attention

WWwWWw.t2s.eu

YW @T2SECB
T2S on YOII
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