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On 22 June 2015 T2S went live: wave 1 CSDs, with their respective
financial communities, connected to the new platform - BOGS (GR),
Malta Stock Exchange and, for euro transactions, SIX SIS (CH) and Depozitarul
Central Romania

The migration of Monte Titoli and the Italian financial community
took place during the migration week-end 28-31August

Securities accounts - and instructions still to be settled - were
transferred from Monte Titoli’s systems to the new platform; the
migration activities were completed at 2.30am on 30 August, 6 hours ahead of
schedule. At 2.00pm on the same day all participants had reconciled their
respective positions
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1. THE EFFICIENCY OF THE ‘INTEGRATED’ SETTLEMENT MODEL
WITHOUTTHE RISKS OF OUTSOURCING CENTRAL BANK MONEY

T2S ensures the simultaneous settlement (DvP) on the same platform of both
«legs» (securities and cash) of securities transactions. More efficient compared
to the ‘interfaced’ model

Settlement is carried out inT2S:
� for securities: on the users’ accounts opened with CSDs (securities
accounts, SACs)

� for cash: on the users’ accounts opened with their Central Bank
(dedicated cash accounts, DCAs) and linked to the cash accounts opened by
users onTARGET2 for the provision of liquidity

The use of central bank money to settle transactions is no longer outsourced
to private CSDs as it happened in the past
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2. SECURITY OF GROSS SETTLEMENT SYSTEMS AND
EFFICIENCY OF NET SETTLEMENT SYSTEMS

The settlement in T2S is carried out on a gross basis but enhanced with
optimisation and auto-collateralization mechanisisms

� Advanced optimisation algorithms ‘select’ the transactions to be settled with
priority with the aim of maximizing successful settlements

� Auto-collateralisation mechanisms ensure that users can access automatic
intraday credit from their Central Bank. Auto-collateral is triggered when a buyer
does not have sufficient funds on its DCA to complete a securities transaction. The
collateral must be eligible for Eurosystem credit operations and can be “on stock”
(assets already held by the buyer) and/or “on flow” (the assets that are being
purchased)
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3. GREATER EFFICIENCY IN CROSS-BORDER TRANSACTIONS
(MORE HASTO COME)

Banca d’Italia has also activated specific securities custody services in T2S
in favour of two central banks not yet migrated to the new platform
(Bundesbank and Banque de France) to allow cross-border
auto-collateralization

This service allows Monte Titoli’s foreign participants to settle in T2S using
intraday credit granted by their central bank and collateralized with
eligible assets held with MonteTitoli (cd. Interim Solution)

During the first four months of operations approx 570 transactions per day, for a
value of 6,0 bln euro, have benefited from the cross-border auto-collateralization
feature
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Banca d’Italia has opened in T2S 51 DCAs representing 34 users1

(banks and CCPs) compared to 101 participants inT2

Foreign participants of Monte Titoli have opened 18 DCAs with their
respective central banks (6 with Bundesbank, 7 with Banque de France, 2
with Banco de Espana, 2 with the Central Bank of Luxembourg, 1 with De
Nederlandsche Bank)

Italian operators connected their DCAs inT2S:
� directly – 10 operators (8 A2A and U2A - 1 A2A - 1 U2A)
� indirectly – 24 operators (through the Core and Optional services offered

byT2)

1) The Cassa Depositi e Prestiti, the Italian National Promotional Institution, has been excluded from the following 
analysis having a too peculiar scope of operations.
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Some average figures, with reference to the 51 DCAs opened with
Banca d’Italia, during the first four months of operations:

� 42.000 transactions have been settled every day for a value of more than 122
bln euro

� approx 90% of transactions, 70% of the total daily value, has been settled during
the night time cycle between 20:00 and 03:00. The remaining transactions have
been settled between 05:00 and 18:00

� approx 23 bln euro each day have been credited on the DCAs in T2S and
transferred back to the PM accounts in T2 at the end of the day

LIQUIDITY
in T2S

� 37% standing orders
� 28% liquidity transfers
� 31% autocollateral
� 4% revenue from corporate actions



Liquidity vs settled: 
efficiency assessment 1

10(1) Figures in bln of euro



Liquidity provision sources
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The settlement rate is constantly increasing; to date it has reached 98%
of transactions

The ratio between the value of the settled transactions and the overall
liquidity credited on the 51 DCAs has also increased, currently
amounting to 4 / 5 as a consequence of:

� lower operational and liquidity risks perception
� ‘learning by doing’ – the innovativeT2S liquidity management
� increased efficiency of the autocollateral tool
� effects following the introduction of the new partial settlement
windows (14 Sept 2015)



Daily amounts settled
broken down by time slots

(daily average in bln of euro)
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min. 3 
months

In 2018 Danmarks Nationalbank will joinT2S with the Danish krone

Additional mitigating actions will be implemented to avoid further delays from CSDs and to reduce the 
impacts on other CSDs. Final approval of Governing Council in February 2016.
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Harmonization of the post-trading activities is one of the key objectives ofT2S

Harmonization will enable T2S users to reap the benefits of settling on one single platform,
namely operating in an integrated market with increased efficiency and level playing field

The harmonization activity is out of the T2S scope, which remains with the Authorities and
the industry; however,T2S plays a catalyst role in the harmonization scene, acting with:

� the T2S Harmonization Steering Group, subgroup of the AG, that has identified a
set of 24 harmonization activities, 16 of which tagged as Priority 1 (i.e. to be
completed before the launch of T2S)

� the National User Group, entrusted with the role of monitoring the harmonization
process in the respective financial communities

The Italian financial community has made an enourmous compliance effort; however, there
are still 3 harmonization activities that have not been completed. Their completion is
envisaged for the second half of 2016.
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REDUCTION OF THE SETTLEMENT AND POST-TRADING ACTIVITIES COSTS

� Decrease of the average transaction settlement cost in the medium term (economies
of scale)

� One-price-for-all - for the settlement of both cross-border and domestic transactions
(settlement on the same platform)

� Reduction of infrastructural costs for CSD (fostering competition among CSDs and
with global custodians)

� Incentive to diversify the financial portfolio both for private and institutional investors,
with potential positive impacts on profit

TECHNICAL AND PROCEDURAL STREAMLINING

� Settlement on a single platform of transaction traded on different markets
� Less technical interfaces with settlement systems
� Adoption of harmonized standards and best practices
� Option to concentrate securities management from a single account
� Less need of collateral
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CSD STATEMENTSAT SIBOS 2015

1. Want to make the most of TARGET2-Securities? Consolidate European domestic and
international assets in a single pool of liquidity at very attractive prices.

2. CSD XYZ will provide centralised access to T2S settlement. Firms will also be
able to pool assets from multiple European markets through CSD XYZ, which will take
care of the multi-markets asset servicing across T2S markets.

3. To be successful as a CSD going forward, you need to be either big or beautiful – by
which I mean excelling as a specialist, and being highly efficient. Revenues will be
eroded, making cost control critical.

4. T2S is a great opportunity for any domestic actor to become international
since T2S will convert what is cross-border today into the equivalent of domestic
settlement.
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