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Why does Europe need T2S?

* Europe’s securities markets are too fragmented and
inefficient.

* Lack of competition in services related to settlement

* Europe needs a single pool of securities to stimulate
competition and harmonisation.

* There is no other realistic Europe-wide approach to
creating this single pool.

Making Europe a better place to invest and trade
(in line with the Lisbon agenda)
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The current EU settlement landscape
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No integrated cross-border
settlement process

- 19 CSDs in Euro Area
-2 ICSDs
- 16 Other EU CSDs
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The future landscape with T2S

s

One mtejgrated settlement process One technical platform used by
(domestic and cross-border) CSDs for securities settlement

direct access
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What is the scope of T2S?
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T2S concerns only the settlement function of CSDs!

Notary function

Custody and asset-
servicing function

Settlement
function

Banking function™

*only in some (I)CSDs

, , Type of intermediation
Registration of

issuer indebtness

and investor holdings , :
issuer / investor

e.g. coupon payments,
redemptions, stock splits

Change of ownership

: buyer / seller
among investors

e.g. lending

. lender / borrower
and borrowing
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What is T2S? How is it going to work?
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Bringing on one technical platform all securities and cash
accounts to settle all securities transactions
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In a nutshell:

T2S is a quiet revolution!
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Why is the Eurosystem suited to run T2S?

* Settlement in central bank money one of its core functions

* Commitment of the Eurosystem to efficient and integrated
financial markets in the EU

* Neutrality of the Eurosystem as a supranational organisation
* Possible facilitator in balancing different requirements

* No own economic interest, cost recovery principle

 TARGET and TARGET?2 experience in successfully designing
and implementing Europe-wide infrastructures
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Past

Preparation phase

User requirements

Specification

Feasibility
study phase
July 2006 March 2007 December 2007 April/May 2008 July 2008
Launch Feasibility Launch Revision Decision to
of the of Of of build T2S
concept T2S concluded public User requirements following
consultation and CSDs’
on offer to CSDs letters of intent
User
Requirements
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Present

Preparation
phase

July 2006 July 2008 26 January 2009 16 July 2009 November 2009

Decision to General 27 CSDs General
build T2S Functional signed the Functional
following Specifications = Memorandum Specifications
CSDs’ version |.| of version 3.0
letters of intent Understanding
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Future

Preparation phase
Specification phase

July January 2010 2Q 2010 |Q 2011 1IQ2012 3Q20I2 4Q 2012 2Q 2013 June 2013 Dec 2013
2006
User Finalisation UDES User UDFS Start MOP Go-live MOP
Requirement of the version 1.0 Handbook Vversion 2.0 user Final revised
Document Service version 1.0 testing  version  with3
version 50  Description migration
and waves
Framework June/Sept/Dec
Agreement
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T2S Governance in this phase of the project
ECB Governing Council
| Executive Board [— PSSC
Since May 2009 a new
Eurosystem bOdy T2S Programme
manages the project, —| Board
; National User
repqrtlng to . Groups
Governing Council
Advisory Group Information Sessions
with all Stakeholders
Subgroup Subgroup on Subgroup Subgroup Subgroup Subgroup
on user Subgroup on on testing on on on
operational requirements t rr:jeszaget_ and process corporate contractual
framework management standardisation migration efficiency actions issuers
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« Composition

- 8 members (including two former CEOs of CSDs) and 4 alternates

Objective

- To ensure the Eurosystem delivers T2S on time, within budget and according
to market needs

Important principles

- Represent the interests of the T2S project and the Eurosystem (and not of
their own institution)

- Governing Council remains ultimate decision-maker

- T2S Programme Board is supported by the T2S Project Team

Responsibilities

- Preparation of strategic Governing Council decisions, daily management of
T2S Programme and reporting, managing relations with 4CB/CSDs/other
external stakeholders, validation of 4CB deliverables
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External governance

* T2S Advisory Group is currently the only external
governance forum

* Future external governance arrangement needs to take into
account

- The role of the T2S Programme Board

- Future contractual relations between CSDs and the Eurosystem

External governance needs to be adapted
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Consultation of AG members during the summer
- Majority in favour of no volume discounts
- Many users in favour of user discounts

* Discussion in the Programme Board in September

Information of the AG

* Proposal to apply no volume discounts in T2S
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T2S communication

* Redesign of T2S website
- More user friendly
- Work in progress
- Publication of all relevant information

- ,opotlight™ on latest information

* T2S OnlLine
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ECB: T2S - Microsoft Internet Explorer provided by European Central Bank

Eile Edit View Favorites Tools Help 'l‘r

eBack - \,_) @ @ e ;‘j /'/:j Search L;?;‘\?merites @ [‘:{i{v ':\p" W - _J
Address |@ http:ffwww.ech.europa. eujpaym/t2sfhimljfindex. en.html

@ ‘Your security settings do not allow Web sites to use ActiveX controls installed on your computer, This page may not display correctly. Click here for options...

Homs - Site Directory - Glossary - Links - Contact - Dizclaimer & Copyright - Search
& Languages: en -
EUROFEAM CENTRAL BAMNK
EUROSYSTEM wirey 3 i P L
i =
The Eurcpean Central Elankl Press | Events | Fublications | Statistics |The £urc | IMonetary Peolicy | Payments & Markets

Home = Payments & Markets = T2S

ﬁ Contact

Whatis T257
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Back to Payments & Markets — Settling - TARGET2-Securiies
T2% without Trading securities, such az stocks, reguires "settlement”, meaning that securities project team
+ About i ' and money are exchanged (usually electrenically} between buyer and =eller. In T25 Online
+ Current specification phase borders Europe, prices for settlement are far teo high because there iz =till no Single
Markst for these services.
. Preparation phase (until TARGET SECURITIES
June 2008) T25 will be the technical basis to make settlement in Europe faster and cheaper.
- more
The vision is taking shape
An impressive number of CSDs — 27 in total located in 25 countries — signed the T25: A quiet revolut.ion in
- Memarandum of Understanding (MeU}) on 16 July thus reinforcing their strong European post-trading
support for T23. by Jean-Michel Godeffroy
Thizg included not only all CSD= that exizt in the eure area, but alzo =even CSDs | am very happy to introducs the first ﬂ Mo. 1, Summer 2009
lecated in EU countriss outzide the eure area — Denmark, Estonia, Latwia, Lithuania, issue of our T2S OnLine gquarterhy 927 kB
Romania, Sweden, UK — and tweo CSDs located in countriez outside the EU — review.
Iceland and Switzerland. The CSD= of Denmark, Lithuania and Sweden — with T25 OnLine will bring you up to date
=upport of their central bank and the market — alzo zigned up for zettlement in T2S on the project and demonstrate that
in their domestic currency as well as in suro. TZZ iz ‘on lne”. Az a rule, as i
In =arly September, VPS (the Norwegian CSD) informed (T letter, £5.9 kB that '””Eﬂt?rdzg"‘ "Bb”_:me- B TEIERET L AT EREE T TR
also they decided to =ign the Mol and the Norges Bamk (T8 letter, 512 kB) ONE 1o WERSES.
declared itz intention to allew alzo for settlement in Norwegian kroner in T2S5. = LT
We welcomes them in the T25 community.
EDITORIAL
| Search | | Events | | Key documents | | Project Plan
x
;} Done & Trusted sites G

7% 5 Internet E + | E= MindManager - [i... & 4 MigosoftOut... ~ [EY 2009-10-08 T35 ... El 2009-09-08 Stoc... 72 Adobe AcobatP...
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12§ OnLine

QUARTERLY REVIEW
No I, Summer 2009

EDITORIAL

12§ PROJECT UPDATE
INSIGHT

BAYLE'S VIEW

INTRODUCING THE
125 PROGRAMME BOARD

125 15 OnLine FOR YOU

v

TARGET

T2S is OnLine

* Quarterly updates
* First hand information

* You can contribute

|
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T2S benefits for USERS

* significantly lower settlement fees for domestic and, in
particular, cross-border transactions

* enabling market participants to optimise collateral and
liquidity management

* reducing back-office costs by allowing market participants to
streamline interfaces and centralise settlement activity

* providing new business opportunities, and access to new
markets for asset-servicing

23
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T2S benefits for PROVIDERS

* access to a technologically advanced, state-of-the-art, and
highly robust settlement engine

* savings from no longer needing to invest in costly and risky IT
projects to update their settlement infrastructure

» ability to take advantage of economies of scale from pooling
together settlement volume across the whole of Europe

* providing new business opportunities, and access to new
markets for asset-servicing

24
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T2S benefits for EUROPE |

* fostering a higher level of competition in Europe’s post-
trade industry

 contributing to harmonisation of clearing and settlement in
Europe, thereby promoting a Single Market for financial
services

* reducing in the cost of capital for firms, thereby
contributing to economic growth

* positive impact on financial stability by reducing settlement
risks on cross-border transactions

25
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The 5 big wins
of T2S
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The Eurosystem and the market
believe in T2S

and
are ready to take the challenge
and invest in it
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